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S.  RES.  120 


Establisliing  a  special  committee  administered  by  the  Committee  on  Banking, 
Housing,  and  Urban  Affairs  to  conduct  an  investigation  involving 
Whitewater  Development  Corporation,  Madison  Guaranty  Savings  and 
Loan  Association,  Capital  Management  Services,  Inc..  the  Arkansas  De- 
velopment Finance  Authority,  and  other  related  matters. 


IN  TliE  SENATE  OF  THE  UNITED  STATES 

May  17  (legislative  day,  ^LvY  15),  1995 

Mr.  D'A.^L\TO  (for  himself  and  Mr.  Dole)  submitted  the  follow-ing  resolution; 
which  was  considered  and  agreed  to 


RESOLUTION 

Establishing  a  special  committee  administered  by  the  Com- 
mittee on  Banking,  Housing,  and  Urban  Affaii-s  to  con- 
duct an  investigation  invohing  Wliitewater  Development 
Corporation,  Madison  Guaranty  Savings  and  Loan  Asso- 
ciation, Capital  Management  Senices,  Inc.,  the  Arkansas 
Development  Finance  Authority,  and  other  related 
matters. 

1  Resolved. 

2  SECTION  1.  ESTABLISHMENT  OF  SPECIAL  COMMITTEE. 

3  (a)  ESTABLISILMEXT. — There  is  established  a  special 

4  conunittee  administered  by  the  Committee  on  Banking, 

5  Housing,  and  Urban  ^Vffairs  to  be  knovvn  as  the  "Special 


(1) 


2 

2 

1  Committee  to  Investigate  Wliitewater  Development  Cor- 

2  poration  and  Related  Matters"  (hereafter  in  this  resolu- 

3  tion  referred  to  as  the  "special  committee"). 

4  (b)  Purposes. — The  purposes  of  the  special  commit- 

5  tee  are — 

6  (1)  to  conduct  an  investigation  and  public  hear- 

7  ings  into,  and  study  of,  whether  improper  conduct 

8  occurred  regarding  the  way  in  wliich  \Miite  House 

9  officials  handled  documents  in  the  office  of  Mliite 

10  House  Deput}"  Counsel  Vincent  Foster  following  his 

1 1  death; 

12  (2)  to  conduct  an  investigation  and  public  hear- 

13  ings  into,  and  study  of,  the  following  matters  devel- 

14  oped  during,  or  arising  out  of,  the  investigation  and 

15  public    hearings    concluded    by    the    Committee    on 

16  Banking,  Housing,  and  Urban  Affairs  prior  to  the 

17  adoption  of  this  resolution — 

18  (A)    whether    any   person    has    improperly 

19  handled  confidential  Resolution  Trust  Corpora- 

20  tion  (hereafter  in  this  resolution  referred  to  as 

21  the   "RTC")    information   relating  to   Madison 

22  Guaranty    Savings    and    Loan    Association    or 

23  Wliitewater  Development  Corporation,  including 

24  whether    any    person    has    improperly    conmiu- 
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3 

1  nicated    such    information    to    indi\iduals    ref- 

2  erenced  therein; 

3  (B)  whether  the  White  House  has  engaged 

4  in  improper  contacts  with  any  other  agency  or 

5  department  in  the  Government  with  regard  to 

6  confidential  RTC  information  relating  to  Madi- 

7  son  Guaranty  Sa\'ings  and  Loan  iVssociation  or 

8  Wliitewater  Development  Gorporation: 

9  (C)  whether  the  Department  of  Justice  has 

10  improperly  handled  RTC  criminal  referrals  re- 

11  lating  to  Madison  Guaranty  Sa\ings  and  Loan 

12  Association    or   Wliitewater    Development    Cor- 

13  poration; 

14  (D)  whether  RTC  employees  have  been  im- 

15  properly  importuned,   prevented,   restrained,   or 

16  deterred  in  conducting  investigations  or  making 

17  enforcement  recommendations  relating  to  Madi- 

18  son  Guaranty  Savings  and  Loan  .Vssociation  or 

19  WTiitewater  Development  Corporation;  and 

20  (E)  whether  the  report  issued  by  the  Office 

21  of  Government  Ethics  on  July  31,  1994,  or  re- 

22  lated  transcripts  of  deposition  testimony — 

23  (i)  were  improperly  released  to  Wliite 

24  House  officials  or  others  prior  to  their  tes- 

25  timony  before  the  Committee  on  Banking, 

«SRES  120  ATS 


4 

4 

1  Housing,   and   Urban  Affairs  pursuant  to 

2  Senate  Resolution  229  (103d  Cong;ress);  or 

3  (ii)    were    used    to    communicate    to 

4  Wliite    House   officials    or   to    others   con- 

5  fidential     RTC     information     relating    to 

6  Madison  Guaranty  Sa\ings  and  Loan  As- 

7  sociation  or  Wliitewater  Development  Oor- 

8  poration; 

9  (3)  to  conduct  an  investigation  and  public  hear- 

10  ings  into,  and  study  of.  all  matters  that  have  any 

1 1  tendency  to  reveal  the  full  facts  about — 

12  (A)  the  operations,   solvency,   and  regula- 

13  tion  of  Madison   Guaranty   Sa\ings   and  Loan 

14  .-^^^sociation,    and    any    subsidiaiy,    affiliate,    or 

15  other   entity   owned   or   controlled   by   Madison 

16  Guaranty^  Savings  and  Loan  Association; 

17  (B)  the  acti\'ities,  investments,  and  tax  li- 

18  abilit\'  of  Whitewater  Development  Corjioration 

19  and,    as    related    to    W^iitewater    Development 

20  Corporation,     of    its     officers,     directors,     and 

21  shareholders; 

22  (C)  the  policies  and  practices  of  the  RTC 

23  and  the  Federal  banking  agencies  (as  that  term 

24  is  defined  in  section  3  of  the  Federal  Deposit 

25  Insurance  Act)   regarding  the  legal  representa- 
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1  tion  of  such  agencies  with  respect  to  ]\Iadison 

2  Guaranty  Sa\ings  and  Loan  ^Vssociation; 

3  (D)  the  handling  by  the  RTC,  the  Office  of 

4  Thrift  Supervision,  the  Federal  Deposit  Insur- 

5  ance  Corporation,  and  the  Federal  Sa\'ings  and 

6  Loan  Insurance  Corporation  of  ci\il  or  adminis- 

7  trative  actions  against  parties  regarding  Madi- 

8  son  Guaranty  Sa\ings  and  Loan  Association; 

9  (E)  the  sources  of  funding  and  the  lending 

10  practices  of  Capital  Management  Senices,  Inc., 

1 1  and  its  supenision  and  regulation  by  the  Small 

12  Business  Administration,  including  any  alleged 

13  diversion  of  funds  to  Wliitewater  Development 

14  Corporation; 

15  (F)    the   bond   underwriting  contracts   be- 

16  tween  Arkansas  Development  Finance  Author- 

17  it\'  and  Lasater  &  Company;  and 

18  (G)  the  lending  acti\ities  of  Perr}-  Count}' 

19  Bank,  Perr}'\ille,  xVrkansas,  in  connection  with 

20  the  1990  ^Vrkansas  gubernatorial  election; 

21  (4)  to  make  such  findings  of  fact  as  are  war- 

22  ranted  and  appropriate; 

23  (5)   to   make   such   recommendations,   including 

24  reconmiendations    for   legislative,    administrative,   or 
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1  other  actions,  as  the  special  committee  may  deter- 

2  mine  to  be  necessary  or  desirable;  and 

3  (6)  to  fulfill  the  constitutional  oversight  and  in- 

4  formational  functions  of  the  Congress  with  respect 

5  to  the  matters  described  in  this  section. 

6  SEC.  2.  MEMBERSHIP  AND  ORGANIZATION  OF  THE  SPECIAL 

7  COMMITTEE. 

8  (a)  Membership. — 

9  (1)  In  general. — The  special  committee  shall 

10  consist  of — 

1 1  (A)    the    members    of   the    Committee    on 

12  Banking,  Housing,  and  Urban  Affairs:  and 

13  (B)  the  chairman  and  ranking  member  of 

14  the  Committee  on  the  Judiciary',  or  their  des- 

15  ignees  from  the  Committee  on  the  Judiciary'. 

16  (2)    Senate   rule  XX\^ — For  the   purpose  of 

17  paragraph  4  of  rule  XX\^  of  the  Standing  Rules  of 

18  the  Senate,  service  of  a  Senator  as  the  chairman  or 

19  other  member  of  the  special  committee  shall  not  be 

20  taken  into  account. 

-1  (b)  Organization  of  Speclu.  Co^diittee. — 

22  (1)  ChaiRx\lan\ — The  chairman  of  the  Conmiit- 

23  tee  on  Banking,  Housing,  and  Urban  Affairs  shall 

24  serve    as    the    chairman    of   the    special    conmiittee 
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1  (hereafter    in    this    resolution    retcrrcd    to    as    the 

2  "chairman''). 

3  (2)  Raxkixg  ME>rBER. — The  ranking  member 

4  of  the  Committee  on  Banking,  Housing,  and  Urban 

5  Affairs  shall   sen^e   as  the   ranking  member  of  the 

6  special   committee   (hereafter   in   this   resolution   re- 

7  ferred  to  as  the  "ranking  member"). 

8  (3)   Quorum. — A  majority  of  the  members  of 

9  the  special  committee  shall  constitute  a  quorum  for 

10  the  purpose  of  reporting  a  matter  or  recommenda- 

1 1  tion  to  the  Senate.  A  majority  of  the  members  of  the 

12  special  committee,   or  one-third  of  the  members  of 

13  the  special  coimnittee  if  at  least  one  meml^er  of  the 

14  minorit}^  party  is  present,  shall  constitute  a  quonim 

15  for  the  conduct  of  other  business.   One  member  of 

16  the  special  committee  shall  constitute  a  quorum  for 

17  the  purpose  of  taking  testimony. 

18  (c)  Rules  axd  Procedures. — Except  as  otherwise 

19  specifically  pro\ided  in  tliis  resolution,  the  special  commit- 

20  tee's  investigation,  study,  and  hearings  shall  be  governed 

21  by  the  Standing  Rules  of  the  Senate  and  the  Rules  of  Pro- 

22  cedure  of  the  Committee  on  Banking,  Housing,  and  Urban 

23  Affairs.  The  special  committee  may  adopt  additional  rules 

24  or  procedures  not  inconsistent  with  this  resolution  or  the 

25  Standing  Rules  of  the  Senate  if  the  chairman  and  ranking 
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1  member  agree  that  such  additional  rules  or  procedures  arc 

2  necessary  to  enable  the  special  committee  to  conduct  the 

3  investigation,  study,  and  hearings  authorized  by  this  reso- 

4  lution.  Any  such  additional  rules  and  procedures  shall  be- 

5  come    effective    upon    publication    in    the    Congressional 

6  Record. 

7  SEC.  3.  STAFF  OF  THE  SPECIAL  COMMITTEE. 

8  (a)  Appointments. — To  assist  the  special  committee 

9  in  the  investigation,  study,  and  hearings  authorized  by  tliis 

10  resolution,  the  chairman  and  the  ranking  member  each 

11  may  appoint  special  committee  staff,  including  consult- 

12  ants. 

13  (b)  Assistance  From  the  Senate  Legai.  Coun- 

14  SEL. — To  assist  the  special  committee  in  the  investigation, 

15  study,  and  hearings  authorized  by  this  resolution,  the  Sen- 

16  ate  Legal  Counsel  and  the  Deputy  Senate  Legal  Counsel 

17  shall  work  with  and  under  the  jurisdiction  and  authority 

18  of  the  special  committee. 

19  (c)  Assistance  From  the   Comptroller  Gen- 

20  ERAL. — The  Comptroller  General  of  the  United  States  is 

21  requested  to  provide  from  the  General  Accounting  Office 

22  whatever  personnel  or  other  appropriate  assistance  as  may 

23  be  required  by  the  special  committee,  or  by  the  chairman 

24  or  the  ranking  member. 
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1  SEC.  4.  PUBLIC  ACTIVITIES  OF  THE  SPECIAL  COMMITTEE. 

2  (a)  Ix  Gexeilvl. — Consistent  with  the  rights  of  per- 

3  sons  subject  to  investigation  and  inquin%  the  special  com- 

4  niittee  shall  make  ever}-  effort  to  fulfill  the  right  of  the 

5  public  and  the  Congress  to  know  the  essential  facts  and 

6  implications  of  the  acti\nties  of  officials  of  the   United 

7  States  Govermnent  and  other  persons  and  entities  with  re- 

8  spect  to  the  matters  under  investigation  and  study,  as  de- 

9  scribed  in  section  1. 

10  (b)  Duties. — In  furtherance  of  the  right  of  the  pub- 

1 1  lie  and  the  Congress  to  know,  the  special  committee — 

12  (1)  shall  hold,  as  the  chairman  (in  consultation 

13  with  the  ranking  member)  considers  appropriate  and 

14  in  accordance  with  paragraph  5(b)  of  rule  XX\1  of 

15  the  Standing  Rules  of  the  Senate,  hearings  on  spe- 

16  cific  subjects,  subject  to  consultation  and  coordina- 

17  tion  \vith  the  independent  counsel  appointed  pursu- 

18  ant  to  chapter  40  of  title  28,  United  States  Code, 

19  in  Division  No.   94-1   (D.C.   Cir.  August  5,    1994) 

20  (hereafter  in  tliis  resolution  referred  to  as  "the  inde- 

21  pendent  counsel"); 

22  (2)  may  make  interim  reports  to  the  Senate  as 

23  it  considers  appropriate;  and 

24  (3)  shall  make  a  final  comprehensive  public  re- 

25  port  to  the  Senate  w-hich  contains — 
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1  (A)  a  description  of  all  relevant  factual  de- 

2  terminations;  and 

3  (B)    recommendations    for    legislation,    if 

4  necessary. 

5  SEC.  5.  POWERS  OF  THE  SPECIAL  COMMITTEE. 

6  (a)  In  General. — The  special  committee  shall  do  ev- 

7  erything  necessary  and  appropriate  under  the  laws  and  the 

8  Constitution  of  the  United  States  to  conduct  the  investiga- 

9  tion,  study,  and  hearings  authorized  by  section  1. 

10  (b)  Exercise  of  Authority. — The  special  commit- 

1 1  tee  may  exercise  all  of  the  powers  and  responsibilities  of 

12  a  committee  under  rule  XX\T  of  the  Standing  Rules  of 

13  the  Senate  and  section  705  of  the  Etliics  in  Government 

14  Act  of  1978,  including  the  following: 

15  (1)   Subpoena  powers. — To  issue  subpoenas 

16  or  orders  for  the  attendance  of  witnesses  or  for  the 

17  production  of  documentarj-  or  physical  e\Tidence  be- 

18  fore  the  special  committee.  A  subpoena  or  order  may 

19  be  authorized  by  the  special   committee  or  by  the 

20  chairman  with  the  agreement  of  the  ranking  mem- 

21  ber,  and  may  be  issued  by  the  chairman  or  any  other 

22  member  of  the  special  committee  designated  by  the 

23  chairman,   and  may  be   ser\'ed  by  any  person  des- 

24  ignated  by  the  chairman  or  the  authorized  member 

25  anywhere  within   or  outside   of  the  borders   of  the 
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1  United  States  to  the  full  extent  permitted  by  law. 

2  The  chairman,  or  any  other  member  of  the  special 

3  committee,  is  authorized  to  administer  oaths  to  any 

4  witnesses  appearing  before  the  special  committee.  If 

5  a  return  on  a  subpoena  or  order  for  the  production 

6  of  documentary'  or  physical  e\idence  is  incomplete  or 

7  accompanied  by  an  objection,  the  chairman  (in  con- 

8  sultation  with  the  ranking  member)  may  convene  a 

9  meeting  or  hearing  to  determine  the  adequacy  of  the 

10  return  and  to  rule  on  the  objection.  At  a  meeting  or 

1 1  hearing  on  such  a  return,  one  member  of  the  special 

12  committee   shall   constitute   a   quorum.    The   special 

13  committee   shall   not   initiate  procedures   leading  to 

14  civil  or  criminal  enforcement  of  a  subpoena  unless 

15  the  person  or  entity  to  whom  the  subpoena  is  di- 

16  rected  refuses  to  produce  the  required  documentarj' 

17  or  pln'sical  evidence  after  having  been  ordered  and 

18  directed  to  do  so. 

19  (2)    Compensation   AUTHORiri'. — To   employ 

20  and  fix  the  compensation  of  such  clerical,  investiga- 

21  tor}%    legal,    technical,    and   other   assistants   as   the 

22  special  conmiittee,  or  the  chairman  or  the  ranking 

23  member,  considers  necessar}'  or  appropriate. 
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1  (3)  :\IEETIXGS. — To  sit  and  act  at  any  time  or 

2  place  during  sessions,  recesses,  and  adjournment  pe- 

3  riods  of  the  Senate. 

4  (4)  Hearings. — To  hold  hearings,  take  testi- 

5  mony  under  oath,  and  receive  documentar}-  or  phys- 

6  ical  evidence  relating  to  the  matters  and  questions  it 

7  is   authorized   to   investigate   or   study.    Unless   the 

8  chairman  and  the  ranking  member  otherwise  agree, 

9  the  questioning  of  a  witness  or  a  panel  of  witnesses 

10  at  a  hearing  shall  be  limited  to  one  initial  30-minute 

11  turn  each  for  the  chairman  and  the  ranking  mem- 

12  ber,  or  their  designees,  including  majority  and  mi- 

13  nority  staff,   and  thereafter  to   10-minute  turns  by 

14  each  member  of  the  special  committee  if  5  or  more 

15  members   are   present,   and  to    15-minuie   turns  by 

16  each  member  of  the  special  committee  if  fewer  than 

17  5  members  are  present.  A  member  may  be  permitted 

18  further   questions   of  the   witness   or  panel   of  wit- 

19  nesses,   either  by  using  time  that  another  member 

20  then  present  at  the  hearing  has  yielded  for  that  pur- 

21  pose  during  the  yielding  member's  turn,  or  by  using 

22  time  allotted  after  all  members  have  been  given  an 

23  opportunity  to  question  the  witness  or  panel  of  wit- 

24  nesses.  At  all   times,   unless  the  chairman  and  the 

25  ranking   member   otherwise    agree,    the    questioning 
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1  shall  alternate  back  and  forth  between  members  of 

2  the    majority   party   and   members   of  the   minority 

3  party.    In    their    discretion,    the    chairman    and    the 

4  ranking  member,  respectively,  may  desigriate  major- 

5  ity  or  minority'  staff  to  question  a  witness  or  a  panel 

6  of  witnesses  at  a  hearing  during  time  yielded  by  a 

7  member  of  the  chairman's  or  the  ranking  member's 

8  party  then   {)resent   at   the   hearing   for   his   or   her 

9  turn. 

10  (5)  Testimont  of  witxesses. — To  require  by 

1 1  subpoena  or  order  the  attendance,  as  a  witness  be- 

12  fore  the  special  committee  or  at  a  deposition,  of  any 

13  person  who  nuiy  have  knowledge  or  information  con- 

14  cerning  any  of  the  matters  that  the  special  conimit- 

15  tee  is  authorized  to  investigate  and  study. 

16  (6)   l.\rMUXlTY. — To  grant  a  ^vitness  immunity 

17  under  sections   6002   and  6005  of  title   18,  United 

18  States  Code,  provided  that  the  independent  counsel 

19  has  not  informed  the  special  committee  in  writing 

20  that  inmiunizing  the  witness  would  interfere  with  the 

21  ability   of  the    independent    counsel   successfully   to 

22  prosecute  criminal  xiolations.  Not  later  than  10  days 

23  before  the  special  committee  seeks  a  Federal  court 

24  order  for  a  grant  of  immunity  by  the  special  commit- 

25  tee,  the  Senate  Legal  Counsel  shall  cause  to  be  de- 
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1  livered  to  the  independent  counsel  a  written  request 

2  asking  the  independent  counsel  promptly  to  inform 

3  the  special  committee  in  writing  if,  in  the  judgment 

4  of  the  independent  counsel,  the  grant  of  immunity 

5  would  interfere  with  the  ability  of  the  independent 

6  counsel  successfully  to  prosecute  criminal  \'iolations. 

7  The  Senate  Legal  Counsel's  written  request  of  the 

8  independent  counsel  required  by  this  paragraph  shall 

9  be  in  addition  to  all  notice  requirements  set  forth  in 

10  sections  6002  and  6005  of  title  18,  United  States 

1 1  Code. 

12  (7)    Depositions. — To   take   depositions   and 

13  other    testimony   under    oath    am'where    within    the 

14  United  States,  to  issue  orders  that  require  witnesses 

15  to  answer  written  interrogatories  under  oath,  and  to 

16  make  application  for  the  issuance  of  letters  rogatory-. 

17  All  depositions  shall  be  conducted  jointly  by  majority 

18  and  minority  staff  of  the  special  committee.  A  wit- 

19  ness  at  a  deposition  shall  be  examined  upon  oath  ad- 

20  ministered  by  a  member  of  the  special  committee  or 

21  an  indi\'idual  authorized  by  local  law  to  administer 

22  oaths,  and  a  complete  transcription  or  electronic  re- 

23  cording  of  the  deposition  shall  be  made.   Questions 

24  shall  be  propounded  first  by  majority  staff  of  the 

25  special  committee  and  then  by  minority  staff  of  the 
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1  special  comniittee.  iVny  subsequent  round  of  ques- 

2  tioning  shall  proceed  in  the  same  order.  Objections 

3  by  the  witness  as  to  the  form  of  questions  shall  be 

4  noted  for  the  record.  If  a  witness  objects  to  a  ques- 

5  tion  and  refuses  to  answer  on  the  basis  of  relevance 

6  or  privilege,  the  special  committee  staff  may  proceed 

7  with  the  deposition,  or  may,   at  that  time  or  at  a 

8  subsequent  time,  seek  a  ruling  on  the  objection  from 

9  the  chairman.  If  the  chairman  overrules  the  objec- 

10  tion.  the  chairman  may  order  and  direct  the  witness 

11  to  answer  the  question,   but  the  special  committee 

1 2  shall  not  initiate  procedures  leading  to  ci\'il  or  crimi- 

13  nal  enforcement  unless  the  witness  refuses  to  answer 

14  after  ha\ing  been  ordered  and  directed  to  answer. 

15  (8)   Delegatio.n'S  to   staff. — To   i.ssue  com- 

16  missions  and  to  notice  depositions  for  staff  members 

17  to  examine  witnesses  and  to  receive  evidence  under 

18  oath   administered   by   an   individual    authorized  by 

19  local  law  to  administer  oaths.  The  special  conunittee, 

20  or  the  chairman  with  the  concurrence  of  the  ranking 

21  member,  may  delegate  to  designated  staff  members 

22  of  the  special  committee  the  power  to  issue  deposi- 

23  tion  notices  authorized  pursuant  to  this  paragrapii. 

24  (9)    IXFORMATIOX   FROM   OTHER  SOURCES. — To 

25  require  by  subpoena  or  order — 
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1  (A)  any  department,  agency,  entity,  officer, 

2  or  employee  of  the  United  States  Government; 

3  (B)  any  person  or  entity  purporting  to  act 

4  under  color  or  authority  of  State  or  local  law; 

5  or 

6  (C)  any  private  person,  firm,  corporation, 

7  partnership,  or  other  organization; 

8  to  produce  for  consideration  by  the  special  commit- 

9  tee  or  for  use  as  e\idence  in  the  investigation,  study, 

10  or    hearings    of   the    special    committee,    any   book, 

1 1  check,  canceled  check,  correspondence,  communica- 

12  tion,  document,  financial  record,  paper,  physical  e\'i- 

13  dence,   photograph,   record,   recording,  tape,   or  any 

14  other   material    relating  to   any   of  the   matters   or 

15  questions  that  the  special  committee  is  authorized  to 

16  investigate  and  study  which  any  such  person  or  en- 

17  tity  may  possess  or  control. 

18  (10)  Recommendations  to  the  senate. — To 

19  make  to  the  Senate  any  recommendations,  by  report 

20  or  resolution,  including  recommendations  for  crimi- 

21  nal  or  civil  enforcement,  wliieh  the  special  committee 

22  may  consider  appropriate  with  respect  to — 

23  (A)  the  willful  failure  or  refusal  of  any  per- 

24  son  to  appear  before  it,  or  at  a  deposition,  or 
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1  to  answer  interrogatories,  in  compliance  with  a 

2  subpoena  or  order; 

3  (B)   the   willful   failure   or  refusal   of  any 

4  person  to  answer  questions  or  give  testimony 

5  during  the  appearance  of  that  person  as  a  wit- 

6  ness  before  the  special  committee,  or  at  a  depo- 

7  sition,  or  in  response  to  interrogatories;  or 

8  (C)  the  willful  failure  or  refusal  of — 

9  (i)    any    officer    or    employee    of   the 

10  United  States  Government; 

11  (ii)  any  person  or  entity  purporting  to 

12  act   under  color  or  authority  of  State  or 

13  local  law;  or 

14  (iii)    any  private  person,   paitnersliip, 

15  firm,  corporation,  or  organization; 

16  to  produce  before  the  special  committee,  or  at 

17  a  deposition,  or  at  any  time  or  place  designated 

18  by   the   committee,    any  book,    check,    canceled 

19  check,    correspondence,    communication,    docu- 

20  ment.  financial  record,  paper,  physical  e\idence, 

21  photograph,    record,    recording,    tape,    or    any 

22  other  material  in  compliance  with  any  subpoena 

23  or  order. 
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1  (11)     COXSULT^VXTS. — To     procure    the    tem- 

2  porar}'  or  intermittent  services  of  indi\'idual  consult- 

3  ants,  or  organizations  thereof. 

4  (12)    Other   government   personnel. — To 

5  use,  on  a  reimbursable  basis  and  with  the  prior  con- 

6  sent  of  the  Government  department  or  agency  con- 

7  cerned,  the  services  of  the  personnel  of  such  depart- 

8  ment  or  agency. 

9  (13)  Other  congressional  st.vff. — To  use, 

10  with  the  prior  consent  of  any  member  of  the  Senate 

11  or  the  chairman  or  the  ranking  member  of  any  other 

12  Senate  committee  or  the  chairman  or  ranking  mem- 

13  ber  of  any  subcommittee  of  any  committee  of  ^he 

14  Senate,  the  facilities  or  services  of  the  appropriate 

15  members  of  the  staff  of  such  member  of  the  Senate 

16  or  other  Senate  committee  or  subcommittee,  when- 

17  ever  the  special  committee  or  the  chairman  or  the 

18  ranking  member  considers  that  such  action  is  nec- 

19  essary  or  appropriate  to  enable  the  special  commit- 

20  tee  to  conduct  the  investigation,  study,  and  hearings 

21  authorized  by  this  resolution. 

22  (14)    Access    to    information    and    e\t- 

23  DENCE. — To    permit    any    members    of   the    special 

24  committee,    staff   director,    counsel,    or    other    staff 

25  members  or  consultants  designated  by  the  chairman 
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1  ,  or  the  ranking  member,  access  to  any  data,  e\idence, 

2  information,  report,  analysis,  document,  or  paper — 

3  (A)  that  relates  to  any  of  the  matters  or 

4  questions  that  the  special  committee  is  author- 

5  ized  to  investigate  or  study  under  this  resolu- 

6  tion; 

7  (B)   that  is  in  the  custody  or  under  the 

8  control  of  any  department,  agency,  entity,  offi- 

9  cer,  or  employee  of  the  United  States  Govern- 

10  ment,    including   those   which    have    the    power 

1 1  under  the  laws  of  the  United  States  to  inves- 

12  tigate  any  alleged  criminal  activities  or  to  pros- 

13  ecute  persons  charged  with  crimes  against  the 

14  United  States  \vithout  regard  to  the  jurisdiction 

15  or  authority'  of  any  other  Senate  committee  or 

16  subcommittee;  and 

17  (C)  that  will  assist  the  special  committee 

18  to    prepare    for    or   conduct    the    investigation. 

19  study,  and  hearings  authorized  by  this  resolu- 

20  tion. 

21  (15)  Reports  of  \iolations  of  law. — To  re- 

22  port  possible  \iolations  of  any  law  to   appropriate 

23  Fedenil,  State,  or  local  authorities. 

24  (16)    EXPEXDITURES. — To   expend,    to   the   ex- 

25  tent  that  the  special  committee  determines  necessar}' 
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1  and  appropriate,   any  money  made  available  to  the 

2  special  committee  by  the  Senate  to  cany  out  this 

3  resolution. 

4  (17)  Tax  return  information. — To  inspect 

5  and  receive,  in  accordance  with  the  procedures  set 

6  forth  in  sections  6103(f)(3)   and  6104(a)(2)  of  the 

7  Internal  Revenue  Code  of  1986,  any  tax  return  or 

8  tax  return  information,  held  by  the  Secretary  of  the 

9  Treasuiy,  if  access  to  the  particular  tax-related  in- 

10  formation  sought  is  necessary  to  the  ability  of  the 

11  special  committee  to  carry  out  section  1(b)(3)(B). 

12  SEC.  6.  PROTECTION  OF  CONFIDENTIAL  INFORMATION. 

13  (a)   Nondisclosure. — Xo  member  of  the  special 

14  committee  or  the  staff  of  the  special  committee  shall  dis- 

15  close,  in  whole  or  in  part  or  by  way  of  summar}-,  to  am-' 

16  person  other  than  another  member  of  the  special  commit- 

17  tee  or  other  staff  of  the  special  committee,  for  any  purpose 

18  or  in  connection  with  any  proceeding,  judicial  or  otherwise, 

19  any  testimony  taken,  including  the  names  of  witnesses  tes- 

20  tifjing,  or  material  presented,  in  depositions  or  at  closed 

2 1  hearings,  or  any  confidential  materials  or  information,  un- 

22  less  authorized  by  the  special  committee  or  the  chairman 

23  in  concurrence  with  the  ranking  member. 

24  (b)  Staff  Nondisclosure  Agreement. — All  mem- 

25  bers  of  the  staff  of  the  special  committee  with  access  to 
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1  confidential  information  within  the  control  of  the  special 

2  committee  shall,  as  a  condition  of  employment,  agree  in 

3  writing  to  abide  by  the  conditions  of  this  section  and  any 

4  nondisclosure  agreement  promulgated  by  the  special  com- 

5  mittee  that  is  consistent  with  this  section. 

6  (c)  Sanctions. — 

7  (1)    Member   sanctio.vs. — The    case   of   any 

8  Senator  who  \iolates  the  security  procedures  of  the 

9  special    committee    may   be    referred    to   the    Select 

10  Committee  on  Ethics  of  the  Senate  for  investigation 

1 1  and  the  imposition  of  sanctions  in  accordance  \Nith 

12  the  rules  of  the  Senate. 

13  (2)    Staff   sanctions. — Any    member   of   the 

14  staff  of  the  special  committee  who  violates  the  secu- 

15  rity  procedures  of  the  special  comjnittee  shall  imme- 

16  diately  be  subject  to  removal  from  office  or  employ- 

17  ment  with  the  special  committee  or  such  other  sanc- 

18  tion  as  may  be  provided  in  any  rule  issued  by  the 

19  special  committee  consistent  with  section  2(c). 

20  (d)  Staff  Defined. — For  purposes  of  this  section, 

21  the  term  "staff  of  the  special  committee"  includes — 

22  (1)  all  employees  of  the  special  committee; 

23  (2)  all  staff  designated  by  the  members  of  the 

24  special  committee  to  work  on  special  committee  busi- 

25  ness; 
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1  (3)  all  Senate  staff  assi^ed  to  special  commit- 

2  tee  business  pursuant  to  section  5(b)(13); 

3  (4)  all  officers  and  employees  of  the  Office  of 

4  Senate  Legal  Counsel  who  are  requested  to  work  on 

5  special  committee  business;  and 

6  (5)  all  detailees  and  consultants  to  the  special 

7  committee. 

8  SEC.  7.  RELATION  TO  OTHER  INVESTIGATIONS. 

9  (a)  Purposes. — The  purposes  of  this  section  are — 

10  (1)  to  expedite  the  thorough  conduct  of  the  in- 

11  vestigation,  study,  and  hearings  authorized  by  this 

12  resolution; 

13  (2)  to  promote  efficiency  among  all  the  various 

14  investigations    underway    in    all    branches    of    the 

15  United  States  Grovemment;  and 

16  (3)  to  engender  a  high  degree  of  confidence  on 

17  the  part  of  the  public  regarding  the  conduct  of  such 

18  investigation,  study,  and  hearings. 

19  (b)  Special  CoM^nTTEE  Actions. — To  carry  out 

20  the  purposes  stated  in  subsection  (a),  the  special  conmiit- 

2 1  tee  is  encouraged — 

22  (1)   to   obtain  relevant  information   concerning 

23  the  status  of  the  investigation  of  the  independent 

24  counsel,  to  assist  in  establisliing  a  hearing  schedule 

25  for  the  special  committee;  and 
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1  (2)  to  coordinate,  to  the  extent  practicable,  the 

2  aeti\ities  of  the  special  committee  with  the  investiga- 

3  tion  of  the  independent  counsel. 

4  SEC.  8.  SALARIES  AND  EXPENSES. 

5  A  sum  equal  to  not  more  than  $950,000  for  the  pe- 

6  nod  beginning  on  the  date  of  adoption  of  this  resolution 

7  and  ending  on  February  29,  1996,  shall  be  made  available 

8  from  the  contingent  fund  of  the  Senate  out  of  the  Account 

9  for  Expenses  for  Inquiries  and  Investigations  for  pa^Tuent 

10  of  salaries  and  other  expenses  of  the  special  committee 

1 1  under  this  resolution,  which  shall  include  not  more  than 

12  $750,000  for  the  procurement  of  the  services  of  indi\'idual 

13  consultants  or  organizations  thereof,  in  accordance  uith 

14  section  5(b)(ll).  Pa\Tnent  of  expenses  shall  be  disbursed 

15  upon  vouchers   approved   by  the   chairman,   except   that 

16  vouchers  shall  not  be  required  for  the  disbursement  of  sal- 

17  aries  paid  at  an  annual  rate. 

1 8  SEC.  9.  REPORTS;  TERMINATION. 

19  '      (a)  Completion  of  Duties. — 

20  (1)  Ix  GEXERAI.. — The  special  committee  shall 

21  make  every  reasonable  effort  to  complete,  not  later 

22  than  February'  1,  1996,  the  investigation,  study,  and 

23  hearings  authorised  by  section  1. 

24  (2)    Ev.vLUATlO.x   OF   PROGRESS. — The   special 

25  committee  shall  evaluate  the  progress  and  status  of 
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1  the  investigation,  study,  and  hearings  authorized  by 

2  section    1    and,    not   later  than   January'   15,    1996, 

3  make  recommendations  with  respect  to  the  author- 

4  ization   of  additional   funds   for   a   period   following 

5  Februar}'   29,    1996.    If  the    special   committee   re- 

6  quests  the  authorization  of  additional  funds  for  a  pe- 

7  riod    following    Februarv'    29,    1996,    the    Majority 

8  Leader  and  the  Democratic  Leader  shall  meet  and 

9  determine  the  appropriate  timetable  and  procedures 

10  for  the  Senate  to  vote  on  any  such  request. 

1 1  (b)  FIX.VL  Report. — 

12  (1)  SUB^nssiON. — The  special  committee  shall 

13  promptly  submit  a  fmal  pubhc  report,  to  the  Senate 

14  of  the  results  of  the  investigation,  study,  and  hear- 

15  ings  conducted  by  the  special  committee  pursuant  to 

16  tliis  resolution,   together  with  its  findings  and  any 

17  recommendations. 

18  (2)   Confidential   intormation. — The   final 

19  report  of  the  special  committee  may  be  accompanied 

20  by  such  confidential  annexes  as  are  necessars'  to  pro- 

21  tect  confidential  information. 

22  (3)  Conclusion  of  business. — After  submis- 

23  sion  of  its  final  report,  the  special  committee  shall 

24  promptly  conclude  its  business  and  close  out  its  af- 

25  fairs. 
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1  (c)   Records. — Upon  the  conclusion  of  the  special 

2  committee's  business  and  the  closing  out  of  its  affairs,  all 

3  records,  files,  documents,  and  other  materials  in  the  pos- 

4  session,  custody,  or  control  of  the  special  committee  shall 

5  remain  under  the  control  of  the  Committee  on  Banking, 

6  Housing,  and  Urban  Affairs. 

7  SEC.  10.  COMMITTEE  JURISDICTION  AND  RULE  XXV. 

8  The  jurisdiction  of  the  special  committee  is  granted 

9  pursuant  to  tiiis  resolution,  notwithstanding  the  pro\isions 

10  of  paragraph  1  of  rule  XXV  of  the  Standing  Rules  of  the 

1 1  Senate  relating  to  the  jurisdiction  of  the  standing  conmiit- 

12  tees  of  the  Senate. 

O 
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CERTIORARI  TO  THE  UNITED  STATES  COURT 
OF  APPEALS  FOR  THE  DISTRICT  OF  COLUMBIA 
CIRCUIT 

SYLLABUS;  [•••l] 

Petitioner  was  convicted  of  a  violation  of  2  U.S.C. 
§  192,  which  makes  it  a  misdemeanor  for  any  person 
summoned  as  a  witness  by  either  House  of  Congress  or 
any  committee  thereof  to  refuse  to  answer  any  question 
"pertinent  to  the  question  under  inquiry."  Summoned 
to  testify  before  a  Subcommittee  of  the  House  of 
Representatives  Committee  on  Un-Amencan  Activities, 
petitioner  testified  freely  about  his  own  aciiviiies  and 
associations:  but  he  refused  to  answer  questions  as  to 
whether  he  had  known  cenain  other  persons  to  have  been 
members  of  (he  Communist  Pany.  He  based  his  refusal 
on  the  ground  that  those  questions  were  outside  of  the 
proper  scope  of  the  Committee's  activities  and  not  rele- 
vant to  Its  work.  No  clear  understanding  of  the  "ques- 
tion under  inquiry"  could  be  gleaned  from  the  resolution 
authorizing  the  full  Commiitee,  the  legislative  histor%' 
thereof,  the  Committee's  practices  thereunder,  the  ac- 
tion authorizing  the  Subcommittee,  the  statement  of  the 
Chairman  at  the  opening  of  the  hearings  or  his  statement 
in  response  to  petitioner's  protest.  Held:  Petitioner  was 
not  accorded  a  fair  opportunity  to  determine  whether  he 
was  within  his  rights  in  refusing  to  answer,  and  [***2] 
his  conviction  was  invalid  under  the  Due  Process  Clause 
of  the  Fifth  Amendment.  Pp.   181-216. 

(al  The  power  of  Congress  to  conduct  investigations. 
Intierent  in  the  legislative  process,  is  broad:  but  it  is  not 
unlimited.  P  187. 

(b)  Congress  has  no  general  authority  to  e.xpose  the 
private  affairs  of  individuals  without  justification  in 
terms  of  the  functions  01  Concress.  P.  187, 


(c)  No  inquiry  is  an  end  in  itself:  it  must  be  related 
to,  and  in  funherance  of,  a  legitimate  task  of  Congress. 
P  187. 

(d)  The  Bill  of  Rights  is  applicable  to  congressional  in- 
vestigations, as  It  IS  to  all  forms  of  governmental  action. 
P  188. 

(c)  A  congressional  investigation  is  subject  to  the  com- 
mand that  Congress  shall  make  no  law  abridging  freedom 
of  speech  or  press  or  assembly.  Pp.   196-197. 

(f)  When  First  Amendment  nghts  are  threatened,  the 
delegation  of  power  to  a  congressional  comimiiee  must 
be  clearly  revealed  in  its  chaner.  United  Slates  v. 
Rumelv.  345  U.S.  41.  P.  198. 

(g)  .A  congressional  investigation  into  individual  af- 
fairs IS  invalid  if  unrelated  to  any  legislative  purpose, 
because  it  is  beyond  the  powers  conferred  upon  Congress 
by  the  Constitution.  Kilboumv.  l*"3]  Thompson.  103 
U.S.  16S.  P.  198. 

ih)  It  cannot  simply  be  assumed  that  every  congres- 
sional investigation  is  justified  by  a  public  need  that 
overbalances  anv  private  nghts  affected,  since  to  do  so 
would  be  to  abdicate  the  responsibility  placed  by  the 
Constitution  upon  the  judiciary  to  insure  that  Congress 
does  not  unjustifiably  encroach  upon  an  individual's 
right  of  privacy  nor  abridge  his  libeny  of  speech,  press, 
religion  or  assembly.  Pp.  198-199 

(i)  There  is  no  congressional  power  to  ei^pose  for  the 
sake  of  exposure  where  the  predominant  result  can  be 
only  an  invasion  of  the  private  rights  of  individuals.  P. 
21)0. 

(|)  In  authorizing  an  investigation  by  a  committee,  it 
is  essential  that  the  Senate  or  House  should  spell  out 
the  committee's  jurisdiction  and  purpose  with  sufficient 
p.irticulariiy  to  insure  that  compulsory  process  is  used 
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only  in  funherance  of  a  legislative  purpose.  P.  201. 

(k)  The  resolution  authorizing  the  Un-.Amencan 
Activities  Committee  does  not  satisfy  this  requirement, 
especially  when  read  m  the  light  of  the  practices  of 
the  Committee  and  subsequent  actions  of  the  House  of 
Representatives  extending  the  life  of  the  Committee.  Pp. 
201-205. 

(1)  Every  [•••4]  reasonable  indulgence  of  legality 
must  be  accorded  to  the  actions  of  a  coordinate  branch 
of  our  Government:  but  such  deference  cannot  yield  to 
an  unnecessary  and  unreasonable  dissipation  of  precious 
constitutional  freedoms.  P.  204. 

(mi  Protected  freedoms  should  not  be  placed  in  danger 
in  the  absence  of  a  clear  determination  by  the  House  or 
Senate  that  a  particular  inquiry  is  justil'ied  by  specific 
legislative  need.  P.  205. 

(n)  Congressional  investigating  committees  are  re- 
stricted to  the  missions  delegated  to  them  --  to  acquire 
cenain  data  lo  be  used  by  the  House  or  Senate  in  coping 
with  a  problem  that  falls  within  its  legislative  sphere  - 
and  no  witness  can  be  compelled  to  make  disclosures  on 
matters  outside  that  area    P  206. 

(o)  When  the  dellnition  of  jurisdictional  peninency 
is  as  uncenain  and  wavenng  as  in  the  case  of  ihe  Un- 
American  Activities  Committee,  it  becomes  extremely 
difficult  for  the  Committee  to  limit  its  inquiries  to  statu- 
tory peninency.  P.  206. 

(p)  The  couns  must  accord  to  a  defendant  indicted  un- 
der 2  V.S.C.  §  192  every  right  which  is  guaranteed  to 
defendants  in  all  other  criminal  cases,  including  the  right 
to  have  available  information  revealing  [•••5]  the  stan- 
dard of  criminality  belore  the  commission  ol  the  alleged 
offense.  Pp.  207-208. 

(q)  Since  the  statute  defines  the  cnme  as  refusal  to 
answer  "any  question  pertinent  to  the  question  under 
inquiry."  pan  of  the  standard  of  criminality  is  the  per- 
tinency of  the  questions  propounded  to  the  witness.  P. 
208. 

(r)  Due  process  requires  that  a  witness  before  a 
congressional  investigating  committee  should  not  be 
compelled  to  decide,  at  peril  of  criminal  prosecution, 
whether  to  answer  questions  propounded  to  him  without 
first  knowing  the  'question  under  inquirv '  with  the  same 
degree  of  explicitness  and  clarity  that  the  Due  Process 
Clause  requires  in  the  expression  of  anv  element  oi  a 
criminal  otfense.  Sinclair  v  Uniicd  Siaies.  279  VS. 
263.  Pp.  208-209 

(s)  The  authorizing  resolution,  the  remarks  of  the 
chairman  or  members  of  the  committee,   or  c\en  the 


nature  of  the  proceedings  themselves,  might  make  the 
'question  under  inquiry'  sufficiently  clear  to  avoid  the 
"vice  of  vagueness";  but  these  sources  often  leave  Lhe 
matter  in  grave  doubt.  P.  209. 

0)  In  this  case,  it  is  not  necessary  to  pass  on  the 
question  whether  the  authonzing  resolution  defines  the 
■question  under  [•••6]  inquiry"  with  sufficient  clar- 
ity, since  the  Government  does  not  contend  that  it  could 
serse  that  purpose.  P.  209 

(u)  The  opening  statement  of  the  Chairman  at  the  out- 
set of  the  hearings  here  involved  is  insufficient  to  serve 
that  purpose,  since  it  merely  paraphrased  the  authonz- 
ing resolution  and  gave  a  very  general  sketch  of  the  past 
effons  of  the  Committee.  Pp.  209-210. 

(V)  Nor  was  thai  purpose  served  by  the  action  of 
the  full  Committee  in  authorizing  the  creation  of  the 
Subcommittee  before  which  petitioner  appeared,  since 
It  merely  authorized  the  Chairman  to  appoint  subcom- 
mittees "for  the  purpose  of  performing  any  and  all  acts 
which  the  Committee  as  a  whole  is  auihonzed  to  do." 
Pp.  211-212, 

(w)  On  the  record  in  this  case,  especially  in  view  of 
the  precise  questions  petitioner  was  charged  with  refus- 
ing to  answer  it  cannot  be  said  that  the  "question  under 
inquiry"  was  Communist  infiltration  into  labor  unions. 
Pp.  212-214, 

(X)  Unless  the  subject  matter  of  the  inquiry  has  been 
made  to  appear  with  undisputable  clanr)',  it  is  the  duty 
of  the  investigative  body,  upon  objection  of  the  witness 
on  grounds  of  peninency.  to  state  lor  the  record  the  sub- 
ject under  inquirs  at  thai  [••'7)  time  and  the  manner  in 
which  the  propounded  questions  are  peninem  thereto. 
Pp,  214-215 

ly)  The  Chairman's  response,  when  petitioner  ob- 
jected to  the  questions  on  grounds  of  peninency.  was 
inadequate  to  convey  sufficient  iniormation  as  to  the  per- 
tinency of  the  questions  to  the  "question  under  inquiry." 
Pp,  2i4-2l5 

9S  U.S.  .4pp.  D  C.  190.  233  F  2d  681.  reversed  and 
remanded. 

COUNSEL:  Joseph  L  Rauh,  Jr  argued  the  cause 
for  petitioner  With  him  on  the  brief  were  Harold  A, 
Cranefield.  Norma  Zarky,  John  Silard.  Daniel  H.  Polliti 
and  Sidney  S.  Sachs. 

Solicitor  General  Rankin  argued  the  cause  for  the 
United  States.  With  him  on  the  brief  were  .Assistant 
Aiiomey  General  Tompkins.  Philip  R,  .Monahao  and 
Dons  H.  Spangcnburg 
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Osmond  K.  Fraenkel  filed  a  brief  for  the  Amencan 
Civil  Libenies  Union,  as  amicus  curiae,  supporting  pe- 
titioner, and  Telford  Taylor  filed  a  brief  for  Metcalf,  as 
amicus  curiae,  urging  reversal. 

Herben  R.  O'Conor  [•••8]  filed  a  brief  for  the 
American  Bar  Association,  as  amicus  cunae,  urging  af- 
firmance. With  him  on  the  brief  were  Julius  Applebaum, 
Tracy  E.  Gnffin,  John  M.  Palmer,  Paul  W.  Updegraff 
and  Louis  C.  ^man. 

JUDGES:  Warren,  Black,  Frankfurter,  Douglas,  Clark, 
Harlan,  Brennan;  Burton  and  Whittaker  took  no  pan  in 
the  consideration  or  decision  of  this  case. 

OPINIONBY:  WARREN 

OPINION;  ['ISl]  [••1176]  MR.  CHIEF  JUSTICE 
WARREN  delivered  the  opinion  of  the  Coun. 

This  is  a  review  by  certiorari  of  a  conviction  un- 
der 2  U.S.C.  §  192  for  "contempt  of  Congress."  The 
misdemeanor  is  alleged  to  have  been  committed  during 
a  [•182]  heanng  before  a  congressional  investigating 
committee.  It  is  not  the  case  of  a  truculent  or  contu- 
macious witness  who  refuses  to  answer  all  questions  or 
who,  by  boisterous  or  discourteous  conduct,  disturbs  the 
decorum  of  the  comrmttee  room.  Petitioner  was  prose- 
cuted for  refusing  to  make  certain  disclosures  which  he 
asserted  to  be  beyond  the  authority  of  the  committee  to 
demand.  The  controversy  thus  rests  upon  fundamental 
principles  of  the  power  of  the  Congress  and  the  lim- 
itations upon  that  power.  We  approach  the  questions 
presented  with  conscious  awareness  of  the  far-reaching 
ramifications  that  can  follow  from  a  decision  of  this  na- 
ture. 

On  April  29.  1954,  petitioner  appeared  as  a  wit- 
ness in  compliance  with  a  subpoena  issued  [•••9]  by 
a  Subcommittee  of  the  Committee  on  Un-American 
Activities  of  the  House  of  Representatives.  The 
Subcommittee  elicited  from  petitioner  a  description  of 
his  background  in  labor  union  activities.  He  had  been 
an  employee  of  the  International  Harvester  Company  be- 
tween 1935  and  1953.  Dunng  the  last  eleven  of  those 
years,  he  had  been  en  leave  of  absence  to  serve  as  an 
official  of  the  Farm  Equipment  Workers  International 
Union,  later  merged  into  the  United  Electrical.  Radio 
and  Machine  Workers.  He  rose  to  the  position  of 
President  of  District  No.  2  of  the  Farm  Equipment 
Workers,  a  district  defined  geographically  to  include 
generally  Canton  and  Rock  Falls.  Illinois,  and  Dubuque, 
Iowa.  In  1953.  petitioner  joined  the  United  Automobile 
Workers  International  Union  as  a  labor  organizer. 

Petitioner's  name  had  been  mentioned  bv  two  wit- 


nesses who  testified  before  the  Committee  at  prior  hear- 
ings. In  September  1952.  one  Donald  O.  Spencer  admit- 
ted having  been  a  Commuiust  from  1943  to  1946.  He 
declared  that  he  had  been  recruited  into  the  Party  with  the 
endorsement  and  prior  approval  of  petitioner,  whom  he 
identified  as  the  then  District  Vice-President  of  the  Farm 
Equipment  [•183]  Workers.  [•••10]  nl  Spencer  also 
mentioned  [••1177]  that  petitioner  had  attended  meet- 
ings at  which  only  card-carrying  Communists  were  ad- 
mitted. A  month  before  petitioner  testified,  one  Walter 
Rumsey  stated  that  he  had  been  recruited  into  the  Party 
by  petitioner.  n2  Rumsey  added  that  he  had  paid  Party 
dues  to.  and  later  collected  dues  from,  petitioner,  who 
had  assumed  the  name,  Sam  Brown.  Rumsey  told  the 
Committee  that  he  left  the  Parry  in  1944. 

nl  R.  153-163;  Hearings  before  the  House 
of  Representatives  Committee  on  Un-American 
Activities  on  Communist  Activities  in  the  Chicago 
Area  -  Part  1,  82d  Cong.,  2d  Sess.  3737-3752. 

a2  R.  135-149;  Hearings  before  the  House 
of  Representatives  Committee  on  Un-American 
Activities  on  Investigation  of  Commimist  Activities 
in  the  Chicago  Area  -  Pan  2,  83d  Cong.,  2d  Sess. 
4243-4260. 

Petitioner  answered  these  allegations  freely  and  with- 
out reservation.  His  attitude  toward  the  inquiry  is  clearly 
revealed  from  the  statement  he  made  when  the  question- 
ing turned  to  the  subject  of  his  past  conduct,  associations 
[•••11]  and  predilections: 

"I  am  not  now  nor  have  I  ever  been  a  card-carrying 
member  of  the  Communist  Pany.  Rumsey  was  wrong 
when  he  said  I  had  recruited  him  into  the  party,  that  I 
had  received  his  dues,  that  1  paid  dues  to  him,  and  that 
I  had  used  the  alias  Sam  Brown. 

"Spencer  was  wrong  when  he  termed  any  meetings 
which  I  attended  as  closed  Communist  Party  meetings. 

"I  would  like  to  make  it  clear  that  for  a  period  of  time 
from  approximately  1942  to  1947  I  cooperated  with  the 
Communist  Pany  and  panicipated  in  Communist  activ- 
ities to  such  a  degree  that  some  persons  may  honestly 
believe  that  I  was  a  member  of  the  party. 

"I  have  made  contributions  upon  occasions  to 
Communist  causes.  I  have  signed  petitions  for 
Communist  [•184]  causes.  I  attended  caucuses  at  an 
FE  convention  at  which  Communist  Pany  officials  were 
present. 

"Since  I  freely  cooperated  with  the  Communist  Pany 
1  have  no  motive  for  making  the  distinction  between  co- 
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operation  and  membership  except  the  simple  fact  that  it 
is  the  truth.  I  never  earned  a  Communist  Party  card. 
I  never  accepted  discipline  and  indeed  on  several  occa- 
sions I  opposed  their  position. 

'In  a  special  convention  held  in  the  summer  of  1947 
[•••12]  I  led  the  fight  for  compliance  with  the  Taft- 
Hartley  Act  by  the  FE-CIO  Internationa]  Union.  This 
fight  became  so  bitter  that  it  ended  any  possibility  of 
future  cooperation."  n3 

n3  R.  75;  Hearings,  supra,  note  2,  Pan  3.  at  4268. 


The  character  of  petitioner's  testimony  on  these 
matters  can  perhaps  best  be  summarized  by  the 
Government's  own  appraisal  in  its  brief: 

'A  more  complete  and  candid  statement  of  his 
past  political  associations  and  activities  (treating  the 
Communist  Pany  for  present  purposes  as  a  mere  po- 
litical party)  can  hardly  be  imagined.  Petitioner  cer- 
tainly was  not  attempting  to  conceal  or  withhold  from  the 
Committee  his  own  past  political  associations,  predilec- 
tions, and  preferences.  Funhermore,  petitioner  told  the 
Committee  that  he  was  entirely  willing  to  identify  for 
the  Coinmittee,  and  answer  any  questions  it  might  have 
concerning,  those  persons  whom  I  knew  to  be  members 
of  the  Communist  Party,'  provided  that,  to  (his)  best 
knowledge  and  belief.'  they  still  were  members  of  the 
Pany  .  .  .  (•••13]     •  n4 

n4  Brief  for  Respondent,  pp.  59-60, 

The  Subcommittee,  too.  was  apparently  satisfied  with 
petitioner's  disclosures.  After  some  funher  discussion 
elaborating  on  the  statement,  counsel  for  the  [**II78) 
Committee  [*I85]  turned  to  another  aspect  of  Rumsey's 
testimony.  Rumsey  had  identified  a  group  of  persons 
whom  he  had  known  as  members  of  the  Communist 
Pany,  and  counsel  began  to  read  this  list  of  names  lo 
petitioner.  Petitioner  stated  that  he  did  noi  know  several 
of  the  persons.  Of  those  whom  he  did  know,  he  relused 
to  tell  whether  he  knew  them  to  have  been  members  of 
the  Communist  Pany.  He  explained  to  the  Subcommittee 
why  he  took  such  a  position: 

'I  am  not  going  to  plead  the  fifth  amendment,  but 
I  refuse  lo  answer  certain  questions  that  I  believe  are 
outside  the  proper  scope  of  your  committee  s  activi- 
ties. I  will  answer  any  questions  which  this  commit- 
lee  puts  to  me  about  myself.  I  will  also  answer  ques- 
tions about  those  persons  whom  I  knew  lo  be  members 


of  the  Communist  Party  and  whom  I  believe  still  are. 
[•••14]  I  will  not,  however,  answer  any  questions  with 
respect  to  others  with  whom  I  associated  in  the  past. 
I  do  not  believe  that  any  law  in  this  country  requires 
me  to  testify  about  persons  who  may  m  the  past  have 
been  Communist  Party  members  or  otherwise  engaged  in 
Communist  Party  activity  but  who  to  my  best  knowledge 
and  belief  have  long  since  removed  themselves  from  the 
Conmiunist  movement. 

"I  do  not  believe  that  such  questions  are  relevant  to  the 
work  of  this  committee  nor  do  I  believe  thai  this  com- 
mittee has  the  nght  to  undenake  the  public  exposure  of 
persons  because  of  their  past  activities.  1  may  be  wrong, 
and  the  committee  may  have  this  power,  but  until  and 
unless  a  coun  of  law  so  holds  and  directs  me  to  answer, 
I  most  firmly  refuse  to  discuss  the  political  activities  of 
my  past  associates."  n5 

n5  R.  85-86;  Heanngs.  supra,  note  2.  Pan  3.  at 
4275. 


[•186)  The  Chairman  of  the  Committee  submined 
a  rcpon  of  petitioner  s  refusal  to  answer  questioits  to 
ihe  House  of  Representatives.  H  R.  Rep.  No.  1579. 
[•••15]  83d  Cong..  2d  Sess  The  House  directed  the 
Speaker  lo  cenify  the  Committee  s  repon  to  the  United 
States  Attorney  for  initiation  of  cnminal  prosecution. 
H.  Res.  534.  83d  Cong..  2d  Sess.  n6  A  seven-count  in- 
dictment was  returned.  n7  Petitioner  waived  his  nght  to 
jury  tnal  and  was  found  guilty  on  all  counts  by  the  coun. 
The  sentence,  a  fine  of  S  100  and  one  year  in  pnson. 
was  suspended,  and  petitioner  was  placed  on  probation. 

n6  There  were  nine  citations  of  contempt  voted  at 
ihe  same  ume.  Petitioner's  case  was  the  second  to 
be  acted  upon.  There  was  no  debate  other  than  a 
statement  by  Representative  Javits  on  a  proposal  to 
consolidate  the  legislative  bodies  investigating  sub- 
version 100  Cong.  Rec.  6382-6386.  The  resolu- 
tion 10  prosecute  petitioner  passed  by  a  voice  vote. 

There  was  lengthier  discussion  and  a  recorded  vote 
on  the  first  case  considered  by  the  House.  Id.,  at 
6375-6382.  In  none  of  the  cases  was  there  any  de- 
bate on  the  ments  of  the  witnesses  conduct.  Id.,  at 
6375-6401. 

n7  The  counts  of  ihe  indictment  were  pat- 
terned from  the  sequence  of  the  questioning  by  the 
Committee.  Petitioner  was  asked  separately  atx>ut 
SIX  persons,  and  these  are  the  basis  of  the  first  six 
counts.  The  last  count  compnses  the  omnibus  ques- 
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tion  ihat  gave  a  list  of  twenty-five  names  for  peti- 
tioner to  identify.  With  two  exceptions,  the  ques- 
tions asked  for  knowledge  of  past  membership  in 
the  Communist  Parry.  The  context  of  the  interro- 
gation indicates  that  the  Committees  concern  was 
with  such  past  conduct.  Petitioner  agreed  to  and  did 
disclose  his  knowledge  of  those  he  believed  to  be 
present  members. 

[•••16] 

An  appeal  was  taken  to  the  Court  of  Appeals  for  the 
District  of  Columbia.  The  conviction  was  reversed  by 
a  three-judge  panel,  one  member  dissenting.  Upon  re- 
hearing en  banc,  the  full  bench  affirmed  the  conviction 
with  the  judges  of  the  original  majonty  in  dissent.  98 
U.S.  App.  D.C.  190.  233  F.  2d  681.  We  [••1179] 
granted  certiorari  [•IST]  because  of  the  very  important 
questions  of  constitutional  law  presented.  352  U.S.  S22. 

We  start  with  several  basic  premises  on  which  there  is 
general  agreement.  The  power  of  the  Congress  to  con- 
duct investigations  is  inherent  in  the  legislative  process. 
That  power  is  broad.  It  encompasses  Inquines  concern- 
ing the  administration  of  existmg  laws  as  well  as  pro- 
posed or  possibly  needed  statutes.  It  includes  surveys  of 
defects  in  our  social,  economic  or  political  system  for 
the  purpose  of  enabling  the  Congress  to  remedy  them. 
It  comprehends  probes  into  depanments  of  the  Federal 
Govenmient  to  expose  corruption,  inefficiency  or  waste. 
But,  broad  as  is  this  power  of  inquiry,  it  is  not  unlim- 
ited. There  is  no  general  authonty  to  expose  the  private 
affairs  of  individuals  without  justification  in  terms  of 
the  functions  of  the  Congress.  This  was  [•♦•17]  freely 
conceded  by  the  Solicitor  General  in  his  argument  of  this 
case.  n8  Nor  is  the  Congress  a  law  enforcement  or  trial 
agency.  These  are  functions  of  the  executive  and  judi- 
cial depanments  of  government.  No  inquiry  is  an  end  in 
itself;  it  must  be  related  to.  and  in  funherance  of.  a  le- 
gitimate task  of  the  Congress.  Investigations  conducted 
solely  for  the  personal  aggrandizement  of  the  investiga- 
tors or  to  "punish"  those  investigated  are  indefensible. 

n8  "Now,  we  don't  claim  on  behalf  of  the 
Government  that  there  is  any  right  to  expose  for 
the  purposes  of  exposure.  And  I  don't  know  that 
Congress  has  ever  claimed  any  such  nght.  But  we 
do  say.  in  the  same  breath,  that  there  is  a  nght  to 
inform  the  public  at  the  same  time  you  inform  the 
Congress." 

It  IS  unquestionably  the  duty  of  all  citizens  to  coop- 
erate with  the  Congress  in  its  effons  to  obtain  the  facts 
needed  for  intelligent  leeislative  action.   It  is  their  un- 


remitting obligation  to  respond  to  subpoenas,  to  respect 
the  dignity  of  the  Congress  and  its  committees  [♦•♦18] 
and  to  testify  [♦ISS]  fiilly  with  respect  to  matters  within 
the  province  of  proper  investigation.  This,  of  course, 
assumes  that  the  constitutional  rights  of  witnesses  will 
be  respected  by  the  Congress  as  they  are  in  a  court  of 
justice.  The  Bill  of  Rights  is  applicable  to  investigations 
as  to  all  forms  of  governmental  action.  Witnesses  cannot 
be  compelled  to  give  evidence  against  themselves.  They 
cannot  be  subjected  to  unreasonable  search  and  seizure. 
Nor  can  the  First  Amendment  freedoms  of  speech,  press, 
religion,  or  political  belief  and  association  be  abridged. 

The  rudiments  of  the  power  to  punish  for  "contempt  of 
Congress"  come  to  us  from  the  pages  of  English  history. 
The  origin  of  privileges  and  contempts  extends  back  into 
the  period  of  the  emergence  of  Parliament.  The  estab- 
lishment of  a  legislative  body  which  could  challenge  the 
absolute  power  of  the  monarch  is  a  long  and  bitter  story. 
In  that  struggle.  Parliament  made  broad  and  varied  use 
of  the  contempt  power.  Almost  from  the  begiiming, 
both  the  House  of  Commons  and  the  House  of  Lords 
claimed  absolute  and  plenary  authority  over  their  privi- 
leges. This  was  an  independent  body  of  law,  described 
byCokeaslexparliamenii.  [♦♦♦19]  n9  Only  Parliament 
could  declare  what  those  privileges  were  or  what  new 
privileges  were  occasioned,  and  only  Parliament  could 
judge  what  conduct  constimted  a  breach  of  privilege. 

n9  Coke.  Fourth  Institute,  15. 

In  panicular,  this  e.\clusion  of  lex  parliamenti  from 
the  lex  terrae,  or  law  of  the  land,  precluded  judicial 
review  of  the  exercise  of  the  contempt  power  or  the  as- 
sertion of  privilege.  Parliament  declared  that  no  coun 
had  jurisdiction  to  consider  such  questions.  In  the  lat- 
ter part  of  the  seventeenth  century,  an  action  for  false 
imprisonment  was  brought  by  one  Jay  who  had  been 
held  in  contempt.  The  defendant,  the  Serjeant-at-Arms 
of  [••I  180]  the  House  of  Commons,  demurred  that  he 
had  taken  the  plaintiff  [*189]  into  custody  for  breach 
of  privilege.  The  Chief  Justice.  Pembenon.  overruled 
the  demurrer.  Summoned  to  the  bar  of  the  House,  the 
Chief  Justice  explained  that  he  believed  that  the  asser- 
tion of  privilege  went  to  the  merits  of  the  action  and  did 
not  preclude  junsdiction.  For  his  audacity,  the  [•••20] 
Chief  Justice  was  dispatched  to  Newgate  Prison.  nlO 

nlO   H.   Comm.      J.   (1688-1693)  227;    Jay  v. 
Topham.  12  How.  St.  Tr.  822. 

It    seems    inevitable    that    the    power   claimed    by 
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Parliamem  would  have  been  abused.  Unquestionably 
it  was.  A  few  examples  illustrate  the  way  in  which  in- 
dividual rights  were  infringed.  Dunng  the  seventeenth 
century,  there  was  a  violent  upheaval,  both  religious  and 
political.  This  was  the  time  of  the  Reformation  and  the 
establishment  of  the  Church  of  England.  It  was  also  the 
penod  when  the  Stuarts  proclaimed  that  the  royal  pre- 
rogative was  absolute.  Ultimately  there  were  two  rev- 
olutions, one  protracted  and  bloody,  the  second  with- 
out bloodshed.  Cntical  commentary  of  all  kinds  was 
treated  as  contempt  of  Parliament  in  these  troubled  days. 
Even  clergymen  were  impnsoned  for  remarks  made  in 
their  sermons,  nil  Perhaps  the  outstanding  case  arose 
from  the  private  conversation  of  one  Floyd,  a  Catholic, 
in  which  he  expressed  pleasure  over  the  misfonune  of 
the  King's  Protestant  son-in-law  and  [•••21]  his  wife. 
Floyd  was  not  a  member  of  Parliament.  None  of  the 
persons  concerned  was  in  any  way  connected  with  the 
House  of  Commons.  Nevertheless,  that  body  imposed 
an  humiliating  and  cruel  sentence  upon  Floyd  for  con- 
tempt. nl2  The  House  of  Lx)rds  intervened.  [*190]  re- 
buking the  Commons  for  their  extension  of  the  privilege. 
The  Commons  acceded  and  transferred  the  record  of  the 
case  to  the  Lords,  who  imposed  substantially  the  same 
penalty.  nl3 

nil  Proceedings  against  Richard  Thompson.  S 
How.  St.  Tr.  2:  Witike.  The  History  of  English 
Parliamentary  Pnvilege.  50. 

nl2  "Floyd,  for  uttering  a  few  contemptible  ex- 
pressions, was  degraded  from  his  gentility,  and  lo  be 
held  an  infamous  person;  his  testimony  not  to  be  re- 
ceived; to  ride  from  the  Fleet  to  Cheapside  on  horse- 
back, without  a  saddle,  with  his  face  to  the  horse's 
tail,  and  the  tail  in  his  hand,  and  then  lo  stand  two 
hours  in  the  pillory,  and  to  be  branded  in  the  fore- 
head with  the  letter  K;  to  ride  four  days  afterwards 
in  the  same  manner  to  Westminster,  and  then  to  stand 
two  hours  more  in  the  pillory,  with  words  on  a  paper 
in  his  hat  showing  his  offence;  lo  be  whipped  at  the 
cart's  tail  from  the  Fleet  to  Westminster  Hall;  to  pay 
a  tine  of  50001.;  and  to  be  a  prisoner  in  Newgate 
dunng  his  life."  1  De  Lolme,  The  Rise  and  Progress 
of  the  English  Constitution.  348 
[*"221 

nl3  H.L.J.  (1620-1628)  110-111.  113,  116.  124. 
125,  127,  132.  133-134.  183;  Wiiike.  76-77.  See 
also  Keike,  Constitutional  Law  and  Cases.  155-156. 

Later  in  that  century,  during  the  reign  of  Charles  II, 
there  was  great  unrest  over  the  fact  that  the  heir  appar- 
ent, James,  had  embraced  Catholicism.    Anti-Calholic 


feeling  ran  high,  spilling  over  a  few  yean  later  when 
the  infamous  rogue,  Titus  Oaies,  inflamed  the  country 
with  rumors  of  a  "Popish  Plot'  to  murder  the  King. 
A  committee  of  Parliament  was  appomted  to  learn  the 
sources  of  certain  pamphlets  that  had  been  appearing. 
One  was  entitled:  The  Grand  Question  Concerning  the 
Prorogation  of  this  Parliament  for  a  Year  and  Three 
Months  Stated  and  Discussed.  A  Doctor  Carey  admined 
to  the  committee  that  he  knew  the  author,  but  refused  to 
divulge  his  name.  Brought  to  the  bar  of  the  House  of 
Lords,  he  persisted  m  this  stand.  The  House  imposed  a 
fine  of  L  1 .000  and  committed  the  witness  to  the  Tower 
nl4 

nl4  H.L.J.  (1675-1681)54-55. 

[•••23] 

A  hundred  years  later.  George  III  had  managed  to  gain 
control  of  Parliament  through  his  ministers.  The  King 
could  not  silence  the  opposition,  however,  and  one  of 
the  most  vocal  was  John  Wilkes.  This  precipitated  a 
[•191]  struggle  that  lasted  [••1181]  for  several  years 
until  Wilkes  finally  prevailed.  One  writer  sums  up  the 
case  thus: 

"He  had  won  a  victory  for  freedom  of  the  press.  He 
had  directed  popular  attention  to  the  royally<ontrolled 
House  of  Commons,  and  pomied  out  its  unrepresentative 
character,  and  had  shown  how  easily  a  claim  of  pnvi- 
lege might  be  used  to  sanction  the  arbitrary  proceedings 
of  ministers  and  Parliament,  even  when  a  fundamental 
right  of  the  subject  was  concerned.  It  was  one  of  life's 
little  ironies  that  work  of  such  magnitude  had  been  re- 
served for  one  of  the  worst  libenines  and  demagogues 
of  all  time."  nl5 

nl5  Wittke.  122-123.  With  all  his  knavery. 
Wilkes  was  long  a  hero  with  certain  persecuted 
groups  in  England.  Here,  streets  and  other  public 
places  have  been  named  for  him  and  his  wntings. 

[•••24] 

Even  as  late  as  1835.  the  House  of  Commons  ap- 
pointed a  select  committee  to  inquire  into  ". 
the  ongin.  nature,  extent  and  tendency  of  the  Orange 
Institutions. "  This  was  a  political-religious  organization, 
vehemently  Protestant  in  religion  and  strongly  m  favor 
of  the  growth  of  the  Bniish  Empire.  The  committee  sum- 
moned the  Deputy  Grand  Secretary  and  demanded  that 
he  produce  all  the  records  of  the  organization.  The  wit- 
ness refused  to  turn  over  a  letter-book,  which  he  admit- 
ted contained  his  answers  to  many  commumcations  upon 
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Orange  business.  But  it  also  contained,  he  said,  records 
of  private  communications  with  respect  to  Orangeism. 
Summoned  to  the  bar  of  the  House  of  Commons,  he  re- 
mained adamant  and  was  committed  to  Newgate  Prison. 
nl6 


nl6H.  Comm.  J.  (1835)  533.  564-565,  571.  575. 

Modem  times  have  seen  a  remarkable  restraint  in  the 
use  by  Parliament  of  its  contempt  power.  Imponant 
investigations,  like  those  conducted  in  America  by  con- 
gressional cotnmittees,  are  made  by  Royal  Commissions 
[•192]  of  Inquiry.  [•••25]  nl7  These  commissions 
are  comprised  of  expens  in  the  problem  to  be  studied. 
They  are  removed  from  the  turbulent  forces  of  politics 
and  panisan  considerations.  Seldom,  if  ever,  have  these 
comimssions  been  given  the  authority  to  compel  the  tes- 
timony of  witnesses  or  the  production  of  documents. 
nl8  Their  success  in  fulfilling  their  fact-finding  mis- 
sions without  resort  to  coercive  tactics  is  a  tribute  to  the 
fairness  of  the  processes  to  the  witnesses  and  their  close 
adherence  to  the  subject  matter  committed  to  them. 

nl7  Finer,  Congressional  Investigations;  The 
Bntish  System,  18  U.  of  Chi.  L.  Rev.  521,554-561; 
Smelser,  Legislative  Investigations;  Safeguards  for 
Wimesses;  The  Problem  in  Historical  Perspective, 
29  Noire  Dame  Law.  163.  167:  Clokie  &  Robinson, 
Royal  Commissions  of  Inquiry. 

nl8  Finer,  559;  Smelser,  167;  Clokie  &  Robinson, 
186-187. 

The  history  of  contempt  of  the  legislature  in  this  coun- 
try is  notably  different  from  that  of  England.  In  the 
early  days  of  the  United  States,  there  lingered  the  di- 
rect [•••261  knowledge  of  the  evil  effects  of  absolute 
power.  Most  of  the  instances  of  use  of  compulsory  pro- 
cess by  the  first  Congresses  concerned  matters  affecting 
the  qualification  or  integrity  of  their  members  or  came 
about  in  inquiries  dealing  with  suspected  corruption  or 
mismanagement  of  government  officials.  nl9  Unlike 
the  English  practice,  from  the  very  outset  the  use  of 
contempt  power  by  the  legislature  was  deemed  subject 
to  judicial  review.  n20 


n20  The  first  case  to  reach  this  Coun  was  Anderson 
v.  Dunn,  6  Wheat. 204.  which  upheld  the  power  of 
the  House  of  Representatives  to  repnmand  a  person 
for  attempting  to  bnbe  a  member  of  the  House. 

[••1182]  There  was  very  little  use  of  the  power  of 
compulsory  process  in  early  years  to  enable  the  Congress 
to  obtain  facts  pertinent  to  the  enactment  of  new  statutes 
[•••27]  or  the  [^193]  administration  of  existing  laws. 
The  first  occasion  for  such  an  investigation  arose  in  1827 
when  the  House  of  Representatives  was  considenng  a  re- 
vision of  the  tariff  laws.  n21  In  the  Senate,  there  was  no 
use  of  a  fact-finding  investigation  in  aid  of  legislation 
until  1859.  n22  In  the  Legislative  Reorganization  Act, 
the  Committee  on  Un-American  Activities  was  the  only 
standing  committee  of  the  House  of  Representatives  that 
was  given  the  power  to  compel  disclosures.  n23 

n2 1  On  December  31.  1 827 .  the  House  Committee 
on  Manufacturers  was  given  the  task  of  inquiring 
into  the  effect  that  the  proposed  upward  revision  in 
the  tariff  schedules  would  have  upon  domestic  man- 
ufacturers. The  power  of  the  House  to  authorize  a 
fact-finding  inquiry  in  aid  of  legislation  was  seri- 
ously challenged.  After  full  debate  the  investigation 
was  authorized  by  a  vote  of  102  to  88.  4  Cong.  Deb. 
889. 

n22  The  subject  matter  of  the  select  committee  was 
".  .  .the  late  invasion  and  seizure  of  the  armory 
and  arsenal  of  the  United  Slates  at  Harper's  Ferry,  in 
Virginia,  by  a  band  of  armed  men  ....  And  that 
said  committee  [shall]  repon  whether  any  and  what 
legislation  may,  in  their  opinion,  be  necessary,  on 
the  pan  of  the  United  States,  for  the  future  preserva- 
tion of  the  peace  of  the  country,  or  for  the  safety  of 
the  public  property;  and  that  said  comrmttee  [shall] 
have  power  to  send  for  persons  and  papers."  Cong. 
Globe.  36th  Cong..  1st  Sess.  141  (1859). 
[•••28] 

n23  60  Stat.  828-829.  AH  standing  committees 
in  the  Senate  were  invested  with  the  power  of  com- 
pulsory process.  60  Stat.  830-831.  During  the 
83d  Congress,  two  other  standing  committees  in  the 
House  of  Representatives,  the  Appropnations  and 
Govemmeni  Operations  Committees,  possessed  that 
power.  99  Cong.  Rec.   16-19. 


nl9  See  Landis.  Constitutional  Limitations  on  the 
Congressional  Power  of  Investigation,  40  Han:  L. 
Rev.  153.  168-191:  Potts.  Power  of  Legislative 
Bodies  to  Punish  for  Contempt.  74  U.  of  Pa.  L. 
Rev.  691,  719-725. 


It  is  not  surprising,  from  the  fact  that  the  Houses  of 
Congress  so  sparingly  employed  the  power  to  conduct 
investigations,  that  there  have  been  few  cases  requinng 
judicial  review  of  the  power.    The  Nation  was  almost 
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one  hundred  years  old  before  ihe  first  case  reached  this 
Court  to  challenge  the  use  of  compulsory  process  as  a 
legislative  device,  rather  than  in  inquiries  concerning  the 
elections  ['194]  or  pnvileges  of  Congressmen.  n24  In 
Kilboum  v.  Thompson.  J 03  U.S.  168.  decided  in  1881. 
an  investigation  had  been  authonzed  by  the  House  of 
Representatives  to  learn  the  circumstances  surrounding 
the  banJtrupicy  of  Jay  Cooke  &  Company,  m  which  the 
United  States  had  deposited  funds.  The  committee  be- 
came particularly  mterested  in  a  pnvate  real  estate  pool 
that  was  a  part  [•••29]  of  the  financial  structure.  The 
Court  found  that  the  subject  matter  of  the  inquiry  was  "in 
its  nature  clearly  judicial  and  therefore  one  in  respect  to 
which  no  valid  legislation  could  be  enacted. "  The  House 
had  thereby  exceeded  the  limits  of  its  own  authority. 

n24  The  first  coun  that  was  called  upon  to  re- 
view the  constitutional  validity  ot  a  legislative  in- 
quiry was  the  New  York  Court  of  Common  Pleas. 
The  case  arose  out  of  the  inquiry  by  the  Common 
Council  of  New  York  into  the  conduct  of  the  Police 
Department  in  1 855 .  Judge  Charles  Patrick  Daly  up- 
held the  investigative  power  as  implicit  in  the  func- 
tions of  a  legislature,  but  ruled  that  the  examination 
of  witnesses  must  be  confined  to  the  subject  under 
investigation.  Applying  this  standard,  he  ruled  thai 
questions  directed  to  the  national  origin  of  policemen 
were  improper  under  the  investigators  authorizing 
resolution.  Briggs  v.  .Mackeller.  2  Abbott  s  Practice 
Repons  30  (NY.  Common  Pleas  I855i. 

Subsequent  to  the  decision  in  Kilboum.  until  re- 
cent (•••301  times,  there  were  ver\'  lew  cases  dealing 
with  the  investigative  power.  n25  The  matter  came  to 
[••1183]  the  lore  again  when  ihe  Senate  undertook  lo 
study  the  corruption  in  the  handling  of  oil  leases  in  the 
1920's.  In  McCrain  -■.  Dau^hem.  273  U.S.  135.  and 
Sinclair  v.  United  Slates.  279  U.S.  263.  the  Court  ap- 
plied the  precepts  of  Kilboum  to  uphold  the  authority  of 
the  Congress  lo  conduct  the  challenged  invesiigations. 
Tlie  Coun  recognized  the  danger  lo  etfectivc  and  honest 
conduct  of  the  Government  [•195]  if  the  legislature  s 
power  10  probe  corruption  in  the  executive  branch  were 
unduly  hampered. 

n25  In  re  Chapman.  166  U.S.  661  (upheld  con- 
viction under  R.S.  ^  102.  forerunner  of  2  U.S.C.  % 
192.  for  refusal  to  answer  questions  in  inquiry  inio 
charges  ot  corruption  among  cenain  Senators  wiih 
respect  to  pending  bill  on  sugar  lariffi:  cf.  Marshall 
V.  Ctyrdon.  243  U.S.  521. 


Following  these  imponant  decisions,  there  was  an- 
other lull  in  judicial  review  of  investigations.  The  ab- 
sence of  challenge.  [•••31]  however,  was  not  indicative 
of  the  absence  of  inquiries.  To  the  contrary,  there  was 
vigorous  use  of  the  investigative  process  by  a  Congress 
bent  upon  harnessing  and  directing  the  vast  economic 
and  social  forces  of  the  times.  Only  one  case  came  be- 
fore this  Court,  and  the  authonty  of  the  Congress  was 
affirmed.  n26 


n26  Jumey  v.  MacCracken.  294  U.S.  125  (^upheld 
power  of  Senate  to  punish  as  a  contempt  the  action 
of  a  witness  in  allowing  ihe  destruction  and  removal 
of  papers  subject  to  the  subpoena  of  a  Senate  com- 
nuttee;  held  that  enactment  of  2  U.S.C.  §  192  did 
not  impair  contempt  power  of  Houses  of  Congress). 

In  the  decade  following  World  War  11.  there  appeared  a 
new  kind  of  congressional  inquiry  unknown  in  prior  pe- 
nods  of  American  history.  Principally  this  was  the  result 
of  the  various  investigations  into  the  threat  of  subver- 
sion of  the  United  Slates  Govemment.  but  other  subjects 
of  congressional  interest  also  contributed  to  the  changed 
scene.  This  new  phase  oi  legislative  inquiry  involved  a 
broad-scale  [•••32]  intrusion  into  the  lives  and  affairs  of 
private  citizens.  It  brought  before  the  courts  novel  ques- 
tions of  the  appropnaie  limits  of  congressional  inquiry. 
Pnor  cases,  like  Kilboum.  McGram  and  Sinclair,  had 
defined  the  scope  of  investigative  power  m  terms  of  the 
inherent  limiiations  of  the  sources  of  that  power  In  the 
more  recent  cases,  the  emphasis  shifted  to  problems  of 
accommodating  the  interest  of  the  Government  with  the 
rights  and  privileges  of  individuals.  The  central  theme 
was  Ihe  application  of  the  Bill  of  Rights  as  a  restraint 
upon  the  assertion  of  govcmmental  power  in  this  form. 

It  was  during  this  period  that  the  Fifth  Amendment 
privilege  against  self-incnmination  was  frequently  in- 
voked [•196]  and  recognizjid  as  a  legal  limit  upon  the 
authority  of  a  committee  lo  require  ihai  a  witness  answer 
Its  questions.  n27  Some  early  doubts  as  to  the  applicabil- 
ity of  that  privilege  before  a  legislative  committee  never 
maiured.  n28  When  the  matter  reached  this  Court,  the 
Govemment  did  not  challenge  in  any  way  that  the  Fifth 
.Xmendment  protection  was  available  lo  the  witness,  and 
such  a  challenge  could  not  have  prevailed.  It  confined  its 
argument  to  the  character  [•••33]  of  the  answers  sought 
and  to  ihc  adequacy  of  the  claim  ot  pnvilege.  Qumn  v. 
Untied  States.  3-f9  U.S.  155:  Emspak  v.  United  States. 
349  U.S.  /90.C*I184]  Bariv.  Umted States.  349  U.S. 
219.  n29 


n27  The  first  reported  case  in  which  the  claim  of 
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the  pnvilege  against  self-incnmination  was  allowed 
in  a  congressional  inquiry  proceeding  was  United 
Stales  V.  Yukio  Abe.  95  E  Supp.  991.  Pnor  thereto, 
several  state  courts  had  held  that  legislative  inves- 
tigations were  subject  to  the  witness'  privilege  not 
to  accuse  himself  under  state  constitutions.  Emery's 
Case,  107  Mass.  172.  decided  in  1871  is  the  ear- 
liest. See  aiso  Ex  pane  Johnson,  187  S.C.  1,  196 
S.E.  164. 

n28  E.G.,  Excerpts  from  Hearings  before  the 
House  of  Representatives  Committee  on  Un- 
American  Activities  -  Regarding  Investigation  of 
Communist  Activities  in  Coimection  with  the  Atom 
Bomb,  80ih  Cong.,  2d  Sess.  5:  N.Y.  Herald 
Tribune,  Sept.  6,  1948.  p.  3,  col.  6-7. 

ii29  Appropriateness  of  the  privilege  has  been  up- 
held without  question  in  many  cases  arising  out 
of  congressional  inquiry.  See,  e.g.,  Starkovich  v. 
United  States.  231  F.  2d  411;  Aiuppa  v.  United 
States.  201  F.  2d  287:  United  Stales  v.  Costello. 
198  F  2d  200:  Marcello  v.  United  Slates.  196  F  2d 
437:  United  States  v.  Di  Carlo.  102  F  Supp.  597: 
United  Slates  v.  Licavoli.  102  F  Supp.  607:  United 
States  V.  Cohen.  101  F.  Supp.  906:  United  Stales  v. 
Jaffe.  98  F.  Supp.  191:  United  States  v.  Filzpainck. 
96  F.  Supp.  491:  United  States  v.  Raley.  96  F.  Supp. 
495:  United  States  v.   Yukio  Abe.  95  F  Supp.  991. 

[•••34] 

A  far  more  difficult  task  evolved  from  the  claim  by 
witnesses  that  ihe  committees'  inierrogaiions  were  in- 
fringements upon  the  freedoms  of  the  First  Amendment. 
n30  [•197]  Clearly,  an  mvestigaiion  is  subject  to  the 
command  that  the  Congress  shall  make  no  law  abridg- 
ing freedom  of  speech  or  press  or  assembly.  While  it  is 
true  that  there  is  no  statute  to  be  reviewed,  and  (hat  an 
investigation  is  noi  a  law.  nevertheless  an  investigation 
is  part  of  law-making.  It  is  justified  solely  as  an  adjunct 
to  the  legislative  process.  The  Firsl  Amendment  may  be 
invoked  against  infringemeni  of  the  protected  freedoms 
by  law  or  by  lawmaking.  n31 


n30  The  first  reponed  decision,  made  in  1947. 
grew  out  of  the  inquirv  of  the  Un-American 
Activities  Commiitee  into  cenain  organuations  sus- 
pected of  subversive  actions.  Subpoenas  duces 
tecum  had  been  issued  calling  lor  the  correspondence 
and  other  records  of  these  organizations.  Refusals 
to  comply  were  followed  by  prosecutions  under  2 
U.S.C.^  192.  The  District  Coun  denied  motions  to 
dismiss  the  indictments  m  United  States  v.    Br\an. 


72  F  Supp.    58.    The  decision  with  respect  to  the 
First  Amendment  was  affirmed  m  Barsky  v.  United 
States,  167  F  2d  241. 
[•••35] 

n31  See  United  States  v.  Rumely,  345  U.S.  41,  43- 
44:  iMwson  V.  United  Slates.  176  F.  2d  49,  51-52: 
Barsky  v.  United  Slates.  167  F  2d  241.  244-250: 
United  Slates  v.  Josephson,  165  F.  2d  82.  90-92. 

Abuses  of  the  investigative  prcKess  may  impercepti- 
bly lead  to  abridgment  of  protected  freedoms.  The  mere 
summoning  of  a  witness  and  compelling  him  to  testify, 
against  his  will,  about  his  beliefs,  expressions  or  asso- 
ciations IS  a  measure  of  governmental  interference.  And 
when  those  forced  revelations  concern  matters  that  are 
unonhodox,  unpopular,  or  even  hateful  to  the  general 
public,  the  reaction  in  the  life  of  the  witness  may  be  dis- 
astrous. This  effect  is  even  more  harsh  when  it  is  past 
beliefs,  expressions  or  associations  that  are  disclosed  and 
judged  by  current  standards  rather  than  those  contempo- 
rary with  the  matters  exposed.  Nor  does  the  witness 
alone  suffer  the  consequen;es.  Those  who  are  identi- 
fied by  witnesses  and  thereby  placed  in  the  same  glare 
of  publicity  are  equally  subject  to  public  stigma,  scorn 
and  obloquy.  Beyond  that,  there  is  the  more  subtle  and 
[•••36]  immeasurable  effect  upon  those  who  tend  to 
adhere  to  [*198]  the  most  orthodox  and  uncontrover- 
sial  views  and  associations  m  order  to  avoid  a  similar 
fate  at  some  future  time.  That  this  impact  is  panly  the 
result  of  non-govemmenial  activity  by  pnvate  persons 
cannot  relieve  the  investigators  of  their  responsibility  for 
initiating  the  reaciion. 

The  Coun  recognized  the  restraints  of  the  Bill  of 
Rights  upon  congressional  investigations  in  United 
Stales  V.  Riimelv.  345  U.S.  41.  Tlie  magnitude  and  com- 
plexity of  the  problem  of  applying  the  First  Amendment 
to  that  case  led  the  Court  to  construe  narrowly  the  reso- 
lution describing  the  committee's  authonfy.  It  was  con- 
cluded that,  when  First  .Amendment  nghts  are  threat- 
ened, the  delegation  of  power  to  the  cotiuniitee  must  be 
clearly  revealed  in  us  charter. 

[••1185]  Accommodation  of  the  congressional  need 
for  panicular  information  with  the  individual  and  per- 
sonal interest  in  privacy  is  an  arduous  and  delicate  task 
for  any  coun.  We  do  not  underestimate  the  difficul- 
ties that  would  attend  such  an  undenaking.  It  is  mani- 
fest thai  despiie  ihe  .idverse  effects  which  follow  upon 
compelled  disclosure  of  private  matters,  not  all  such  in- 
quiries [***371  are  barred.  Kilboum  v.  Thompson 
leaches  ihat  such  an  invesiigation  into  individual  affairs 
is  invalid  if  unrelated  to  any  legislative  purpose.  That  is 
beyond  the  powers  conferred  upon  the  Congress  in  the 
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Constitution.  United  States  v.  Rumely  makes  it  plain 
that  the  mere  semblance  of  legislative  purpose  would  not 
justify  an  inquiry  in  the  face  of  the  Bill  of  Rights.  The 
cniicai  element  is  the  existence  of.  and  the  weight  to 
be  ascnbed  to.  the  interest  of  the  Congress  m  demand- 
ing disclosures  from  an  unwilling  witness.  We  cannot 
simply  assume,  however,  that  every  congressional  inves- 
tigation IS  justified  by  a  public  need  that  overbalances 
any  pnvaie  rights  affected.  To  do  so  would  be  to  abdi- 
cate the  responsibility  placed  by  the  Constimtion  upon 
the  judiciary  to  insure  that  the  Congress  does  not  unjus- 
tifiably encroach  upon  an  individual's  [•199]  right  to 
privacy  nor  abndge  his  libeny  of  speech,  press,  religion 
or  assembly. 

Petitioner  has  earnestly  suggested  that  the  difficult 
questions  of  protecting  these  rights  from  infnngemenl 
by  legislative  inquines  can  be  surmounted  in  this  case 
because  there  was  no  public  purpose  served  in  his  in- 
terrogation. His  [•••38]  conclusion  is  based  upon  the 
thesis  that  the  Subcommittee  was  engaged  in  a  program 
of  exposure  for  the  sake  of  exposure.  The  sole  purpose 
of  the  inquiry,  he  contends,  was  to  brine  down  upon 
himself  and  others  the  violence  of  public  reaction  be- 
cause of  their  past  beliefs,  expressions  and  associations. 
In  support  of  this  argument,  petitioner  has  marshalled 
an  impressive  array  of  evidence  that  some  Congressmen 
have  believed  that  such  was  their  duly,  or  pan  of  it.  n32 


n32  In  a  report  to  the  House,  the  Committee  de- 
clared: 

"While  Congress  does  not  have  the  power  to  deny 
to  citizens  the  right  to  believe  m.  leach,  or  advocate, 
communism,  fascism,  and  naziism.  it  does  have  the 
nghi  to  focus  the  spotlight  of  publicity  upon  their 
activities  ..."  H.R.  Rep.  No.  2.  76th  Cong.. 
1st  Sess.  13. 

A  year  later,  the  Committee  reponed  that  "... 
investigation  lo  inform  the  American  people  .  .  . 
is  the  real  purpose  of  the  Hou.se  Committee."  H.R 
Rep.  No.   1476.  76th  Cong..  3d  Sess.   1-2. 

A  pamphlet  issued  by  the  Committee  in  195 1  slated 
that:  "Exposure  in  a  systemaiic  way  began  with  the 
formation  of  the  House  Committee  on  Un-American 
Aciiviiies.  May  26.  1938."  The  Committee  believed 
itself  commanded  "...  to  expose  people  and  orga- 
nizations attempiing  to  destroy  ihis  country.  That  is 
still  us  job  and  to  ihai  job  it  sticks, "  100  Things  You 
Should  Know  About  Communism.  H.R.  Doc.  No. 
136.  82d  Cong..  1st  Sess.   19.  67. 

In  us  annual  reports,  the  Committee  has  devoted 
a  large  part  of  us  inlormalion  to  a  public  listing  of 


names  along  with  a  summary  of  their  activities.  *. 
.  .  [T]he  committee  feels  that  the  Congress  and  the 
Amencan  people  will  have  a  much  clearer  and  fuller 
picture  of  the  success  and  scope  of  communism  m 
the  United  States  by  having  set  forth  the  names  and. 
where  possible,  the  positions  occupied  by  individu- 
als who  have  been  identified  as  Commimists,  or  for- 
mer Communists,  during  the  past  year."  H.R.  Rep. 
No.  2516,  82d  Cong..  2d  Sess.  6-7. 

[•••39] 

[•200]  We  have  no  doubt  that  there  is  no  congres- 
sional power  to  expose  for  the  sake  of  exposure.  The 
public  is.  of  course,  entitled  to  be  informed  concerning 
the  workings  of  its  government.  nJ3  [••1186]  That 
caiuiot  be  inflated  into  a  general  power  to  expose  where 
the  predominant  result  can  only  be  an  invasion  of  the  pri- 
vate rights  of  individuals.  But  a  solution  lo  our  problem 
is  not  to  be  found  in  testing  the  motives  of  commiitee 
members  for  this  purpose.  Such  is  not  our  function. 
Their  motives  alone  would  not  vitiate  an  investigaiion 
which  had  been  instituted  by  a  House  of  Congress  if  that 
assembly's  legislative  purpose  is  being  served.  n34 

n33  We  are  not  concerned  with  the  power  of  the 
Congress  to  inquire  into  and  publicize  corruption, 
maladministration  or  inefficiency  in  agencies  of  the 
Government.  That  was  the  only  kind  of  activ- 
ity dcscnbcd  by  Woodrow  Wilson  in  Congressional 
Government  when  he  wrote:  "The  infomung  func- 
tion of  Congress  should  be  preferred  even  to  its 
legislative  function."  Id.,  at  303.  From  the  ear- 
liest times  in  its  history,  the  Congress  has  assidu- 
ously perlbrmed  an  "iniorming  function"  of  this  na- 
ture. See  Landis.  Constitutional  Liimtalions  on  the 
Congressional  Power  of  Investigation,  40  Harv.  L. 
Rev.  153.  168-194. 
[•••40] 

n34  Compare  the  treatment  of  this  point  in 
Barenblatt  v.  United  States.  240  F.  2d  875.  380- 
SSl:  Morford  v.  United  Stales.  176  F.  2d  54.  58: 
Eisler  V.  United  Slates.  170  F  2d  273.  278-279: 
Untied  Slates  v.  Josephson.  165  F.  2d  82.  89:  and 
United  States  v.  Kamin.  136  F  Supp.  791.  800-801. 

Petitioner's  contentions  do  point  to  a  situation  of  par- 
ticular signit'icance  from  the  standpoint  of  the  consti- 
tutional limitations  upon  congressional  investigations. 
The  theory  of  a  committee  inquiry  is  that  the  comnuttee 
members  are  serving  as  the  representatives  of  the  par- 
ent assembly  in  collecting  inlormalion  for  a  legislative 
purpose.    Tlieir  function  is  to  act  as  the  eyes  and  ears 
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of  the  Congress  in  obtaining  facts  upon  which  the  full 
legislature  can  aa.  To  carry  out  this  mission,  commit- 
tees and  subcommittees,  sometimes  one  Congressman, 
[•201]  are  endowed  with  the  full  power  of  the  Congress 
to  compel  testimony.  In  this  case,  only  two  men  exer- 
cised that  authority  in  demanding  information  over  pe- 
titioner's protest. 

An  essential  premise  in  this  situation  is  that  [•••41] 
the  House  or  Senate  shall  have  instructed  the  committee 
members  on  what  they  are  to  do  with  the  power  dele- 
gated to  them.  It  is  the  responsibility  of  the  Congress, 
in  the  first  instance,  to  insure  that  compulsory  process  is 
used  only  in  furtherance  of  a  legislative  purpose.  That 
requires  that  the  instructions  to  an  investigating  com- 
mittee spell  out  that  group's  jurisdiction  and  purpose 
with  sufficient  panicularity.  Those  instructions  are  em- 
bodied in  the  authorizing  resolution.  That  document 
is  the  committee's  charter.  Broadly  drafted  and  loosely 
worded,  however,  such  resolutions  can  leave  tremendous 
latitude  to  the  discretion  of  the  investigators.  The  more 
vague  the  committee's  chaner  is,  the  greater  becomes 
the  possibility  that  the  committee's  specific  actions  are 
not  in  conformity  with  (he  will  of  the  parent  House  of 
Congress. 

The  auihonzing  resolution  of  the  Un-American 
Activities  Committee  was  adopted  in  1938  when  a  select 
comimitee,  under  the  chairmanship  of  Representative 
Dies,  was  created.  n35  Several  years  later,  the 
Committee  was  made  a  standing  organ  of  the  House  with 
the  same  mandate.  n36  It  defines  the  Committee's  au- 
thority as  follows: 

'The  Committee  on  Un-American  [•••42]  Activities, 
as  a  whole  or  by  subcommittee,  is  authorized  to  make 
from  time  to  time  investigations  of  ( 1)  the  extent,  char- 
acter, and  objects  of  un-Amencan  propaganda  activities 
in  the  United  States.  (2)  the  diffusion  [♦202]  within 
the  United  States  of  subversive  and  un-Amencan  pro- 
paganda that  is  instigated  from  foreign  countries  or  of 
a  domestic  origin  and  attacks  the  pnnciple  of  the  form 
of  government  as  guaranteed  by  our  Constitution,  and 
(3)  ail  other  questions  in  relation  thereto  that  would  aid 
Congress  in  [••1187]  any  necessary  remedial  legisla- 
tion." n37 


n35  H.  Res.  282.  75th  Cong..  3d  Sess..  83  Cong. 
Rec.  7568.  7586. 

n36  H.  Res.   5.  79th  Cong.,  Isi  Sess..  91  Cong. 
Rec.  10,  15. 

n37  H.  Res.    5.  83d  Cong..  1st  Sess..  99  Cong. 
Rec.   18.  24. 


It  would  be  difficult  to  imagine  a  less  explicit  au- 
thorizing resolution.  Who  can  defme  the  meaning  of 
"un-American"?  What  is  that  single,  solitary  "princi- 
ple of  the  form  of  government  as  guaranteed  by  our 
Constitution"?  n38  There  is  no  need  to  dwell  upon  the 
language,  [•••43]  however  At  one  time,  perhaps, 
the  resolution  might  have  been  read  narrowly  to  confine 
the  Committee  to  the  subject  of  propaganda.  n39  The 
events  that  have  transpired  in  the  fifteen  years  before 
the  interrogation  of  petitioner  make  such  a  construction 
impossible  at  this  date. 

n38  For  contrasting  views,  see  Morford  v.  United 
States.  176  F.  2d  54.  57-5 S.  and  Barsky  v.  United 
Slates.  167  F.  2d  241.  247-248. 

n39  The  language  of  the  resolution  was  obviously 
taken  from  the  Dickstein  resolution,  which  estab- 
lished the  McCormack  Committee  in  1934  to  study 
Nazi  and  other  propaganda  sent  into  the  United  States 
from  foreign  countnes.  H.  Res.  198,  73d  Cong., 
2d  Sess.,  78  Cong.  Rec.  4934,  4949. 

The  members  of  the  Ccmmiiiee  have  clearly  demon- 
strated that  ihey  did  not  feel  themselves  restricted  m  any 
way  to  propaganda  in  the  narrow  sense  of  the  word.  n40 

[*203]  Unquestionably  the  Committee  conceived  of  its 
task  in  the  grand  view  of  its  name.  Un-Amencan  activ- 
ities were  its  target,  no  matter  how  [•••44]  or  where 
manifested.  Notwithstanding  the  broad  purview  of  the 
Committee  s  experience,  the  House  of  Representatives 
repeatedly  approved  its  continuation.  Five  times  it  ex- 
tended the  life  of  the  special  committee.  n41  Then  it 
made  the  group  a  standing  committee  of  the  House.  n42 
A  year  later,  the  Committee's  chaner  was  embodied  in 
the  Legislative  Reorganization  Act.  n43  On  five  occa- 
sions, at  the  beginning  of  sessions  of  Congress,  it  has 
made  the  authonzing  resolution  pan  of  the  rules  of  the 
House.  n44  On  innumerable  occasions,  it  has  passed 
appropnaiion  bills  to  allow  the  Committee  to  continue 
its  elfons. 


n40  In  1947,  Judge  Charles  E.  Clark,  now  Chief 
Judge  of  the  Coun  of  Appeals  for  the  Second  Circuit, 
wrote  about  the  Commiliee:  "Suffice  it  to  say 
here  that  its  range  of  activity  has  covered  all  vari- 
eties of  organizaiions.  including  ihe  American  Civil 
Libenies  Union,  the  C.I.O..  the  National  Catholic 
Welfare  Contcrence.  the  Farmer-Labor  pany.  the 
Federal  Theatre  Project,  consumers'  organizations, 
various  publications  from  the  magazine  Time'  to 
the  'Daily  Worker'   and  varying  forms  and  types 
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of  industry,  of  which  the  recent  investigation  of  the 
movie  industry  is  fresh  in  the  public  mind.  While  it 
has  avoided  specific  definition  of  what  it  is  seelcing. 
it  has  repeatedly  inquired  as  to  membership  in  the 
Communist  party  and  in  other  organizations  which  it 
regards  as  communist  controlled  or  affected. '  United 
Slates  V.  Josephson.  165  F.  2d  82.  95  (dissent). 
See  also  the  dissenting  opinion  of  Judge  Henry  W. 
Edgerton,  now  Chief  Judge  of  the  Court  of  Appeals 
for  the  District  of  Columbia  Circuit,  in  Barsky  v. 
Untied  States.  83  U.S.  App.  D.C.  127.  at  143.  167 
F.  2d  241.  at  257. 
[•••45] 

n41  H.  Res.  26.  76th  Cong..  1st  Sess..  84  Cong. 
Rec.  1098,  1127-1128:  H.  Res.  321.  76ih  Cong.. 
3d  Sess..  86  Cong.  Rec.  572.  604-605;  H.  Res.  90. 
77th  Cong..  1st  Sess..  87  Cone.  Rec.  886.  899;  H. 
Res.  420.  77th  Cong..  2d  Sess..  88  Cong.  Rec. 
2282.  2297;  H.  Res.  65.  78th  Cone..  1st  Sess..  89 
Cong.  Rec.  795.  809-810. 

n42  91  Cong.  Rec.   10.  15. 

n43  60Stai.  812.  828. 

n44  H.  Res.  5.  80th  Cong.,  1st  Sess..  93  Cong. 
Rec.  38;  H.  Res.  5.  81st  Cong..  1st  Sess..  95  Cong. 
Rec.  10;  H.  Res.  7.82dCong..  1  si  Sess..  97  Cong. 
Rec.  17.  19;  H.  Res.  5.  83d  Cong..  1st  Sess..  99 
Cong.  Rec.  15:  H.  Res.  5.  84th  Cong..  Isi  Sess.. 
101  Cong.  Rec.  II. 

Combining  the  languaeeof  the  resolution  with  the  con- 
struction It  has  been  given,  it  is  evident  that  the  prelim- 
inary conirol  of  the  Committee  exercised  by  the  House 
[•204]  of  Representatives  is  slight  or  non-exisicni.  No 
one  could  reasonably  deduce  from  the  chaner  the  kind  of 
investigation  that  the  Committee  was  directed  to  make. 
As  a  result.  [••1188]  we  are  asked  to  encage  in  a  pro- 
cess of  reiroaclive  rationalization.  Looking  backward 
from  the  events  that  transpired,  [•••46]  we  are  asked 
to  uphold  the  Committee's  actions  unless  it  appears  that 
they  were  clearly  not  authorized  by  the  charter.  As  a 
corollary  to  this  inverse  approach,  ihe  Government  urges 
that  we  must  view  the  matter  hospitably  to  the  power  of 
the  Congress  -  that  if  there  is  any  legislative  purpose 
which  might  have  been  furthered  by  ihe  kind  of  disclo- 
sure sought,  the  witness  must  be  punished  for  withhold- 
ing It.  No  doubt  every  reasonable  indulgence  of  legality 
must  be  accorded  to  the  actions  of  a  coordinate  branch 
of  our  Government  But  such  deference  cannot  yield  to 
an  unnecessary  and  unreasonable  dissipation  ol  precious 
constitutional  freedoms. 

The  Government  contends  thai   ihe  public   inierest 


at  the  core  of  the  investigations  of  the  Un-American 
Activities  Committee  is  the  need  by  the  Congress  to 
be  informed  of  efforts  to  overthrow  the  Government  by 
force  and  violence  so  that  adequate  legislative  safeguards 
can  be  erected.  From  this  core,  however,  the  Conunittee 
can  radiate  outward  mfinitely  to  any  topic  thought  to  be 
related  in  some  way  to  armed  insurrection.  The  outer 
reaches  of  this  domain  are  known  only  by  the  content 
of  'un-Amencan  activities.'  Remoteness  of  subject  can 
be  [•••47]  aggravated  by  a  probe  for  a  depth  of  detail 
even  farther  removed  from  any  basis  of  legislative  ac- 
tion. A  third  dimension  is  added  when  the  investigators 
turn  their  attention  to  the  past  to  collect  minutiae  on  re- 
mote topics,  on  the  hypothesis  that  the  past  may  retlect 
upon  the  present. 

The  consequences  that  flow  from  this  situation  are 
manifold.  In  the  first  place,  a  reviewing  court  is  unable 
[•205]  to  make  the  kind  of  judgment  made  by  the  Court 
in  United  States  v.  Rumelv.  supra.  The  Committee  is  al- 
lowed, in  essence,  to  define  its  own  authonty.  to  choose 
the  direction  and  focus  of  its  activities.  In  deciding  what 
to  do  with  the  power  that  has  been  conferred  upon  them, 
members  of  the  Comraiiiee  may  act  pursuant  to  motives 
that  seem  to  them  to  be  the  highest.  Their  decisions, 
nevertheless,  can  lead  to  ruthless  exposure  of  pnvaie 
lives  in  order  to  gather  data  that  is  neither  desired  by 
the  Congress  nor  useful  to  it.  Vi;!  it  is  impossible  in 
ihis  circumstance,  with  constitutional  freedoms  in  jeop- 
ardy, to  declare  that  the  Commiiiee  has  ranged  beyond 
the  area  commuted  to  it  by  its  parent  assembly  because 
the  boundaries  are  so  nebulous. 

More  imponani  and  more  fundamental  [•••48]  than 
that,  however,  it  insulates  the  House  ihat  has  authorized 
the  investigation  from  the  witnesses  who  are  subjected 
to  the  sanctions  of  compulsory  process.  There  is  a  wide 
gulf  between  the  responsibility  for  the  use  of  investiga- 
iive  power  and  the  actual  exercise  of  that  power.  This  is 
an  especially  vital  consideration  in  assuring  respect  for 
constitutional  libenies.  Protected  freedoms  should  not 
be  placed  in  danger  in  the  absence  of  a  clear  determina- 
tion by  the  House  or  the  Senate  that  a  particular  inquiry 
IS  justified  by  a  specific  legislative  need. 

It  is.  of  course,  not  the  function  of  this  Court  to  pre- 
scribe ngid  rules  for  the  Congress  to  follow  in  drafting 
resolutions  establishing  investigating  committees.  That 
IS  a  matter  peculiarly  within  ihe  realm  of  the  legislature, 
and  IIS  decisions  will  be  accepted  by  the  courts  up  to 
ihe  point  where  their  own  duty  to  enlorce  the  constitu- 
tionally proiected  rights  of  individuals  is  affected,  .^n 
excessively  broad  charter,  like  that  of  the  House  Un- 
.■\mencan  /Xctivitics  Committee,  places  the  courts  in  an 
untenable  position  if  they  are  to  strike  a  balance  between 
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the  public  need  for  a  particular  interrogation  and  the 
right  of  ['206]  [•••49]  citizens  to  carry  on  their  affairs 
free  from  unnecessary  governmental  interference.  It  is 
impossible  in  such  a  situation  to  ascenain  whether  any 
legislative  purpose  justifies  the  disclosures  sought  and. 
if  so,  the  importance  of  that  mformation  to  the  Congress 
in  furtherance  of  its  legislative  [••1189]  function.  The 
reason  no  coun  can  make  this  critical  judgment  is  that 
the  House  of  Representatives  itself  has  never  made  it. 
Only  the  legislative  assembly  initiating  an  investigation 
can  assay  the  relative  necessity  of  specific  disclosures. 

Absence  of  the  qualitative  consideration  of  petitioner's 
questioning  by  the  House  of  Representatives  aggravates 
a  serious  problem,  revealed  in  this  case,  in  the  relaiion- 
ship  of  congressional  investigating  committees  and  the 
witnesses  who  appear  before  them.  Plainly  these  com- 
imttees  are  restricted  to  the  missions  delegated  to  them, 
i.e..  to  acquire  cenain  data  to  be  used  by  the  House  or 
the  Senate  in  coping  with  a  problem  that  falls  within 
its  legislative  sphere.  No  witness  can  be  compelled  to 
make  disclosures  on  matters  outside  that  area.  This  is  a 
junsdictional  concept  of  pertinency  drawn  from  the  na- 
ture of  a  congressional  committees  source  [•••50]  of 
authority.  It  is  not  wholly  different  from  nor  unrelated 
to  the  element  of  pertinency  embodied  in  the  cnminal 
statute  under  which  petitioner  was  prosecuted.  When 
the  definition  of  jurisdictional  pertinency  is  as  uncer- 
tain and  wavenng  as  in  the  case  of  the  Un-Amencan 
Activities  Committee,  it  becomes  extremely  difficult  for 
the  Committee  to  limit  its  inquiries  to  siatutory  peni- 
nency. 

Since  World  War  II.  the  Congress  has  practically  aban- 
doned Its  original  practice  of  utilizing  the  coercive  sanc- 
tion of  contempt  proceedings  at  the  bar  of  the  House. 
The  sanction  there  imposed  is  impnsonment  by  the 
House  until  the  recalcitrant  witness  agrees  to  testify  or 
disclose  the  matters  sought,  provided  that  the  incarcera- 
tion does  [•207]  not  extend  beyond  adjournment.  Tlie 
Congress  has  instead  invoked  the  aid  of  the  federal  ju- 
dicial system  in  protecting  itself  against  contumacious 
conduct.  It  has  become  customary  to  refer  these  mat- 
ters to  the  United  States  Attorneys  for  prosecution  under 
criminal  law. 

The  appropriate  statute  is  found  in  2  U.S.C.  §  192.  It 
provides; 

"Every  person  who  having  been  summoned  as  a  wii- 
ness  by  the  authority  of  either  House  of  Congress  lo 
give  lestimony  [•••SI]  or  to  produce  papers  upon  any 
matter  under  inquiry  before  either  House,  or  any  joint 
committee  established  by  a  joint  or  concurrent  resolu- 
tion of  the  two  Houses  of  Congress,  or  any  committee 
of  either  House  of  Coneress.  willfullv  makes  default,  or 


who.  having  appeared,  refuses  to  answer  any  question 
peninent  to  the  question  under  inquiry,  shall  be  deemed 
guilty  of  a  misdemeanor,  punishable  by  a  fine  of  not 
more  than  S  1,000  nor  less  than  S  100  and  imprison- 
ment in  a  common  jail  for  not  less  than  one  month  nor 
more  than  twelve  months."  n45 

n45  This  statute  was  passed  in  1857  as  a  direct 
result  of  an  incident  which  caused  the  Congress  to 
feel  that  it  needed  more  severe  sanctions  to  compel 
disclosures  than  were  available  in  the  historical  pro- 
cedure of  summoning  the  recalcitrant  witness  before 
the  bar  of  either  House  of  Congress  and  ordering 
him  held  in  custody  until  he  agreed  to  testify.  Such 
impnsonment  is  valid  only  so  long  as  the  House  re- 
mains in  session.  See  Anderson  v.  Dunn.  6  Wheat. 
204.  231;  Eberling,  Congressional  Investigations, 
180-184. 

The  immediate  cause  for  adoption  of  the  statute 
was  an  accusation  by  one  J.  W.  Simomon,  a  news- 
paperman, that  certain  unnamed  Congressmen  were 
soliciting  bribes  on  a  matter  pending  before  the  leg- 
islature. Simonton  was  cited  before  the  House  of 
Representatives  and  refused  to  divulge  the  names  of 
those  implicated.  In  the  course  of  that  episode,  the 
forerunner  of  2  U.S.  C.  §  /92  was  passed  in  order  ". 
.  .  to  inflict  a  greater  punishment  than  the  commit- 
tee believe  the  House  possesses  the  power  to  inflict." 
Cong.  Globe.  34th  Cong.,  3d  Sess.  405.  See  also 
id.,  at  403-113.  426-133.  434-445.  Thereafter,  hav- 
ing been  in  cusiody  more  than  two  weeks.  Simomon 
testified  to  the  satisfaction  of  the  committee  and  was 
discharged.  3  Hinds'  Precedents  §  1669. 


[•••52] 

[•208]  In  fulfillment  of  their  obligation  under  this 
statute,  the  couns  [••1190]  must  accord  to  the  defen- 
dants every  right  which  is  guaranteed  to  defendants  in 
all  other  cnminal  cases.  Among  these  is  the  right  to 
have  available,  through  a  sufficiently  precise  statute,  in- 
formation revealing  the  standard  of  crimmality  before 
the  commission  of  the  alleged  offense.  n46  Applied  to 
persons  prosecuted  under  §  192.  this  raises  a  special 
problem  in  that  the  statute  defines  the  crime  as  refusal 
10  answer  "any  question  peninent  to  the  question  under 
mquiry. "  Pan  of  the  standard  of  criminality,  therefore, 
IS  the  peninency  of  the  questions  propounded  to  the  wit- 
ness. n47 

n46   Untied  States  v.      Harriss.   347  U.S.  612: 
United  Slates  v.    Cardiff.  344  U.S.  174:  Winters  v. 
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New  York,  333  U.S.  507:  Musser  v.  Utah.  333  U.S. 
95;  Lanzeita  v.  New  Jersey.  306  U.S.  451. 

n47  United  States  v.  Orman.  207  F.  2d  148: 
Bowers  v.  United  Stales.  202  F.  2d  447:  United 
States  V.  Kamin,  135  F  Supp.  382.  136  F  Supp. 
79  J. 

[•••53] 

The  problem  attains  proportion  when  viewed  from  ihe 
standpoint  of  the  witness  who  appears  before  a  congres- 
sional committee.  He  must  decide  at  the  time  the  ques- 
tions are  propounded  whether  or  not  to  answer.  As  the 
Court  said  in  Sinclair  v.  United  States.  279  U.S.  263. 
the  witness  acts  at  his  peril.  He  is  '.  .  .  bound  rightly 
to  construe  the  statute.'  Id.,  at  299.  An  erroneous  de- 
termination on  his  pan.  even  if  made  in  the  utmost  good 
faith,  does  not  exculpate  him  if  the  court  should  later 
rule  that  the  questions  were  f)ertinent  to  the  question 
under  inquiry. 

It  is  obvious  that  a  person  compelled  to  make  this 
choice  is  entitled  to  have  knowledge  of  the  subject  to 
[•209]  which  the  interrogation  is  deemed  pertinent. 
That  knowledge  must  be  available  with  the  same  degree 
of  explicitness  and  clarity  that  the  Due  Process  Clause 
requires  in  the  expression  of  any  element  of  a  criminal 
offense.  The  "vice  of  vagueness'  n48  must  be  avoided 
here  as  in  all  other  cnmes.  There  are  several  sources 
that  can  outline  the  'question  under  inquiry'  in  such  a 
way  that  the  rules  against  vagueness  are  satisfied.  The 
authorizing  resolution,  the  remarks  of  the  chairman  or 
members  of  [••*S41  the  committee,  or  even  the  nature 
of  the  proceedings  themselves,  might  sometimes  make 
the  topic  clear.  This  case  demonstrates,  however,  that 
these  sources  often  leave  the  matter  in  grave  doubt. 

n48  United  States  v.  Josephson.  165  F  2d  S2.  83. 

The  first  possibility  is  that  the  authorizing  resolution 
itself  will  so  clearly  declare  the  'question  under  inquiry 
that  a  witness  can  understand  the  pertinency  of  ques- 
tions asked  him.  The  Government  does  not  contend  that 
the  authorizing  resolution  of  the  Un-Amencan  Activities 
Committee  could  serve  such  a  purpose.  Its  contusing 
breadth  is  amply  illustrated  by  the  innumerable  and  di- 
verse questions  into  which  the  Committee  has  inquired 
under  this  charter  since  1938.  If  the  "question  under 
inquiry"  were  stated  with  such  sweeping  and  uncertain 
scope,  we  doubt  that  it  would  withstand  an  attack  on  the 
ground  of  vagueness. 

That  issue  is  not  before  us.  however,  in  light  ol  the 
Governments  position  that  the  immediate  subject  under 


inquiry  before  the  Subcommittee  interviewing  [•••55] 
petitioner  was  only  one  aspect  of  the  Committee's  au- 
thority to  investigate  un-American  activities.  Distilling 
that  single  topic  from  the  broad  field  is  an  extremely  dif- 
ficult task  upon  the  record  before  us.  There  was  an  open- 
ing [••1191]  statement  by  the  Comnutiec  Chairman  at 
the  outset  of  the  ['210]  hearing,  but  this  gives  us  no 
guidance.  In  this  statement,  the  Chairman  did  no  more 
than  paraphrase  the  authonzmg  resolution  and  give  a 
very  general  sketch  of  the  past  efforts  of  the  Comimnec. 
n49 

n49  "The  committee  will  be  in  order  I  should  like 
to  make  an  opcmng  statement  regarding  our  work 
here  in  the  city  of  Chicago.  The  Congress  of  the 
United  Slates,  realizing  that  there  are  individuals  and 
elements  in  this  country  whose  aim  it  is  to  subvert  our 
constitutional  form  of  government,  has  established 
the  House  Comimttee  on  Un-Amencan  .Activities. 
In  establishing  this  comimttee.  the  Congress  has  di- 
rected that  we  must  investigate  and  hold  heanngs. 
either  by  the  full  committee  or  by  a  subcommittee, 
to  ascertain  the  extent  and  success  of  subversive  ac- 
tivities directed  against  these  United  States. 

'On  the  basis  of  these  investigations  and  heanngs. 
the  Committee  on  Un-American  Activities  repons 
Its  findings  to  the  Congress  and  makes  recommenda- 
tions from  these  investigations  and  heanngs  for  new 
legislation.  As  a  result  of  this  comnuttecs  inves- 
tigations and  heanngs.  the  Internal  Secunty  Act  of 
1950  was  enacted. 

"Over  the  past  fifteen  years  this  committee  has 
been  in  existence,  both  as  a  special  and  permanent 
committee,  it  has  made  fony-seven  recommenda- 
tions to  the  Congress  to  insure  proper  secunty  against 
subversion.  I  am  proud  to  be  able  to  state  that 
of  these  fony-seven  recommendations,  all  but  eight 
have  been  acted  upon  in  one  way  or  another.  Among 
these  recommendations  which  the  Congress  has  not 
acted  upon  are  those  which  provide  that  witnesses  ap- 
pearing before  congressional  committees  be  granted 
immunity  from  prosecution  on  the  information  they 
furnish. 

"The  committee  has  also  recommended  that  evi- 
dence secured  from  conildential  devices  be  admis- 
sible in  cases  involving  the  national  secunry.  The 
executive  branch  of  Government  has  now  also  asked 
the  Congress  for  such  legislation.  A  study  is  now 
being  made  of  vanous  bills  dealing  with  this  matter 

'The  Congress  has  also  referred  to  the  House 
Committee  on  Un-Amencan  Activities  a  bill  which 
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would  amend  the  National  Security  Act  of  1950. 
This  bill,  if  enacted  into  law,  would  provide  that 
the  Subversive  Activities  Control  Board  should,  af- 
ter suitable  hearings  and  procedures,  be  empow- 
ered to  find  if  cenain  labor  organizations  are  in  fact 
Communist-controlled  aaion  groups.  Following 
this  action,  such  labor  groups  would  not  have  avail- 
able the  use  of  the  National  Labor  Relations  Board 
as  they  now  have  under  the  provisions  of  the  Ubor- 
Management  Relations  Act  of  1947. 

"During  the  first  session  of  this  83rd  Congress, 
the  House  Un-American  Activities  Committee  has 
held  hearings  in  Los  Angeles  and  San  Francisco. 
California;  Albany  and  New  York  City.  New  Yorlc; 
Philadelphia.  Pennsylvania,  and  Columbus.  Ohio. 
We  are  here  in  Chicago.  Illinois,  realizing  that  this  is 
the  center  of  the  great  midwestem  area  of  the  United 
States. 

"It  cannot  be  said  that  subversive  infiltration  has 
had  a  greater  nor  a  lesser  success  m  infiltrating  this 
imponant  area.  The  hearings  today  are  the  culmina- 
tion of  21  investigation  that  has  been  conducted  by 
the  committees  competent  staff  and  is  a  pan  of  the 
committees  intention  for  holding  hearings  in  various 
parts  of  the  country. 

"The  committee  has  found  that  by  conducting  its 
investigations  and  holding  heanngs  in  various  pans 
of  the  country,  it  has  been  able  to  secure  a  fuller 
and  more  comprehensive  picture  of  subversive  ef- 
forts throughout  our  nation.  Every  witness  who 
has  been  subpoenaed  to  appear  before  the  commit- 
tee here  in  Chicago,  as  in  all  heanngs  conducted  by 
this  committee,  are  (sicl  known  to  possess  infonna- 
tion  which  will  assist  the  committee  in  perfonning 
its  directed  function  to  the  Congress  of  the  United 
States."  (R.  43-44;  Hearing,  supra,  note  2.  Pan  1. 
at  4165-4166.) 

[•••56] 

[•2111  No  aid  is  given  as  to  the  "question  under  in- 
quiry" in  the  action  of  the  full  Committee  that  auihonzed 
the  creation  of  the  Subcommittee  before  which  petuioner 
appeared.  The  Committee  adopted  a  fonnal  resolution 
giving  the  Chainnan  the  power  to  appoim  subcommit- 
tees". .  .  for  the  purpose  of  performing  any  and  all  acts 
which  the  Comminee  as  a  whole  is  authorized  to  do." 
n50  In  effect,  this  was  a  device  to  enable  the  [••11921 
investigations  to  proceed  with  a  quonim  ol  one  or  iwo 
members  and  ['ZHl  sheds  no  light  on  (he  relevancy  of 
the  questions  asked  of  pelilioner.  n5 1 


n50  The  Committee  convened  in  executive  session 
on  January  22.  1953.  and  adopted  the  followmg  res- 
olution: 

"BE  IT  RESOLVED,  that  the  Chairman  shall  have 
authority  from  time  to  time  to  appoint  subcommittees 
composed  of  one  or  more  members  of  the  Committee 
on  Un-American  Activities  for  the  purpose  of  per- 
forming any  and  all  acts  which  the  Committee  as  a 
whole  is  authorized  to  do."  (R.  91.) 

n51  The  original  resolution  authorizing  subcom- 
mittees was  amended  on  March  3.  1954.  to  require 
any  subcommittee  to  consist  of  at  least  three  mem- 
bers, two  of  whom  could  constitute  a  quorum.  (R. 
92.) 

Petitioner  appeared  before  a  subcommittee  com- 
posed at  the  outset  of  four  members.  After  a  recess 
in  the  course  of  his  testimony,  only  two  commit- 
teemen were  present.  It  was  during  this  latter  phase 
of  his  testimony  that  petitioner  refused  to  answer  the 
questions  involved  in  this  case. 

[•"571 

The  Government  believes  that  the  topic  of  inquiry 
before  the  Subcommittee  concerned  Communist  infil- 
tration in  labor.  In  his  introductory  remarks,  the 
Chairman  made  reference  to  a  bill,  then  pending  be- 
fore the  Committee.  n52  which  would  have  penalized 
labor  unions  controlled  or  dominated  by  persons  who 
were,  or  had  been,  members  of  a  "Communist-action" 
organization,  as  defined  [•2131  in  the  Internal  Security 
Act  of  1950.  The  Subcommittee,  it  is  contended,  might 
have  been  endeavoring  to  determine  the  extent  of  such  a 
problem. 

n52  The  bill  pending  at  the  time  of  the  Chairman's 
remarks.  March  15,  1954,  and  when  petitioner  testi- 
fied a  momh  later  was  H.R.  7487,  100  Cong.  Rec. 
763.  No  action  was  ever  taken  on  this  proposal. 
Introduced  by  Representative  Velde.  it  would  have 
withdrawn  the  rights,  pnvileges  and  benefits  under 
the  National  Labor  Relations  Act  of  any  labor  orga- 
nization which  was  substantially  directed,  dominated 
or  comrolled  bv  persons  who  were  or  ever  had  been 
members  of  a  •Communist-action  organization."  as 
that  phrase  is  used  in  the  Internal  Secunry  Act. 

On  July  6.  1954.  after  extensive  hearings,  the 
Senate  Judiciary  Committee  reponed  favorably  on 
S  3706,  a  bill  drafted  by  that  committee  to 
amend  the  Internal  Security  Act.  Two  days  later. 
Representative  Velde  mtroduced  H.R.  9838.  which 
was  identical  to  S.  3706.  These  bills  eventually  be- 
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came  law.  68  Stat.  775.  The  Act  created  the  con- 
cept of  a  "Communist  infiltrated  organization."  and 
part  of  its  provisions  declared  that  a  labor  union  that 
came  within  that  definition  should  be  barred  from 
the  nghts.  privileges  and  benefits  of  the  National 
Labor  Relations  Act.  The  same  sanctions  were  ap- 
plied to  a  labor  group  that  was  a  "Commumst-aclion" 
or  "Communist-front  organization'  under  the  origi- 
nal Internal  Security  Act. 

[•••581 

This  view  is  corroborated  somewhat  by  the  wit- 
nesses who  preceded  and  followed  petitioner  before  the 
Subcommittee.  Looking  at  the  entire  hearings,  however, 
there  is  strong  reason  to  doubt  that  the  subject  revolved 
about  labor  matters.  The  published  transcript  is  entitled: 
Investigation  of  Communist  Activities  in  the  Chicago 
Area,  and  six  of  the  nine  witnesses  had  no  cotmeciion 
with  labor  at  all.  n53 


n53  The  first  four  witnesses  testified  pnncipally 
about  the  Communist  Party  activities  of  an  employee 
of  the  National  Cancer  Institute  of  the  United  States 
Public  Health  Service.  A  Chicago  attorney  related  to 
the  Subcommittee  his  experiences  with  Communist 
youth  organizations  dunng  his  college  days.  The 
sixth  witness  told  of  her  work  as  a  district  organizer 
for  the  Communist  Party  in  Montana.  Wyoming, 
Idaho  and  the  Dakoias  dunng  the  1930's. 


The  most  serious  doubts  as  to  the  Subcommittees 
"question  under  inquiry,"  however,  stem  from  the  pre- 
cise questions  that  petitioner  has  been  charged  with  re- 
fusing to  answer.  l***59]  Under  the  terms  of  the 
statute,  after  all.  it  is  these  which  must  be  proved  per- 
tinent. Petitioner  is  charged  with  refusing  to  tell  the 
Subcommittee  whether  or  not  he  knew  that  cenain  named 
persons  had  been  members  of  the  Communist  Pany  in  the 
past.  The  Subcommittee's  counsel  read  the  list  from  the 
testimony  of  a  {••!  193]  previous  witness  who  had  iden- 
tified them  as  Communists.  Although  this  former  wit- 
ness was  identified  with  labor,  he  had  not  slated  that  the 
persons  he  named  were  involved  in  union  affairs.  Of  the 
ihiny  names  propounded  to  petitioner,  seven  were  com- 
pletely unconnected  with  organized  labor.  One  operated 
a  beauty  parlor.  Another  was  a  watchmaker  Several 
were  identified  as  "just  citizens"  or  'only  Communists." 
When  [•214]  almost  a  quarter  of  the  persons  on  the  list 
are  not  labor  people,  the  inference  becomes  strong  that 
the  subject  before  the  Subcommittee  was  not  dclined  in 
terms  of  Communism  in  labor. 


The  final  source  of  evidence  as  to  the  "question  un- 
der inquiry"  is  the  Chairman's  response  when  peti- 
tioner objected  to  the  questions  on  the  groimds  of  lack 
of  pertinency.  The  Chairman  then  amiounced  that  the 
Subcommittee  was  investigating  "subversion  and  sub- 
versive [•••60]  propaganda."  n54  This  is  a  subject  at 
least  as  broad  and  indefinite  as  the  authonzing  resolution 
of  the  Committee,  if  not  more  so. 

n54  "This  cotmnittee  is  set  up  by  the  House  of 
Representatives  to  investigate  subversion  and  sub- 
versive propaganda  and  to  repon  to  the  House  of 
Representatives  for  the  purpose  of  remedial  legisla- 
tion. 

"The  House  of  Representatives  has  by  a  very  clear 
majority,  a  very  large  majonty,  directed  us  to  engage 
in  that  type  of  work,  and  so  we  do,  as  a  committee 
of  the  House  of  Representatives,  have  the  authonty, 
the  jurisdiction,  to  ask  you  concerning  your  activi- 
ties in  the  Communist  Pany.  concemmg  your  knowl- 
edge of  any  other  persons  who  are  members  of  the 
Communist  Pany  or  who  have  been  members  of  the 
Communist  Party,  and  so.  Mr.  Watkins.  you  are  di- 
rected to  answer  the  question  propounded  to  you  by 
counsel."  (R.  86:  Heanngs.  supra,  note  2.  Pan  3,  at 
4275-4276.) 

Having  exhausted  the  several  possible  indicia  of  the 
"question  under  inquiry."  we  remain  unenlightened  as 
to  the  subject  [•••61]  to  which  the  questions  asked  pe- 
titioner were  pcninent.  Certainly,  if  the  point  is  thai 
obscure  after  trial  and  appeal,  it  was  not  adequately  re- 
vealed to  petitioner  when  he  had  to  decide  at  his  peril 
whether  or  not  to  answer.  Fundamental  fairness  demands 
that  no  witness  be  compelled  to  make  such  a  determina- 
tion with  so  little  guidance.  Unless  the  subject  matter 
has  been  made  to  appear  with  undisputable  clanty,  it  is 
the  duty  of  the  investigative  body,  upon  objection  of  (he 
witness  on  grounds  of  peninency,  to  state  for  the  record 
the  subject  [•215]  under  inquiry  at  that  time  and  the 
manner  in  which  the  propounded  questions  are  pieninent 
thereto.  n55  To  be  meaninglul.  the  explanation  must  de- 
scribe what  the  topic  under  inquiry  is  and  the  connective 
reasoning  whereby  the  precise  questions  asked  relate  to 


n55  Cf.    United  States  v.    Kamm.  136  F.  Supp. 
791.  SM. 


The  statement  of  the  Committee  Chairman  in  this  case, 
in  response  to  petitioner's  protest,  was  woefully  made- 
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quale  to  convey  sufficient  infonnation  [***62]  as  to  the 

pertinency  of  the  questions  to  the  subject  under  inquiry. 
Petitioner  was  thus  not  accorded  a  fair  opportunity  to 
determine  whether  he  was  within  his  rights  in  reftjsmg 
to  answer,  and  his  conviction  is  necessanly  invalid  under 
the  Due  Process  Clause  of  the  Fifth  Amendment. 

We  are  mindful  of  the  complexities  of  modem  gov- 
ernment and  the  ample  scope  that  must  be  left  to  the 
Congress  as  the  sole  constitutional  depository  of  legisla- 
tive power.  Equally  mindful  are  we  of  the  indispensable 
function,  in  the  exercise  of  that  power,  of  congressional 
investigations.  The  conclusions  we  have  reached  in  this 
case  will  not  prevent  the  Congress,  through  its  commit- 
tees, from  obtaining  any  information  it  needs  for  the 
proper  fulfillment  of  its  role  in  our  scheme  of  govern- 
ment. The  legislature  is  free  to  determine  the  kinds  of 
data  that  should  be  collected.  It  is  only  those  investiga- 
tions that  are  conducted  by  use  of  compulsory  [••1194] 
process  that  give  rise  to  a  need  to  protect  the  rights  of 
individuals  against  illegal  eiKroachment.  That  protec- 
tion can  be  readily  achieved  through  procedures  which 
prevent  the  separation  of  power  from  responsibility  and 
which  provide  the  constitutional  requisites  [♦••63]  of 
fairness  for  witnesses.  A  measure  of  added  care  on  the 
part  of  the  House  and  the  Senate  in  authorizing  the  use 
of  compulsory  process  and  by  their  committees  in  exer- 
cising that  power  would  suffice. 

[•216]  That  is  a  small  price  to  pay  if  it  serves  to  up- 
hold the  principles  of  limited,  constitutional  government 
without  cotistricting  the  power  of  the  Congress  to  inform 
itself. 

The  judgment  of  the  Coun  of  Appeals  is  reversed,  and 
the  case  is  remanded  to  the  District  Court  with  instruc- 
tions to  dismiss  the  indictmeni. 

It  is  so  ordered. 

MR.  JUSTICE  BURTON  and  MR.  JUSTICE 
WHITTAKER  took  no  pan  in  the  consideration  or  deci- 
sion of  this  case. 

CONCURBY:  FRANKFURTER 

CONCUR:  MR.  JUSTICE  FRANKFURTER,  concur- 
ring. 

I  deem  it  important  to  state  what  I  understand  to  be 
the  Court's  holding.  Agreeing  with  its  holding,  I  join 
its  opmion. 

The  power  of  the  Congress  to  punish  for  contempt  of 
its  authority  is.  as  the  Coun  points  out,  rooted  in  his- 
tory. It  has  been  acknowledged  by  this  Coun  since  1 82 1 . 
Anderson  v.  Dunn.  6  Wheal.  204.  Until  1857,  Congress 


was  content  lo  punish  for  contempt  through  its  own  pro- 
cess. By  the  Act  of  January  24,  1857,  11  Stat.  155,  as 
amended  by  ihe  Act  of  January  [•••64]  24,  1862,  12 
Stat.  333,  Congress  provided  that,  "in  addition  to  the 
pains  and  penalties  now  existing*  (referring  of  course 
to  the  power  of  Congress  itself  to  punish  for  contempt), 
"contumacy  in  a  witness  called  to  testify  in  a  matter 
properly  under  consideration  by  either  House,  and  de- 
liberately refusing  to  answer  questions  penincnt  thereto, 
shall  be  a  misdemeanor  against  the  United  States."  In  re 
Chapman.  166  U.S.  661.  672.  This  legislation  is  now  2 
U.S.C.  §  192.  By  thus  making  the  federal  Judiciary  the 
affirmative  agency  for  enforcing  the  authority  that  un- 
derlies the  congressional  power  to  punish  for  contempt. 
Congress  necessanly  brings  into  play  the  specific  pro- 
visions of  the  Constitution  relating  to  the  prosecution 
of  offenses  and  those  implied  restrictions  under  which 
couns  function. 

[•217]  To  turn  to  the  immediate  problem  before  us, 
the  scope  of  inquiry  that  a  committee  is  authorized  to 
pursue  must  be  defined  with  sufficiently  imambiguous 
clarity  to  safeguard  a  witness  from  the  hazards  of  vague- 
ness in  the  enforcement  of  the  criminal  process  against 
which  the  Due  Process  Clause  protects.  The  questions 
must  be  put  with  relevance  and  definiteness  sufficient  to 
enable  [•••65]  the  witness  to  know  whether  his  refusal 
to  answer  may  lead  lo  conviction  for  cnminal  contempt 
and  to  enable  both  the  trial  and  the  appellate  couns  read- 
ily to  determine  whether  the  panicular  circumstances 
justify  a  finding  of  guilt. 

While  implied  authority  for  the  questioning  by  the 
Conmiittee.  sweeping  as  was  its  inquiry,  may  be 
squeezed  out  of  the  repeated  acquiescence  by  Congress 
in  the  Committee's  inquiries,  the  basis  for  determining 
petitioner's  guilt  is  not  thereby  laid.  Prosecution  for 
contempt  of  Congress  presupposes  an  adequate  opportu- 
nity for  the  defendant  to  have  awareness  of  the  peninency 
of  the  information  that  he  has  denied  to  Congress.  .\nd 
•the  basis  of  such  awareness  must  be  contemporaneous 
with  the  witness'  refusal  to  answer  and  not  at  the  trial 
for  it.  Accordingly,  the  actual  scope  of  the  inquiry  that 
the  Committee  was  authorized  to  conduct  and  the  rel- 
evance [••1195]  of  the  questions  to  that  inquiry  must 
be  shown  lo  have  been  luminous  at  the  time  when  asked 
and  not  left,  at  best,  in  cloudiness.  The  circumstances 
of  this  case  were  wanting  in  these  essentials. 

DISSENTBY:  CLARK 

DISSENT:  MR.  JUSTICE  CLARK,  dissenting. 

.\s  I  see  II  ihe  chief  fault  in  the  majoniy  opinion  is  its 
mischievous  [♦••66]  curbing  of  the  informing  function 
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of  the  Congress.  While  I  am  not  versed  in  iis  proce- 
dures, my  expenence  in  the  Executive  Branch  of  the 
Government  leads  me  to  believe  that  the  requirements 
laid  down  in  the  opinion  for  the  operation  of  the  com- 
mittee system  of  [•218]  Inquiry  are  both  unnecessary 
and  unworlcable.  It  is  my  purpose  to  first  discuss  this 
phase  of  the  opuuon  and  then  record  ray  views  on  the 
merits  of  Watkins'  case. 

I. 

It  may  be  thai  at  times  the  House  Committee  on  Un- 
American  Activities  has,  as  the  Coun  says,  'conceived 
of  its  task  in  the  grand  view  of  its  name. '  And,  perhaps, 
as  the  Court  indicates,  the  rules  of  conduct  placed  upon 
the  Committee  by  the  House  admit  of  individual  abuse 
and  unfairness.  But  that  is  none  of  our  affair  So  long 
as  the  object  of  a  legislative  inquiry  is  legitimate  and 
the  questions  propounded  are  pertinent  thereto,  it  is  not 
for  the  courts  to  interfere  with  the  committee  system  of 
inquiry.  To  hold  otherwise  would  be  an  infringement  on 
the  power  given  the  Congress  to  inform  itself,  and  thus 
a  trespass  upon  the  fundamental  Amencan  principle  of 
separation  of  powers.  The  majority  has  substituted  the 
judiciary  as  the  grand  inquisitor  (•••67]  and  supervisor 
of  congressional  investigations.  It  has  never  been  so. 

II. 

Legislative  committees  to  inquire  into  facts  or  condi- 
tions for  assurance  of  the  public  welfare  or  to  determine 
the  need  for  legislative  aaion  have  grown  in  importance 
with  the  complexity  of  government.  The  investigation 
that  gave  rise  to  this  prosecution  Is  of  the  latter  type. 
Since  many  matters  requinng  statutory  action  lie  in  the 
domain  of  the  specialist  or  are  unknown  without  testi- 
mony from  informed  witnesses,  the  need  for  information 
has  brought  about  legislative  inquiries  that  have  used  the 
compulsion  of  the  subpoena  to  lay  bare  needed  facts  and 
a  statute,  2  U.S.C.  §  192  here  involved,  to  punish  re- 
calcitrant witnesses.  The  propriety  of  Investigations  has 
long  been  recognized  and  rarely  curbed  by  the  courts, 
though  [*219]  constitutional  limitations  on  the  investi- 
gatory powers  are  admitted,  nl  The  use  of  legislative 
committees  to  secure  information  follows  the  example  of 
the  people  from  whom  our  legislative  system  is  derived. 
The  British  method  has  variations  from  that  of  ihc  United 
Slates  but  fundamentally  serves  the  same  purpose  -  ihe 
enlightenment  of  Parliament  tor  the  belter  performance 
(•••68J  of  its  dunes.  There  are  standing  commiiiees  lo 
carry  on  the  routine  work,  royal  commissions  to  grapple 
with  important  social  or  economic  problems,  and  special 
tribunals  of  inquiry  for  some  alleged  offense  in  covem- 
ment.  n2  Our  Congress  has  since  its  beginning  used  the 
committee  system  to  inform  itself.  Ii  has  been  estimated 
that  over  600  investieations  have  been  conducted  since 


the  First  Congress.  They  are  'a  necessary  and  appropri- 
ate [••1196]  attribute  of  the  power  to  legislate  .  .  .  .' 
McGrain  v.  Daugheny.  273  U.S.  135.  175  (1927). 

nl  United  Slates  v.  Rumely.  345  U.S.  41  (1953); 
Sinclair  v.  United  Slates.  279  U.S.  263  (1929); 
Reed  v.  County  Commissioners.  277  U.S.  376 
(1928);  McGrain  v.  Daugheny.  273  U.S.  135 
(1927):  Landis.  Constimtlonal  Limitations  on  the 
Congressional  Power  of  Investigation,  40  Ham.  L. 
Rev.  153  (1926). 

n2  Symposium  on  Congressional  Investigations, 
18  U.  of  Chi.  L.  Rev.  421,  Finer,  The  British 
System.  521,  532.  554.  561  (1951). 

The  Court  indicates  [•••691  that  in  this  case  the  source 
of  the  trouble  lies  in  the  "tremendous  latitude'  given 
the  Un-American  Activities  Committee  in  the  Legislative 
Reorganization  Act.  n3  It  finds  that  the  Committee  "is 
[•220]  allowed,  in  essence,  to  define  its  own  auihonty, 
(and)  to  choose  the  direction  and  focus  of  Its  activities.' 
This,  of  course,  is  largely  true  of  all  committees  withm 
their  respective  spheres.  And.  while  it  Is  necessary  that 
the  "charter.'  as  the  opinion  calls  the  enabling  resolu- 
tion, 'spell  out  [its|  jurisdiction  and  purpose,'  that  must 
necessarily  be  in  more  or  less  general  terms.  An  exam- 
ination of  the  enabling  resolutions  of  other  committees 
reveals  the  extent  to  which  this  is  true. 

n3  The  Committee  originated  In  1938  under  H. 
Res.  282.  75th  Cong.,  3d  Sess..  83  Cong.  Rec. 
7568.  and  was  patterned  after  a  resolution  of  1934 
authorizing  the  investigation  of  Nazi  propaganda. 
H.  Res.  198,  73d  Cong.,  2d  Sess.,  78  Cong.  Rec. 
4934.  The  resolution  read  much  the  same  as  the 
present  authority  of  the  Committee  which  is  quoted 
below.  By  a  succession  of  House  Resolutions  iH. 
Res.  26.  76th  Cong.,  1st  Sess..  84  Cong.  Rec. 
1098;  H.  Res.  321.  76th  Cong..  3d  Sess..  86 
Cong.  Rec.  572;  H.  Res.  90.  77th  Cong.,  1st 
Sess..  87  Cong.  Rec.  886;  H.  Res.  420,  77th 
Cong.,  2d  Sess..  88  Cong.  Rec.  2282;  H.  Res. 
65.  78th  Cong..  1st  Sess..  89  Cong.  Rec.  795) 
the  Committee  continued  in  existence  until  in  1945. 
by  amendment  of  the  House  Rules,  it  was  made  a 
standing  committee.  91  Cong.  Rec.  10.  15.  The 
Legislative  Reorganization  Act  of  1946  retained  it  as 
one  of  the  standing  committees  and  provided: 

"All  proposed  legislation,  messages,  petitions, 
memorials,  and  other  matters  relating  lo  the  subjects 
listed  under  the  .siandine  committees  named  below 
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shall  be  referred  to  such  commitiees,  respectively:  . 

"(q)  ...  (2)  The  Committee  on  Un-American 
Activities,  as  a  whole  or  by  subcommittee,  is  au- 
thorized to  make  from  time  to  time  investigations  of 
(i)  the  extent,  character,  and  objects  of  un-American 
propaganda  activities  in  the  United  States,  (ii)  the 
diffusion  within  the  United  States  of  subversive  and 
un-American  propaganda  that  is  instigated  from  for- 
eign countries  or  of  a  domestic  origin  and  attacks  the 
principle  of  the  form  of  government  as  guaranteed 
by  our  Constitution,  and  (iii)  all  other  questions  in 
relation  thereto  that  would  aid  Congress  in  any  nec- 
essary remedial  legislation."  60  Stat.  823,  828. 

The  Committee  is  authorized  to  sit  and  act  at 
any  time,  anywhere  in  the  United  States  and  to 
require  the  attendance  of  witnesses  and  the  pro- 
duction of  books  and  papers.  A  resolution  of  the 
Eighty-third  Congress  adopted  the  Rules  of  the  pre- 
vious Congresses  as  amended  by  the  Legislative 
Reorganization  Act  of  1946.  H.  Res.  5,  83d  Cong., 
1st  Sess.,  99  Cong.  Rec.  15.  16,  18,  24. 

[•••701 

Permanent  or  standing  committees  of  both  Houses 
have  been  given  power  in  exceedingly  broad  terms. 
For  example,  the  Committees  on  the  Armed  Services 
have  jurisdiction  over  "Common  defense  generally";  n4 
the  Committees  on  Interstate  and  Foreign  Commerce 
have  [•221]  junsdiction  over  "Interstate  and  for- 
eign commerce  generally";  n5  and  the  Committees  on 
Appropriation  have  junsdiction  over  "Appropriation  of 
the  revenue  for  the  suppon  of  the  Government."  n6 
Perhaps  even  more  imponant  for  purposes  of  compari- 
son are  the  broad  authorizations  given  to  select  or  spe- 
cial committees  established  by  the  Congress  from  time 
to  time.  Such  committees  have  been  "authorized  and 
directed"  to  make  full  and  complete  studies  "of  whether 
orgamzed  crime  utilizes  the  facilities  of  interstate  com- 
merce or  otherwise  operates  in  interstate  commerce";  n7 
"of  .  .  .  [••1197]  all  lobbying  activities  intended  to 
influence,  encourage,  promote,  or  retard  legislation"; 
n8  "to  determine  the  extent  to  which  current  [*222]  lit- 
erature .  .  .  containing  immoral,  [or)  obscene  .  . 
.  matter,  or  placing  improper  emphasis  on  cnme  .  . 
.  are  being  made  available  to  the  people  of  the  United 
States  .  .  .";  n9  [•••71]  and  "of  the  extent  to  which 
criminal  or  other  improper  practices  .  .  are.  or  have 
been,  engaged  in  in  the  field  of  labor-management  re- 
lations ...  to  the  detriment  ol  the  interests  of  the 
public  .  .  .  ."  nlO  (Emphasis  added  in  each  exam- 
ple.) Surely  these  authorizations  permit  the  committees 


even  more  "tremendous  latitude"  than  the  "chaner"  of 
the  Un-American  Activities  Committee.  Yet  no  one  has 
suggested  that  the  powers  granted  were  too  broad.  To 
restrain  and  limit  the  breadth  of  investigative  power  of 
this  Committee  necessitates  the  similar  handling  of  all 
other  committees.  The  resulting  restraint  imposed  on  the 
committee  system  appears  to  cripple  the  system  beyond 
workability. 

n4  60  Stat.  815,  824. 

n5  60  Stat.  817,  826. 

n6  60  Stat.  815,  824. 

n7  S.  Res.  202,  81st  Cong.,  2d  Sess.,  in  pertinent 
part  provides: 

"authorized  and  directed  to  make  a  full  and  com- 
plete study  and  investigation  of  whether  organized 
crime  utilizes  the  facilities  of  interstate  commerce  or 
otherwise  operates  in  interstate  commerce  in  further- 
ance of  any  transactions  which  are  in  violation  of  the 
law  of  the  United  States  or  of  the  State  in  which  the 
transactions  occur,  and,  if  so,  the  manner  and  ex- 
tent to  which,  and  the  identity  of  the  persons,  firms, 
or  corporations  by  which  such  utilization  is  being 
made,  what  facilities  are  being  used,  and  whether  or 
not  organized  cnme  utilizes  such  interstate  facilities 
or  otherwise  operates  in  interstate  commerce  for  the 
development  of  corrupting  influences  in  violation  of 
law  of  the  United  States  or  of  the  laws  of  any  State: 
Provided,  however.  That  nothing  contained  herein 
shall  authorize  ( 1 )  the  recommendation  of  any  change 
in  the  laws  of  the  several  States  relative  to  gambling, 
or  (2)  any  possible  interference  with  the  rights  of  the 
several  States  to  prohibit,  legalize,  or  in  any  way 
regulate  gambling  within  their  borders." 
[•••72] 

nSH.Res.  298.  81st  Cong..  1st  Sess..  inpeninent 
part  provides: 

"authorized  and  directed  to  conduct  a  study  and 
investigation  of  (1)  all  lobbying  activities  intended 
to  influence,  encourage,  promote,  or  retard  legisla- 
tion; and  (2)  all  activities  of  agencies  of  the  Federal 
Government  intended  to  influence,  encourage,  pro- 
mote, or  retard  legislation." 

n9  H.  Res.  596,  82d  Cong..  2d  Sess..  in  peninent 
part  provides: 

"authorized  and  directed  to  conduct  a  full  and  com- 
plete investigation  and  study  (1)  to  determine  the  ex- 
tent to  which  current  literature  -  books,  magazines, 
and  comic  books  ~  containing  immoral,  obscene,  or 
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otherwise  offense  malter,  or  placing  improper  em- 
phasis on  crime,  violence,  and  corruption,  are  being 
made  available  to  the  people  of  the  United  Slates 
through  the  United  States  mails  and  otherwise;  and 
(2)  to  determine  the  adequacy  of  e:(isting  law  lo  pre- 
vent the  publication  and  distnbuiion  of  books  con- 
taimng  immoral,  offensive,  and  other  undesirable 
matter. " 

nIOS.  Res.  74,  85th  Cong.,  Ist  Sess.,  inpeninent 
part  provides: 

'authorized  and  directed  to  conduct  an  investiga- 
tion and  study  of  the  extent  to  which  criminal  or 
other  improper  practices  or  activities  are.  or  have 
been,  engaged  in  in  the  field  of  labor- management 
relations  or  in  groups  or  organizations  of  employees 
or  employers  to  the  detriment  of  the  interests  of  the 
public,  employers  or  employees,  and  (o  deierrnine 
whether  any  changes  are  required  in  the  laws  of  the 
United  States  in  order  to  protect  such  interests  against 
the  occurrence  of  such  practices  or  activities." 

["•731 

The  Court  finds  fault  with  the  use  made  of  compul- 
sory process,  power  for  the  use  of  which  is  granted  ihe 
Committee  ['IZJ)  in  the  Reorganization  Act.  While  ihe 
Court  finds  that  the  Congress  is  free  "to  determine  the 
kinds  of  data'  it  wishes  its  committees  lo  collect,  this 
has  led,  the  Court  says,  to  an  encroachment  on  individ- 
ual nghls  through  the  abuse  of  process.  To  my  mind  this 
indicates  a  lack  of  understanding  of  the  problems  facing 
such  committees.  I  am  sure  that  the  committees  would 
welcome  voluntary  disclosure.  It  would  simplify  and 
relieve  their  burden  considerably  if  the  parties  involved 
in  investigations  would  come  forward  wiih  a  frank  will- 
ingness to  cooperate.  But  cverydav  experience  shows 
this  just  does  not  happen.  One  needs  only  to  read  the 
newspapers  to  know  that  the  Congress  could  gather  little 
"data"  unless  its  committees  had.  unfettered,  the  power 
of  subpoena.  In(**ll98|  fact.  Watkins  himself  could 
not  be  found  for  appearance  at  the  tlrsi  hearing  and  it 
was  only  by  subpoena  that  he  attended  the  second.  The 
Court  generalizes  on  this  crucial  problem  saying  "added 
care  on  the  pan  of  the  House  and  the  Senate  in  auih>iriz- 
ing  the  use  of  compulsory  process  and  by  their  [•••74] 
committees  in  exercising  that  power  would  suttlce."  It 
does  not  say  how  this  "added  care"  could  be  applied 
in  practice;  however,  there  are  many  implications  since 
the  opinion  warns  that  "procedures  which  prevent  the 
separation  of  power  from  responsibiliiy"  would  be  nec- 
essary along  with  'constitutional  requisites  ol  fairness 
for  witnesses."  The  "power"  and  "responsibility'  for 
the  investigations  are.  of  course,  in  the  House  where  ihe 


proceeding  is  initiated.  But  the  investigating  job  itself 
can  only  be  done  through  the  use  of  committees.  They 
must  have  the  "power"  to  force  compliance  with  their 
requirements.  If  the  rule  requires  that  this  power  be  re- 
tained in  the  full  House  then  investigations  will  be  so 
cumbrous  that  their  conduct  will  be  a  practical  impossi- 
bility. As  to  "fairness  for  witnesses"  there  is  nothing  in 
the  record  showing  any  abuse  of  Watkins.  If  anything, 
the  Committee  was  abused  by  his  recalcitrance. 

[•224)  While  ambiguity  prevents  exactness  (and  there 
IS  "vice  in  vagueness"  the  majonty  reminds),  the  sweep 
of  the  opinion  seems  to  be  that  'preliminary  control" 
of  the  Committee  must  be  exercised.  The  Court  says  a 
witness'  protected  freedoms  cannot  "be  placed  [•••75] 
in  danger  in  the  absence  of  a  clear  determination  by  the 
House  or  the  Senate  that  a  panicular  inquir\'  is  justi- 
fied by  a  specific  legislative  need."  Frankly  I  do  not 
see  how  any  such  procedure  as  "preliminary  control' 
can  be  effected  in  either  House  of  the  Congress.  What 
will  be  controlled  preliminarily?  TTie  plans  of  the  in- 
vestigation, the  necessity  of  calling  certain  witnesses, 
the  questions  to  be  asked,  the  details  of  subpoenas  duces 
tecum,  etc.?  As  ii  is  now.  Congress  is  hard  pressed  to 
find  sutficient  time  to  lully  debate  and  adopt  all  needed 
legislation.  The  Court  assens  that  "the  Congress  has 
practically  abandoned  its  original  practice  of  utilizing 
the  coercive  sanction  of  contempt  proceedings  at  the  bar 
of  the  House."  Ttus  was  to  be  expected.  It  may  be  that 
back  in  the  twenties  and  thinies  Congress  could  spare 
the  time  to  conduct  contempt  hearings,  but  that  appears 
impossible  now.  Tlie  Court  places  a  greater  burden  in 
the  conduct  of  contempt  cises  before  the  courts  than  it 
does  before  "the  bar  of  the  House."  It  cues  with  ap- 
proval cases  of  contempt  tried  before  a  House  of  the 
Congress  where  no  more  safeguards  were  present  than 
we  find  here.  In  conicmpt  prosecutions  [•••76]  before 
a  court,  however,  ihe  majority  places  an  investigative 
hearing  on  a  par  with  a  critmnal  trial,  requiring  that 
'knowledge  of  the  subject  to  which  ihe  interrogation  is 
deemed  penineni  .  .  must  be  available  (to  the  wit- 
ness|  with  the  same  decree  of  explicitness  and  clarity 
that  the  Due  Process  Clause  requires  in  the  expression 
of  any  element  of  a  criminal  offense. '  1  know  of  no  such 
claim  ever  being  made  before.  Such  a  rcquiremeni  has 
never  been  thought  applicable  to  investigations  and  is 
whollv  out  of  place  when  related  to  the  informing  func- 
iion(*225]  of  the  Congress.  See  Frankfuner.  Hands  Off 
The  Investigations.  38  New  Republic.  May  21.  1924. 
p.  329.  6.S  Cong.  Rec.  9080-9082  The  Congress  docs 
not  have  the  facts  at  the  time  of  the  investigation  for  it 
IS  the  tacts  that  are  heme  sought.  In  a  criminal  inal  the 
invesiiea'.ion  has  been  completed  and  all  of  the  facts  are 
at  h.Tnd.  The  informing  tunction  of  the  Congress  is  in  ef- 
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feet  "a  study  by  the  government  of  circumstances  which 
seem  to  call  for  study  in  the  public  mteresi."  See  Black. 
Inside  a  Senate  Investigation,  172  Harpers  Magazine, 
Feb.  1936,  pp.  275,  278.  In  the  conduct  of  such  a 
proceeding  it  is  impossible  [***77]  to  be  as  explicit 
and  exact  as  in  a  cnminal  prosecution.  If  the  Court  is 
saying  that  its  new  rule  does  not  apply  to  contempt  cases 
tned  before  [••1199]  the  bar  of  the  House  affected,  it 
may  well  lead  to  trial  of  all  contempt  cases  before  the 
bar  of  the  whole  House  in  order  to  avoid  the  restrictions 
of  the  rule.  But  this  will  not  promote  the  result  desired 
by  the  inajoricy.  Summary  treatment,  at  best,  could  be 
provided  before  the  whole  House  because  of  the  time 
factor,  and  such  treatment  would  necessarily  deprive  the 
witness  of  many  of  the  safeguards  in  the  present  proce- 
dures. On  review  here  the  majonty  might  then  t'lnd  fault 
with  that  procedure. 

III. 

Coming  to  the  merits  of  Watkins'  case,  the  Court  re- 
verses the  judgment  because;  (1)  The  subject  matter 
of  the  inquiry  was  not  "made  to  appear  with  undis- 
puiable  clarity"  either  through  its  "chaner"  or  by  the 
Chairman  at  the  time  of  the  hearing  and.  therefore. 
Watkins  was  deprived  of  a  clear  understanding  of  "the 
maimer  in  which  the  propounded  questions  [were]  per- 
tinent thereto":  and  (2)  the  present  committee  system  of 
inquiry  of  the  House,  as  practiced  by  the  Un-American 
Activities  Committee,  does  not  provide  adequate  safe- 
guards for  the  [•••78]  protection  [*226]  of  the  con- 
stitutional right  of  free  speech.  1  subscribe  to  neither 
conclusion. 

Watkins  had  been  an  active  leader  in  the  labor  move- 
ment for  many  years  and  had  been  identified  by  two  pre- 
vious witnesses  at  the  Committee's  hearing  in  Chicago 
as  a  member  of  the  Communist  Pany.  There  can  be 
no  question  that  he  was  fully  informed  of  the  subject 
matter  of  the  inquiry.  His  testimony  reveals  a  com- 
plete knowledge  and  understanding  of  the  hearings  at 
Chicago.  There  the  Chairman  had  announced  that  the 
Committee  had  been  directed  "to  ascenain  the  extent 
and  success  of  subversive  activities  directed  against  these 
United  States  land]  On  the  basis  of  these  investigations 
and  heanngs  .  .  .  [reponj  its  I'lndings  to  the  Congress 
and  (make]  recommendations  .  .  .  tornew  legislation. ' 
He  pointed  to  the  various  laws  that  had  been  enacted  as 
a  result  of  Committee  recommendations.  He  stated  that 
"The  Congress  has  also  referred  to  the  House  Committee 
on  Un-Amencan  Activities  a  bill  which  would  amend 
the  National  Security  Act  of  1950"  which,  if  made  law. 
would  restrict  the  availability  of  the  Labor  .Act  to  unions 
not  "in  fact  Communist-controlled  action  groups."  The 
Chairman  went  [•••79]  on  to  say  that  "It  cannot  be  said 


that  subversive  infiltration  has  had  a  greater  nor  a  lesser 
success  in  infiltrating  this  important  area.  The  heanngs 
today  are  the  culmination  of  an  investigation  .... 
Every  witness  who  has  been  subpoenaed  to  appear  be- 
fore the  committee  here  in  Chicago  .  .  .  [is]  known  to 
possess  information  which  will  assist  the  Committee  in 
performing  its  directed  function  to  the  Congress  of  the 
United  States.' 

A  subpoena  had  issued  for  Watkins  to  appear  at 
the  Chicago  heanngs  but  he  was  not  served.  After 
Watkins  was  served  the  heanng  in  question  was  held 
in  Washington.  D.C.  Reference  at  this  hearmg  was  made 
to  the  one  conducted  in  Chicago.  Watkins  came  be- 
fore the  [^227]  Committee  with  a  carefully  prepared 
statement.  He  denied  cenain  testimony  of  the  previous 
witnesses  and  declared  that  he  had  never  been  a  'card- 
carrying  member'  of  the  Pany.  He  admitted  that  for  the 
period  1942-1947  he  "cooperated  with  the  Communist 
Party  .  .  .  participated  in  Communist  activities  .  . 
.  made  contributions  .  .  .  attended  caucuses  at  [his 
union  s]  convention  at  which  Communist  Party  officials 
were  present  .  .  .  [and]  freely  cooperated  with  the 
Communist  Pany  .  [•••80]  ..."  This  indicated  that 
for  a  tive-year  period  he.  a  union  official,  was  cooper- 
ating closely  with  the  Communist  Party  even  permitting 
its  officials  to  attend  union  caucuses.  For  the  last  two 
years  of  this  liaison  the  Pany  had  publicly  thrown  off  its 
cloak  of  a  political  pany.  It  was  a  reconstituted,  militant 
group  known  to  he  dedicated  to  [••1200]  the  overthrow 
of  our  Government  by  force  and  violence.  In  this  set- 
ting the  Committee  attempted  to  have  Watkins  identify 
30  persons,  most  of  whom  were  coimected  with  labor 
unions  in  some  way.  While  one  'operated  a  beauty  par- 
lor" and  another  was  "a  watchmaker,"  they  may  well 
have  been  "drops"  or  other  functionanes  in  the  program 
of  cooperation  between  the  union  and  the  Party.  It  is  a 
non  sequitur  for  the  Coun  to  say  that  since  "almost  a 
quarter  of  the  persons  on  the  list  are  not  labor  people, 
the  inference  becomes  strong  that  the  subject  before  the 
Subcomniittee  was  not  defined  in  terms  of  Communism 
in  labor"  1  submit  that  the  opposite  is  true. 

IV. 

I  think  the  Committee  here  was  acting  entirely  within 
its  scope  and  that  the  purpose  of  its  inquiry  was  set  out 
with  "undisputable  clarity."  In  the  first  place,  the  auiho- 
nzing  language  [•••81]  of  the  Reorganization  Act  nil 
must  be  read  as  a  whole,  not  dissected.  It  authorized 
investigation  [*22S]  into  subversive  activity,  its  extent. 
character,  objects,  and  diffusion.  While  the  language 
might  have  been  more  explicit  than  using  such  words  as 
"un-American."  or  phrases  like  "pnnciple  of  the  form 
of  government."  still  these  are  fairly  well  understood 
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terras.  Vfc  must  construe  them  to  give  them  meaning 
if  we  can.  Our  cases  indicate  that  rather  than  finding 
fault  with  the  use  of  words  or  phrases,  we  ore  boimd  to 
presume  that  the  action  of  the  legislative  body  in  grant- 
ing authority  to  the  Committee  was  with  a  legitimate 
object  'if  (the  action)  is  capable  of  being  so  construed.' 
(Emphasis  added.)  People  ex  rel.  McDonald  v.  Keeler. 
99  N.Y.  463.  4S7.  2  N.E.  615.  627-628  (1885).  as 
quoted  and  approved  in  McGrain  v.  Daugheny,  supra, 
a:  178.  Before  we  can  deny  the  authority  "it  must  be 
obvious  that*  the  Committee  has  'exceeded  the  bounds 
of  legislative  power."  Tenney  v.  Brandhove,  341  U.S. 
367.  378  (1951).  The  fact  that  the  Committee  has  often 
been  attacked  has  caused  close  scrutiny  of  its  acts  by  the 
House  as  a  whole  and  the  House  has  repeatedly  [•••82] 
given  the  Committee  its  approval.  "Power"  and  "re- 
sponsibility' have  not  been  separated.  But  ihe  record 
in  this  case  does  not  stop  here.  It  shows  that  at  the 
hearings  involving  Watkins,  the  Chairman  made  state- 
ments explaining  the  functions  of  the  Committee.  nl2 
And,  furthermore.  >A^tkins'  action  at  the  hearing  (•229] 
clearly  reveals  that  he  was  well  acquainted  with  the  pur- 
pose of  the  hearing.  It  was  lo  investigate  Communist 
infiltration  into  his  union.  This  certainly  falls  within 
the  grant  of  authonty  from  the  Reorganization  Act  and 
the  House  has  had  ample  opportunity  lo  limit  the  in- 
vestigative scope  of  the  Comminee  if  it  feels  that  the 
Comimttee  has  exceeded  its  legitimate  bounds. 

nl  1  See  note  3.  supra. 

nI2  Sec  supra,  at  p.  226.  See  also  the  siatemcm 
by  Congressman  Velde.  Chairman  of  the  Committee 
on  Un-Amencan  Activities.  Apnl  29,  1954.  at 
Washington.  D.C..  where  Mr  Velde  stated,  inter 
alia:  "This  committee  is  set  up  by  the  House  of 
Representatives  to  investigate  subversion  and  sub- 
versive propaganda  and  to  repon  to  the  House  of 
Representatives  for  the  purpose  of  remedial  legisla- 
tion. 

"The  House  of  Representatives  has  by  a  very  clear 
majority,  a  very  large  majoniy,  directed  us  lo  engage 
in  that  type  of  work,  and  so  we  do.  as  a  commniee 
of  the  House  of  Representatives,  have  the  authority, 
the  jurisdiction,  to  ask  you  concerning  your  activi- 
ties in  the  Communist  Party,  concerning  your  knowl- 
edge ot  any  other  persons  who  are  members  ot  the 
Communist  Party  or  who  have  been  members  of  the 
Communist  Pany.  and  so.  .\1r  Watkins.  you  are  di- 
rected to  answer  the  question  propounded  to  you  by 
counsel." 

(•••83) 


The  Court  makes  much  of  petitioner's  claim  of  'ex- 
posure for  exposure  s  sake'  and  stnkes  at  the  purposes 
of  the  Committee  through  this  catch  phrase.  But  we  are 
bound  to  accept  as  the  purpose  of  the  Committee  that 
stated  in  the  Reorganization  Act  together  with  the  state- 
ments [••1201]  of  the  Chairman  at  the  heanngs  involved 
here.  Nothing  was  said  of  exposure.  The  statements  of  a 
single  Congressman  cannot  transform  the  real  purpose  of 
the  Committee  into  something  not  authorized  by  the  par- 
ent resolution.  See  Uniied  States  v.  Rumely.  345  U.S. 
41  (1953):  Sinclair  v.  United  Stales.  279  U.S.  263. 
290.  295  (1929).  The  Court  mdicates  that  the  ques- 
tions propounded  were  asked  for  exposure's  sake  and 
had  no  pertinency  to  the  inquiry.  It  appears  to  me  that 
they  were  entirely  peninent  to  the  announced  purpose  of 
the  Committee  s  inquiry.  Undoubtedly  Congress  has  the 
power  to  mquire  into  the  subjects  of  communism  and  the 
Communist  Pany.  American  Communications  Assn.  v. 
Douds.  339  U.S.  382  (1950).  As  a  corollary  of  the  con- 
gressional power  10  inquire  mto  such  subject  matter,  the 
Congress,  through  us  committees,  can  legitimately  seek 
to  identify  individual  members  of  the  (•••84]  Party. 
Barsky  v.  United  States.  S3  U.S.  .App.  D.C.  127.  167 
F.  2d  241  (1948).  cert,  denied,  334  U.S.  843.  See  also 
La^vson  v.  United  States.  85  U.S.  App.  D.C.  167.  170- 
171.  176  F.  2d  49  52-53  (1949).  ('230]  cen.  denied. 
339  U.S.  934.  United  Slates  v.  Josephson.  165  F  2d  82. 
90-92  (1947).  cert,  denied,  333  U.S.  838. 

The  pertinency  of  the  questions  is  highlighted  by  the 
need  for  the  Congress  to  know  the  extent  of  infiltration 
of  communism  in  labor  unions.  This  technique  of  infil- 
tration was  that  used  in  bnnging  the  downfall  of  coun- 
tries formerly  free  but  now  still  remaining  behind  the 
Iron  Cunain.  The  Douds  case  illustrates  that  the  Party 
is  not  an  ordinary  political  party  and  has  not  been  at 
least  since  1945.  Association  with  us  officials  is  not  an 
ordinan.'  association.  Nor  does  it  matter  that  the  ques- 
tions related  to  the  past.  Influences  of  past  associations 
often  linger  on  as  was  clearly  shown  in  the  instance  of 
the  witness  Matusow  and  others.  The  techniques  used  m 
the  infiltration  which  admittedly  existed  here  might  well 
be  used  again  in  ihe  future.  If  the  panies  about  whom 
Watkins  was  interrogated  were  Communists  and  collab- 
orated wuh  (•••85]  him.  as  a  pnor  witness  indicated, 
an  entirely  new  area  of  investigation  might  have  been 
opened  up.  Watkins'  silence  prevented  the  Comnuttee 
from  learning  this  information  which  could  have  been 
vital  to  us  future  mvestigation.  The  Committee  was 
likewise  entitled  lo  clicu  icstimony  showing  the  truth  or 
falsity  of  the  prior  testimony  of  the  witnesses  who  had 
involved  Waikins  and  the  union  wuh  collaboration  with 
the  Pany  If  ihe  testimony  was  untrue  a  false  picture  of 
the  relationship  between  the  union  and  the  Pany  lead- 
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ers  would  have  resulted.   For  these  reasons  there  were 
ample  indications  of  the  pertinency  of  the  questions. 

V. 

The  Court  condemns  the  long-established  and  long- 
recognized  comrruttee  system  of  inquiry  of  the  House 
because  it  raises  serious  questions  concerning  the  pro- 
tection it  affords  to  constitutional  rights.  It  concludes 
that  compelling  [*231]  a  witness  to  reveal  his  "be- 
liefs, expressions  or  associations"  impinges  upon  First 
Amendment  rights.  The  system  of  inquiry,  it  says,  must 
"insure  that  the  Congress  does  not  unjustifiably  encroach 
upon  an  individual's  right  to  privacy  nor  abridge  his  lib- 
erty of  speech,  press,  religion  or  assembly."  In  effect 
the  [***86]  Coun  honors  Watkins'  claim  of  a  "right 
to  silence"  which  brings  all  inquiries,  as  we  know,  to 
a  "dead  end."  I  do  not  see  how  any  First  Amendment 
rights  were  endangered  here.  There  is  nothing  in  the 
First  Amendment  that  provides  the  guarantees  Watkins 
claims.  That  Amendment  was  designed  to  prevent  at- 
tempts by  law  to  cunail  freedom  of  speech.  Whitney 
V.  California.  274  U.S.  357.  375  (1927).  It  forbids 
Congress  from  making  any  law  [*'1202]  "abridging 
the  freedom  of  speech,  or  of  the  press."  It  guarantees 
Watkins'  right  to  join  any  organization  and  make  any 
speech  that  does  not  have  an  intent  to  incite  to  cnme. 
Dermis  v.  United  States.  341  U.S.  494  (1951).  But 
Watkins  was  asked  whether  he  knew  named  individuals 
and  whether  they  were  Communists.  He  refused  to  an- 
swer on  the  ground  that  his  rights  were  being  abridged. 
What  he  was  actually  seeking  to  do  was  to  protect  his 
former  associates,  not  himself,  from  embarrassment.  He 
had  already  admitted  his  own  involvement.  He  sought 
to  vindicate  the  rights,  if  any,  of  his  associates.  It  is 
settled  that  one  cannot  invoke  the  constitutional  rights 
of  another.  Tileston  v.  Ullman.  318  U.S.  44,  46  (1943). 

As  already  indicated,  [***87]  even  if  Watkms'  asso- 
ciates were  on  the  stand  they  could  not  decline  to  dis- 
close their  Communist  connections  on  First  Amendment 
grounds.  While  there  may  be  no  restraint  by  the 
Government  of  one's  beliefs,  the  right  of  free  belief 
has  never  been  extended  to  include  the  withholding  of 
knowledge  of  past  events  or  transactions.  There  is  no 
general  privilege  of  silence.  The  First  Amendment  does 
not  make  speech  or  silence  permissible  lo  a  person  in 
such  measure  as  he  [*232]  chooses.  Watkins  has  here 
exercised  his  own  choice  as  to  when  he  talks,  what  ques- 
tions he  answers,  and  when  he  remains  silent.  .A  witness 
is  not  given  such  a  choice  by  the  .Amendment.  Remote 
and  indirect  disadvantages  such  as  "public  stigma,  scorn 
and  obloquy"  may  be  related  to  the  First  Amendment, 
but  they  are  not  enough  to  block  investigation.  The 
Congress  has  recognized  this  since  1862  when  it  tlrst 


adopted  the  contempt  section,  R.S.  §  103,  as  amended,  2 
U.S.C.  §  193.  declaring  that  no  witness  before  a  congres- 
sional committee  may  refuse  to  testify  "upon  the  ground 
that  his  testimony  to  such  fact  or  his  production  of  such 
paper  may  tend  to  disgrace  him  or  otherwise  render  him 
infamous."  See  also  McGrain  [***S8J  v.  Dougherty, 
supra,  at  179-180:  United  Stales  v.  Josephson,  165  F. 
2d  82.  89  (1947).  cen.  denied,  333  U.S.  838.  See  also 
Report  on  Congressional  Investigations,  Assn.  of  the 
Bar  of  the  City  of  New  York,  3^  (1948). 

We  do  not  have  in  this  case  unauthorized,  arbitrary,  or 
unreasonable  inquiries  and  disclosures  with  respect  to  a 
witness'  personal  and  private  affairs  so  ably  and  prop- 
erly denounced  in  the  Sinclair  case,  supra,  at  291-292. 
This  inquiry  is  far  different  from  the  cases  relied  upon 
by  the  Court.  There  is  no  analogy  to  the  case  of  Richard 
Thompson  nl3  involving  the  sermons  of  clergymen.  It 
is  not  Floyd's  nl4  case  involving  cnticism  of  the  royal 
family.  There  is  no  resemblance  to  John  Wilkes'  strug- 
gle for  a  seat  in  Parliament.  It  is  not  Briggs  nl5  where 
the  prosecutor  sought  to  develop  the  national  origin  of 
policemen.  It  is  not  Kilboum  nl6  involving  a  pnvate 
real  estate  pool. 

[*233]  Nor  is  it  Quinn,  nl7  Emspak,  nl8  or  Bart,  nl9 
involving  the  Fifth  Amendment.  It  is  not  Rumely  n20 
involving  the  interpretation  of  a  lobbying  statute.  Nor 
is  this  "a  new  [••1203]  kind  of  congressional  inquiry 
unknown  in  prior  periods  of  American  [•••89]  history 
.  .  .  [i.e.]  a  broad  scale  intrusion  into  the  lives  and 
affairs  of  private  citizens. "  As  1  see  it  only  the  setting  is 
different.  It  involves  new  faces  and  new  issues  brought 
about  by  new  situations  which  the  Congress  feels  it  is 
necessary  to  control  in  the  public  interest.  The  difficul- 
ties of  getting  information  are  identical  if  not  greater. 
Like  authority  to  that  always  used  by  the  Congress  is 
employed  here  and  in  the  same  manner  so  far  as  con- 
gressional procedures  are  concerned.  We  should  afford 
to  Congress  the  presumption  that  it  takes  every  precau- 
tion possible  to  avoid  unnecessary  damage  to  reputa- 
tions. Some  committees  have  codes  of  procedure,  and 
others  use  the  executive  hearing  technique  to  this  end. 
The  record  in  this  case  shows  no  conduct  on  the  part 
of  the  Un-American  Activities  Committee  that  justifies 
condemnation.  That  there  may  have  been  such  occasions 
is  not  tor  us  to  consider  here.  Nor  should  we  permit  its 
past  transgressions,  if  any,  to  lead  to  the  rigid  restraint 
of  all  congressional  committees.  To  carry  on  its  heavy 
responsibility  the  compulsion  of  truth  that  does  not  in- 
criminate is  not  only  necessary  to  the  Congress  but  is 
permitted  within  the  [•••90]  limits  of  the  Constitution. 

nl3  Proceedings  against  Richard  Thompson.   8 
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nl4  See  1  De  Lxilme,  The  Rise  and  Progress  of  the  nl8  Emspak  v.      Untied  Slates.    349  U.S.   190 

English  Constitution  (1838),  at  347-348.  (1955). 

nl5  Bnggs  v.  Mackellar.  2  Abb.  Pr.  30.  65  (N.Y.  nl9  Ban  v.  United  Slates.  349  U.S.  219  11955). 

Common  Pleas  1855). 


n\6  Kilboum  v.  Thompson.  103  U.S.  168  (1881). 


n20  United  Slates  v.  Rumety.  345  U.S.  41  (1953). 
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PRIOR  HISTORY:  [*•*!]  APPEAL  FROM  THE 
UNITED  STATES  DISTRICT  COURT  FOR  THE 
SOUTHERN  DISTRICT  OF  OHIO. 

APPEAL  from  a  final  order  of  ihe  District  Coun. 
in  habeas  corpus,  discharging  the  respondent.  Mally 
S.  Daughertv,  from  the  custody  of  John  J.  McGrain. 
Deputy  Sergeant  at  Arms  of  the  Senate,  by  whom  he 
had  been  arrested,  as  a  contumacious  witness,  under  a 
warrant  of  attachment,  issued  by  the  President  of  the 
Senate  m  pursuance  of  a  Senate  resolution. 

DISPOSITION:  299  Fed.  620.  reversed. 

SYLLABUS:  I.  Deputies,  with  authority  to  e.xecute 
warrants,  may  be  appointed  by  the  Sergeant-at-Arms  of 
the  Senate,  under  a  standing  order  of  the  Senate,  such 
appointments  being  sanctioned  by  practice  and  by  .nets 
of  Congress  fixing  the  compensation  of  the  appointees 
and  providing  for  its  payment.  P.  154. 

2.  Such  deputy  may  serve  a  warrant  of  attachment 
issued  by  the  President  of  the  Senate  and  addressed  only 
to  the  Sergeant-at-Arms,  in  pursuance  of  a  Senate  reso- 
lution contemplating  service  by  either.  P.  155. 

3.  .A  warrant  of  the  Senate  for  attachment  of  a  person 
who  ignored  a  subpoena  from  a  Senate  committee,  .s 
supported  by  oath  within  the  requirement  of  the  Founh 
.\mendment  when  based  upon  the  committees  repon  of 
the  facts  of  the  contumacy,  made  on  the  committee's  own 
knowledge  and  having  the  sanction  of  the  oath  of  office 
of  its  members.  P.  156. 

4.  Subpoenas  issued  by  a  committee  of  the  Senate  to 
bring  before  it  a  witness  to  testify  in  an  investigation 
authorized  by  the  Senate,  are  as  if  issued  by  the  Scnaie 
itself.  P.  158. 

5.  Therefore,  in  case  oi  disobedience,  the  tact  that 


the  subpoena,  and  the  [•**2]  contumacy,  related  only 
to  testimony  sought  by  a  committee,  is  not  a  valid  ob- 
jection to  a  resolution  of  the  Senate,  and  warrant  issued 
thereon,  requiring  the  defaulting  witness  to  appear  be- 
fore the  bar  of  the  Senate  itself,  then  and  there  to  give 
the  desired  testimony.  P.  158. 

6.  Each  house  of  Congress  has  power,  throueh  its  own 
process,  to  compel  a  private  individual  to  appear  before 
it  or  one  of  its  committees  and  give  testimony  needed 
to  enable  it  efficiently  to  exercise  a  legislative  function 
belonging  to  it  under  the  Constitution.  P.  160. 

*.  This  has  suppon  in  long  practice  of  the  houses  sep- 
arately, and  in  repeated  Acts  of  Congress,  all  amounting 
to  a  practical  construction  of  the  Constitution.  Pp.  161, 

167.  174, 

i.  The  two  houses  of  Congress  in  their  separate  rela- 
tions have  not  only  such  powers  as  are  expressly  granted 
them  by  the  Constitution,  but  also  such  auxiliary  pow- 
ers as  are  necessary  and  appropriate  to  make  the  express 
powers  erfeciive.  but  neither  is  invested  with  "general" 
po'ver  to  inquire  into  pnvate  affairs  and  compel  disclo- 
sures. P.  173. 

9.  .\  witness  may  rightfully  refuse  to  answer  where 
the  bounds  of  the  power  are  exceeded  or  the  questions 
are  [***3]   not  peninent  to  the  matter  under  inquiry.  P. 

10  A  resolution  of  the  Senate  directing  a  commit- 
tee 10  investigate  the  administration  of  the  Depanmem 
of  Justice  --  whether  its  functions  were  being  properly 
discharged  or  were  being  neglected  or  misdirected,  and 
particularly  whether  the  .Attorney  General  and  his  assis- 
tants were  performing  or  neglecting  their  duties  in  re- 
spect of  the  institution  and  prosecution  of  proceedings  to 
punish  crimes  and  enforce  appropriate  remedies  against 
the  wrongdoers,  specific  instances  of  alleged  neglect  be- 


51 


273  U.S.  135.  •:  47S.  Cl.  319.  *•; 
1927  U.S.  LEXIS  985.  —•3:  71  L.  Ed.  580 


Page  29 


ing  recued.  -  concerned  a  subject  on  which  legislation 
could  be  had  which  would  be  materially  aided  by  the 
information  which  the  investigation  was  calculated  to 
elicit.  P.  176. 

11.  It  is  to  be  presumed  that  the  object  of  the  Senate  in 
ordering  such  an  investigation  is  to  aid  it  in  legislating. 
P.  178. 

12.  It  is  not  a  valid  objection  to  such  investigation 
that  it  might  disclose  wrong-doing  or  cnme  by  a  public 
officer  named  in  the  resolution.  P.  179. 

13.  A  resolution  of  the  Senate,  directing  attachment 
of  a  witness  who  had  disobeyed  a  committee  subpoena  to 
such  an  investigation,  and  declaring  that  his  testimony 
IS  sought  with  the  [•*'4|  purpose  of  obtaining  "infor- 
mation necessary  as  a  basis  for  such  legislative  and  other 
action  as  the  Senate  may  deem  necessary  and  proper." 
suppons  the  inference,  from  the  earlier  resolution,  of 
a  legislative  object.  The  suggestion  of  "other  action" 
does  not  overcome  the  other  pan  of  the  declaration  and 
thereby  invalidate  the  attachment  proceedings.  P.  180. 

14.  In  view  of  the  character  of  the  Senate  as  a  con- 
tinuing body,  and  its  power  to  continue  or  revive,  with 
its  onginaj  functions,  the  committee  before  which  the 
investigation  herein  involved  was  pending,  the  question 
of  the  legality  of  the  attachment  of  the  respondent  as  a 
contumacious  witness  did  not  become  moot  with  the  ex- 
piration of  the  Congress  dunng  which  the  investigation 
and  the  attachment  were  ordered.  P,  180. 

COUNSEL:  Mr.  George  W.  Wickersham.  (—SI 
Special  Assistant  to  the  .Attorney  General,  with  whom 
Attorney  General  Stone  and  .Vlr  William  X.  Chantland. 
Special  .Assistant  to  the  .Attorney  General,  were  on  the 
bnef.  for  the  appellant. 

Each  House  of  Congress  has  power  to  conduct  an  in- 
vestigation in  aid  of  Its  legislative  functions,  to  compel 
attendance  before  it  of  witnesses  and  the  production  of 
books  and  papers  which  may  throw  light  upon  the  subiect 
of  inquiry;  subject,  of  course,  to  protection  against  the 
invasion  of  such  pnvileces  as  those  against  unreasonable 
searches  and  seizures,  self-incrimination  and  the  like. 
This  power  is  for  the  purpose  of  aiding  each  House  more 
filly  to  discharge  its  legislative  duties.  The  investigation 
ordered  by  the  Senate  resolution  of  March  1st  wasot  that 
character;  and  the  court  below  erred  in  the  construction 
it  put  upon  the  resolution  and  in  holding  ihe  entire  pro- 
ceeding void.  For  many  years  it  has  been  ihe  oractice  of 
both  Houses  of  Congress  lo  conduct  investigations  into 
matters  of  public  interest  within  the  general  domain  of 
federal  jurisdiction,  and  to  summon  witnesses  lo  appear 
and  give  testimonv  and  produce  books  and  papers  bear- 


ing upon  the  questions  under  investigation.  [***6]  See 
5^  102  and  104.  Revised  Statutes.  The  power  of  the  re- 
spective Houses  to  compel  the  attendance  and  testimony 
of  witnesses  in  order  to  secure  information  necessarv  or 
useful  to  enable  them  to  penorm  their  legislative  func- 
tions was  thus  recognized  by  law.  and  defiance  of  that 
power  made  punishable  as  a  cnme  against  the  United 
States.  This  was  without  impairing  in  the  slightest  the 
right  of  a  House  to  employ  the  power  regarding  contempt 
to  compel  obedience  to  its  orders.  In  re  Chapman.  166 
U.S.  66/.  The  power  of  each  House  was  asserted  from 
the  beginning,  not  because  it  was  exercised  by  the  House 
of  Commons  in  England,  but  because  it  is  "necessary  or 
proper  for  carrying  into  execution '  the  powers  vested  by 
the  Consiiiuiion  in  Congress,  and  each  House  thereof 

In  December.  1859.  the  Senate,  by  resolution,  ap- 
pointed a  committee  to  inquire  into  the  facts  concerning 
the  invasion  and  seizure  of  the  armory  and  anenal  at 
Harper  s  Ferry  and  to  report  facts  and  recommend  leg- 
islation, the  committee  to  have  power  to  send  for  persons 
and  papers.  In  February.  1860.  a  resolution  was  adopted 
directing  the  Sergeant-at-Arms  to  take  into  his  custody 
the  body  of  Thaddeus  Hyatt,  and  to  ["'T\  have  the 
same  forthwith  betore  the  bar  of  the  Senate  to  answer  as 
for  a  contempt  of  its  authonty.  Pursuant  to  this  resolu- 
tion. Hyatt  was  brought  before  the  bar.  and  a  resolution 
was  adopted,  after  a  long  debate,  by  a  vote  of  44  ayes  and 
10  noes,  directing  him  to  be  committed  by  the  Sergeani- 
at-Arms  to  the  common  jail  of  the  District  of  Columbia, 
to  be  kept  in  close  custody  until  he  should  sigmfy  bis 
willingness  to  answer  the  questions  propounded  by  the 
Senate.  Con.  Globe.  Isi  Sess.  36ih.  pp.  1102.  1105. 
In  upholding  the  existence  of  the  power,  the  Senate  did 
not  divide  on  sectional  lines,  and  the  vote  was  over- 
whelmingly in  suppon  of  the  assened  power. 

The  question  seems  never  to  have  been  squarely  de- 
cided in  this  Coun.  In  some  cases,  the  point  was  ex- 
pressly reserved  for  future  decision:  in  others  there  are 
expressions  of  opinion  strongly  favoring  the  existence  of 
the  power  Kilbourn  v.  Thompson,  103  U.S.  168.  See 
Bumhamv  Mornssey.  14  Gray,  (Mass.)  116;  Andenon 
V   Dunn.  6  Wheal.  204. 

The  Massachusetts  coun  in  the  above  case  did  not 
reach  its  conclusions  from  any  analogy  to  the  pnvi- 
leges  of  Parliament,  nor  Ifom  any  .'esiduum  of  power 
left  (••*8]  in  the  legislature  because  not  taken  away 
by  the  state  constitution.  The  power  was  recognized 
as  necessary  to  the  functions  expressly  delegated  to  the 
legislature  by  the  constitution.  The  same  principle  is 
equally  applicable  lo  each  House  of  Congress  under  the 
Constitution  o\  ihe  United  States. 

The  point  was  reserved,  in  Harrman  v.     Imeruaie 
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Commerce  Comm..  211  U.S.  407.  and  Henry  v.  Henkel. 
235  U.S.  219.  Kilboum  v.  Thompson,  supra,  and 
Interstcae  Commerce  Comm.  v.  Bnmson.  154  U.S. 
447,  seem  slightly  hostile  to  such  a  power.  Marshall 
V.  Gordon,  243  U.S.  521.  543.  contains  an  argumenta- 
tive dictum  in  favor  of  the  nght.  See  the  instances  of 
legislative  action  cited,  with  approval,  on  the  margin  of 
the  report.  Cf.  Hinds'  Precedents.  Vol.  3:  21,  24. 

A  final  proof  thai  the  express  constitutionaj  grant  of 
cenain  judicial  powers  to  Congress,  or  a  House  thereof. 
does  not  negative  the  implication  of  funher  powers  of 
that  nature.  (See  Anderson  v.  Dunn,  6  Wheal,  at  p. 
232.)  exists  in  the  fact  that  the  Constitution  expressly 
forbids  the  exercise  of  the  parliamentary  judicial  power 
of  passing  bills  of  attainder.  An.  I.  §  9.  Where  [*"91 
there  are  both  express  grants  and  express  prohibitions, 
the  application  of  the  pnnciple  expressio  unius  is  self- 
contradictory,  and  so  the  field  is  left  clear  for  ordinary 
implication  with  no  bias  ab  initio  against  it. 

The  matter  in  the  Kilboum  case  was  a  settled  debt,  an 
executed  transaction,  one  that  should  not  be  undone  by 
legislative  but  only  by  judicial  act.  if  at  all.  and  which 
was  being  considered  in  the  District  Coun  which  was 
the  proper  forum  of  the  bankruptcy  proceedings.  In  re 
Chapman,  166  U.S.  661.  is  of  value  here  chieily  for  the 
presumption  of  validity  conceded  to  the  Senates  resolu- 
tion. The  opinion  shows  that  the  usual  presumption  of 
validity  of  legislative  acts  applies  to  the  resolution  of  a 
single  House,  indicates  a  qualification  on  the  Kilboum 
case,  and  disposes  of  the  Distnct  Coun's  point  in  the 
present  case,  that  a  legislative  purpose  was  not  expressly 
averred  in  the  original  resolution  but  only  in  the  one  di- 
recting Daugheny's  arrest.  It  also  shows  that  that  case  is 
not  to  be  distinguished  on  the  ground  that  the  proceed- 
ings were  under  the  statute,  but  that  the  Senate  could 
have  proceeded  directly. 

In  Marshall  v.  Cordon.  f'lOJ  243  U.S.  521.  "the 
contempt  relied  upon  was  not  intrinsic  to  the  right  of 
the  House  to  preserve  the  means  of  discharging  its  leg- 
islative duties'  (p.  546).  That  is  to  say.  while  the  right 
to  punish  contempts  obstructing  legislation  was  upheld, 
the  letter  sent  by  Marshall  was  not  deemed  to  amount  to 
an  obstmction. 

The  rule  to  be  derived  from  these  contempt  cases 
may  be  summarized  thus:  in  addition  to  ihe  express 
power  to  "punish  its  members  for  disorderly  behav- 
ior." Constitution.  An.  I.  §  5.  each  House  has  an  im- 
plied power  to  punish  outsiders  for  contempts.  .Anderson 
V.  Dunn,  supra:  but  no  such  power  is  implied  in  aid 
of  a  proceeding  outside  the  jurisdiction  of  the  House. 
Kilboum  v.  Thompson,  supra:  however,  a  presumption 
of  validity  attaches  to  a  resolution  of  either  House,  just 


as  to  legislation  of  both  Houses  jointly,  so  that  all  doubts 
are  to  resolved  in  its  favor.  In  re  Chapman,  and  an  in- 
vestigation of  a  public  officer  or  depanment  is  therefore 
presumed  legislative  in  purpose  and  therefore  valid  until 
the  contrary  is  shown,  Marshall  v,  Gordon,  semble. 

The  power  rests  upon  the  well-settled  rule  of  un- 
expressed power  necessary  or  proper  to  the  exercise 
(***11]  of  express  powers,  being  recognized  by  the 
Couns  as  necessanly  a  pan  of  the  constitutional  grant. 
The  leading  case  of  course  is  McCulloch  v.  Mar/land.  4 
Wheal  316.  That  the  pnnciple  of  that  case  justifies  the 
implication  in  favor  of  either  House  of  Congress  having 
power  to  punish  contempts,  is  recognized  in  Marshall 
V.  Gordon,  p.  537.  Multiplication  of  the  cases  follow- 
ing McCulloch  V.  Maryland,  or  of  the  practical  argu- 
ments to  show  that  the  gathenng  of  information  by  the 
compulsion  of  contempt  proceedings  is  appropnate,  if 
not  imperative,  for  legislation  under  modem  conditions, 
seems  unnecessary. 

A  similar  question  arises  where  boards  or  commissions 
e.xercising  delegated  legislative  power  seek  to  compel 
lestimony  and  the  production  of  documents  in  the  aid  of 
us  exercise.  Hamman  v.  Interstate  Commerce  Comm., 
211  U.S.  407.  and  the  language  of  the  majonry  opinion 
;s  qualified  by  Smith  v.  Interstate  Commerce  Comm.. 
245  U.S.  33.  While  the  cases  last  cited  are  not  control- 
ling, they  indicate  a  trend  away  from  the  idea  expressed 
m  the  earlier  cases  and  the  opinion  in  the  coun  below, 
that  testimony  can  be  compelled  only  in  an  investiga- 
tion [***12]  into  a  specific  breach  of  existmg  law  ~ 
a  judicial  inquiry.  Furthermore,  the  case  for  a  House 
of  Congress  investigating  by  its  own  comnuttee  is  much 
stronger  than  that  of  an  administrative  body  acting  under 
delegated  powers. 

The  question  of  the  power  of  either  House  to  com- 
pel testimony  in  aid  of  legislation  has  not  been  decided 
adversely  in  any  of  the  inferior  federal  couns.  See  Ex 
Pane  .Nugent.  Fed.  Cas..  10375  (1848);  In  re  Pacific 
Ratlwav  Comm..  32  Fed..  241:  Henrv  v.  Henkel.  supra: 
and  207  Fed.  S05:  Bnggs  v.  Mackeller,  2  Abbott's 
Practice.  N.  Y..  30:  United  States  v.  Sinclair  52  Wbsh 
L.  Rep    451  [July.  1924). 

.■\  number  of  state  coun  decisions  have  upheld  the 
existence  of  the  power  here  contended  for.  Bnggs  v. 
Mackellar.  2  Abbott's  Practice.  N.  Y.,  30(1835);  People 
V.  Keeier  99  .■^.  Y.  463  (1SS5):  Matter  of  Barnes.  204 
S  Y.  lOH  (1912):  Bumham  v.  Momssey.  14  Gray 
226:  Slate  v.  Guilbert.  75  Ohio  St.  1.  distg.;  Stale 
V  Brewster.  39  N.  J.  L.  658  (1916):  In  re  Fahey,  7  Wis. 
630  <IS5S):  Ex  parte  Parker.  74  S.  C.  466  (1906). 

It  is  submitted  that  the  District  Coun's  distinction  be- 
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tween  the  [•••13]  rule  which  obtains  in  Slates  where 
the  whole  legislative  power  is  vested  in  the  legislature 
and  those  where  aJl  powers  not  expressly  granted  are 
reserved  lo  the  people,  is  wholly  unsound  in  us  applica- 
tion to  the  powers  of  Congress  under  the  Constitution. 
The  rule  finaily  worked  out  by  ihe  couns  and  expressed 
by  Chief  Justice  White  in  Marshall  v.  Gordon,  supra,  is 
based  upon  the  doctrine  of  the  grant  by  the  Constitution 
of  all  powers  necessary  or  proper  lo  the  use  of  the  powers 
expressly  granted.  Each  House  has  power  to  do  what- 
ever is  customanly  required  to  enable  it  intelligently  to 
panicipate  in  the  making  of  laws.  Such  implied  power 
cannot  be  reserved  to  the  States,  respectively,  or  to  the 
people,  for  it  can  only  be  exercised  by  the  House  itself. 
If  it  be  not  vested  in  such  House,  it  exists  nowhere. 
That  it  does  exist  in  each  House,  and  constantly  has 
been  exercised  for  nearly  a  century  past,  is  abundantly 
demonstrated. 

The  English  cases  dealing  wiih  the  prawers  of  the 
House  of  Commons  to  compel  testimony  and  punish  for 
contempt  of  its  process  arc  interesting  as  furnishing  an 
historical  background  but  are  not  otherwise  of  great  im- 
portance, their  authonty  having  [•**14]  been  rejected 
by  the  Supreme  Coun  {Kilboum  v.  Thompson,  supra.) 
disregarded  in  Massachusetts  and  rejected  in  .New  York, 
both  of  which  uphold  the  power  i  Bumham  v.  Momssey. 
supra.  People  v.  Keeler.  99  .V,  K  463.  473.)  and  re- 
jected in  Ohio  which  denies  it  (Siaie  v.  Guilberi.  supra.) 
Regina  v.  ftirv.  2  Ld.  Ra\m..  1105:  Murray  s  case.  / 
mis.  299:  Brass  Crosbvs  Case.  3  Wb.  ISS.  Rex 
V.  Flower.  8  T.  R.,  314;  Burdeit  v.  .Abbott,  14  East. 
1;  Stockdale  v.  Hansard.  9  Ad.  li  £.  1:  Stockdaie  v. 
Hansard.  1 1  Ad.  &E.  253.  C^^eoi  Sheriff  of  Middlesex. 
11  Ad.  &  E.  273. 

Colonial  Cases:  Beaumont  v.  Barrett,  1  Moo  P. 
C.  59:  Kielley  v.  Carson.  4  Moo.  P.  C,  63:  Femon 
V.  Hampton,  1 1  Moo.  P.  C.  347:  Doyle  v.  Falconer, 
L,  R..  1  P  C,  328:  Ex  pane  Dansereau.  XIX  Lower 
Canada  Junsl.  210;  Ex  parte  Bro^n.  5  B.  i  S..  2S0. 

The  investigation  ordered  by  the  Senate,  in  the  course 
of  which  the  testimony  of  .Appellee  and  the  production 
of  books  and  records  of  the  bank  of  which  he  is  president 
were  required,  was  legislative  in  its  character  The  in- 
vestigation of  the  Attorney  General's  office  w.ts  (•**151 
the  exact  action  ordered.  It  is  impossible  to  separate  the 
person  occupying  that  office,  and  his  assistants,  from  the 
office;  and  the  resolution  ot  March  1st  directed  ihe  com- 
mittee to  investigate  circumstances  and  facts  concerning 
the  alleged  failure  of  the  .Mtomey  General  to  prosecute 
and  defend  cases  wherein  the  Govemmeni  of  the  United 
States  was  interested,  and  lo  inquire  into  his  activities 
and  those  of  his  assistants  in  ihe  Department,  which 


would  in  any  manner  tend  lo  impair  their  efficiency  or 
influence  as  r^reseniatives  of  the  Government.  The 
resolution  of  April  26ih.  by  which  the  issuance  of  a 
warrant  was  ordered  to  bnng  the  body  of  the  Appellee 
before  the  bar  of  the  Senate,  then  and  there  lo  answer 
questions  peninent  to  ihe  matter  under  inquiry,  is  pred- 
icated upon  a  recital  that  "the  appearance  and  testimony 
of  the  said  M.  S.  Daugherry  is  matenal  and  necessary 
in  order  that  the  committee  may  properly  execute  the 
functions  imposed  upon  it  and  may  obtain  information 
necessary  as  a  basis  for  such  legislative  and  other  ac- 
tion as  the  Senate  may  deem  necessary  and  proper"  See 
Chapman  case.  166  U.S.  661:  People  v  Keeler.  supra: 
Kilbourn  v.  Thompson,  supra:  [•••I61  In  re  falvey. 
supra:  People  v.  \Wbb.  5  S  Y  Supp..  S55:  People  v. 
MiUiken.  1S5  .V,  Y.  35:  Matter  of  Barnes,  supra: 

The  Department  of  Justice  is  one  of  the  great  execu- 
tive branches  of  the  Govemraent.  It  is  created  by  sutute 
I  Rev.  Stats..  Title  VIII>.  The  duties  of  the  .■Mtomey 
General  and  his  assistants  are  in  great  measure  defined 
by  law  .■\nnually  Congress,  wnh  the  concurrence  of 
both  Houses,  appropnates  large  sums  of  money  to  be 
expended  for  the  purpose  of  enforcing  the  law  or  de- 
fending the  Government  against  claims  in  the  courts, 
under  the  direction  of  the  .Aiiomey  General  and  his  as- 
sistants. Can  It  possibly  be  said  that  the  discovery  of 
any  facts  showing  the  neglect  or  failure  of  the  .Mtomey 
General  or  his  assistants  properly  lo  discharge  the  du- 
ties imposed  upon  them  by  law  cannot  be  and  would  not 
naturally  be  used  by  Congress  as  the  basis  for  new  legis- 
lation safeguarding  the  interests  of  the  Govemraent  and 
making  more  improbable  in  the  future  the  commission 
of  any  .ilepal  or  improper  acts  which  might  be  shown  to 
have  been  committed  in  the  past.'  .Appellee  by  refusmg 
to  appear  in  response  to  either  subpoena  and  be  sworn 
to  icstify.  can  only  succeed  in  this  [•••17]  case  by  es- 
tablishing that  the  entire  proceeding  was  void  as  beyond 
the  constitutional  powers  of  the  Senate.  Questions  as 
to  the  materiality  or  relevancy  of  evidence  are  for  later 
consideration. 

Messrs.  Anhur  I.  Vorys  and  John  P.  Phillips,  with 
whom  .Mr  Webb  I.  Vorys  was  on  the  briet.  for  the 
appellee. 

The  arrest  is  the  result  of  an  attempt  of  the  Senate  to 
vest  Its  committee  with  judicial  power  in  a  case  which 
IS  not  among  those  specifically  enumerated.  The  court 
must  determine  the  nature  oi  the  power  which  the  Senate 
is  attempting  to  exercise,  and  is  not  concluded  by  any 
post  litem  avowal  made  after  the  summons  was  issued, 
served  and  resisted,  and  alter  a  court  oi  competent  ju- 
risdiction had  enioined  the  exercise  of  the  power  In 
Kilbourn  v.   Thompson.  103  U.S.  168.  In  re  Chapman. 
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166  U.S.  661.  and  Marshall  v.  Cordon.  243  U.S.  521. 
this  coun  examined  (he  resolutions  under  which  the  in- 
vestigations were  being  conducted  and  found  that  they 
were  sufficient  to  exhibit  the  nature  of  the  investigations 
and  the  purpose  of  the  investigators.  But  the  court  is  not 
limited  to  the  formal  words  of  this  resolution,  for  it  is 
the  fact  which  is  determinative  [""IS]  and  which  this 
coun  must  find.  What  the  Senate  intends  to  do  and  in 
fact  is  doing  determines  the  character  of  its  proceeding. 
It  can  not  be  said  that,  as  the  Senate  has  not  declared 
what  It  intends  to  do  at  the  conclusion  of  the  inves- 
tigation, therefore  the  investigation  is  not  judicial  and 
not  executive,  and  consequently  it  must  be  legislative 
in  character.  Nor  that,  as  the  Senate  at  the  end  of  the 
investigation  can  do  nothing  in  a  judicial  or  executive 
capacity,  therefore  it  must  be  assumed  that  its  action,  if 
any,  will  be  in  a  legislative  capacity. 

The  preamble  of  Senate  Resolution  No.  157,  which 
clearly  indicates  its  purpose,  was  stricken  out  upon  fi- 
nal passage  of  the  resolution,  not  because  the  purpose  of 
the  Senate  had  changed  in  any  panicular  but  because  the 
Senate  did  not  desire  to  condemn  ihe  Attorney  General 
without  a  tnal.  Throughout  the  debate  upon  the  resolu- 
tion the  idea  recurs  constantly  that  the  Attorney  General 
is  to  be  placed  on  tnal.  There  is  no  suggestion  of  leg- 
islative action,  or  in  fact  of  any  action  other  than  the 
ascenainment  of  facts  with  respect  to  the  charges  of 
malfeasance  in  office  of  Harry  M.  Daugheny  and  the 
publication  of  the  same  for  the  ['•**19]  purpose  of  forc- 
ing him  to  resign.  Only  twice  during  the  whole  debate 
was  there  any  pretense  that  the  investigators  were  to  en- 
gage in  anythmg  other  than  a  tnal  of  Mr.  Daugheny. 

The  committee  has  assumed  all  of  the  functions  of 
prosecutor,  judge  and  jury  with  apparently  none  of  the 
customary  rules  governing  evidence  and  procedure.  The 
court,  however,  need  go  no  funher  than  the  resolution 
which,  in  apt  words,  reposes  in  the  investigating  com- 
mittee judicial  duties,  and  judicial  duties  alone.    The 
personal  cast  of  the  resolution,  the  inability  of  the  com- 
mittee to  do  anything  except  to  try  the  facts  concern- 
ing the  charges  contained  in  the  resolution  and  the  total 
inability  of  the  Senate  to  use  the  tmdings  of  the  inves- 
tigating committee  for  any  puqjose  other  than  to  pil- 
lory Harry  M.  Daugheny  before  the  Amencan  people, 
clearly  demonstrate'that  the  proceeding  is  an  attempt  to 
usurp  the  judicial  function.   Of  most  important  signifi- 
cance.  is  the  fact  that  the  first  hint  of  any  pretense  that 
this  inquisition  was  being  conducted  for  legislative  pur- 
poses was  the  ex  post  facto  recital  of  a  'basis  for  such 
legislation  and  other  action'  in  the  resolution  of  Apnl 
26,  1924.  authonzing  [••*201    a  warrant  for  the  arrest 
of  the  appellee.  This  afterthought  was  inserted  alter  the 
proceeding  and  injunction  in  the  Fayette  County  Court 


and  when  the  Senate  knew  that  the  validity  of  its  res- 
olution had  been  challenged  in  that  proceeding  on  the 
ground  that  it  confened  judicial  authonty.  The  Senate 
of  the  United  States  cannot  override  the  constitutional 
nghts  of  a  pnvaie  citizen  by  a  mere  additional  word  or 
gesture. 

The  Senate  when  acting  in  its  legislative  capacity  has 
no  power  to  arrest  in  order  to  compel  testimony;  the 
Senate  can  compel  testimony  only  in  cases  where  it  has 
judicial  power  specifically  granted  by  the  Constitution. 
Any  arsument  which  begins  with  an  assertion  that  citi- 
zens ov.e  a  duty  to  give  testimony  and  thereupon  asserts 
that  Congress,  or  a  branch  thereof,  may  enforce  this 
dutv  by  US  own  processes,  will  result  in  nullifying  the 
express  division  of  powers  among  the  three  branches  of 
government. 

At  the  time  our  Constitution  was  adopted  the  process 
of  arrest  resided  solely  in  die  judiciary.  Marshall  v. 
Cordon.  243  U.S.  521.  533.  In  England  the  power  to  ar- 
rest and  punish  was  retained  by  the  House  of  Commons 
because  of  ancient  pnvilege  and  prescnption  [**'21] 
and  not  because  of  legislative  right.  The  power  of  arrest 
has  never  been  accorded  to  mfenor  legislative  or  admin- 
istrative bodies.  In  the  few  instances  in  which  such  an 
attempt  aas  been  made,  the  power  has  been  demed  when- 
ever It  has  been  challenged  in  the  courts.  Langenberg 
V.  DecKer.  131  Ind.  471:  Re  Sims.  54  Kans.  1;  Kielley 
V.  Carson.  4  Moore  P.  C.  63:  Fenion  v.  Hampton.  11 
Moore  P.  C.  347:  Ex  Parte  Dansereau,  19  Lower  Canada 
Junst,  I'.O. 

This  Court  has  never  decided  that  the  Congress,  or  ei- 
dier  branc-  of  it,  has  power,  in  its  legislative  capacity,  to 
cause  ihe  arrest  of  a  witness  in  order  to  compel  him  to  tes- 
tis.. The  intimations  of  the  learned  junsis  to  the  contrary 
are  so  plain  that  it  is  impossible  to  piece  out  what  oppos- 
ing counsel  have  called  "expressions  strongly  favoring 
the  existence  of  the  power."  Kilboum  v.  Thompson.  103 
U.S.  16&:  Interstate  Commerce  Comm.  v.  Bnmson.  154 
I'S  4-i7  In  re  Chapman.  166  U.S.  661:  Harrxman  v. 
Interstate  Commerce  Comm..  211  U.S.  407:  Marshall 
V.  Cordon,  supra:  Bo\d  v.  United  States.  116  U.S.  616: 
Ellis  V.  Interstate  Commerce  Comm..  237  U.S.  434: 
^...22]  Federal  Trade  Comm.  v.  Amencan  Tobacco 
Co  26-1  U.S.  298:  Ex  pane  Nugent,  Fed.  Cas.  10375; 
Re  Paanc  R\.  Comm..  32  Fed.  250:  Smith  v.  Interstate 
Commerce  Comm..  245  U.S.  33. 

Congress,  under  the  Federal  Constitution,  has  only 
those  powers  which  are  granted  to  it.  but  many  of  the 
state  legislatures  differ  from  the  English  Parliament  only 
in  Ihe  degree  of  their  powers,  having  all  powers  not  ex- 
pressly o"r  impliedly  denied  by  the  state  constitutions. 
From  ihis  it  follows  that  the  same  canons  of  interpreta- 
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tion  do  not  apply  lo  the  state  legislatures  and  the  national 
Congress.  People  v.  Keeler.  99  N.  Y.  463:  Ex  Parte 
Parker.  74  S.  C.  466:  Bumham  v.  Mornssey.  14  Cra\ 
(Mass.)  226:  Whiicomb's  Case.  1 20 Mass.  113.  Those 
who  have  contended  ihat  the  power  to  compel  testimony 
is  a  legislative  power  have  urged  it  as  a  necessity.  The 
proponents  of  this  argument  resort  to  the  famous  defi- 
nition and  amplification  of  the  word  "necessary"  of  Mr. 
Chief  Justice  MarshaJl  in  McCulloch  v.  Marylarui.  4 
Wheal.  306.  The  reasoning  is  fallacious  and  circuitous. 
MarshaJl  was  considering  the  power  of  the  United  Slates 
to  establish  a  national  bank.  [***23]  He  referred  to 
Clause  18  of  .•Article  I.  §  8  of  the  Constitution,  in  which 
Congress  was  given  power  to  make  laws  which  shall 
be  necessary  and  proper  for  carrying  into  execution  the 
powers  expressly  given.  He  was  not  implying  a  grant  of 
power  which,  because  it  might  be  convenient,  or  appro- 
pnate  in  the  e.xercise  of  another  power,  would  therefore 
be  permitted  to  override  the  constitutional  guaranties  of 
the  private  citizen.  In  the  cases  which  have  followed  and 
adopted  Mr.  Chief  Justice  .Marshall's  definition,  no  case 
has  implied  such  a  grant  from  convenience  so  as  to  over- 
nde  the  e.xpress  guaranties  of  the  Bill  of  Rights  contained 
in  the  first  ten  Amendments.  Not  even  when  Congress 
is  given  an  express  power  can  that  power  be  exercised 
in  derogation  of  the  express  guaranties  of  individual  lib- 
erty. Inierstaie  Commerce  Comm.  v.  Brimson.  154 
U.S.  447.  If  Congress  has  no  such  power  where  there  is 
a  specific  grant,  cenainly  Congress  cannot  destroy  per- 
sonal guaranties  through  any  implied  grant  incidental  to 
the  general  power  to  enact  laws.  The  only  satisfactory 
deterrrunation  of  the  substantive  question  in  this  case 
should  be  that  the  power  to  arrest  a  recusant  witness  is 
a  judicial  [•**24]  process  and  confined  to  the  jurisdic- 
tion of  the  couns.  and  that  the  Senate  has  no  power  to 
arrest  a  recusant  witness  except  in  the  cases  in  which  the 
constitution  gives  the  Senate  judicial  power 

If  Congress  has  power  to  compel  the  production  of 
evidence,  to  aid  Congress  in  formulating  funher  leg- 
islation, then  Congress,  both  Houses  concurring,  must 
declare  its  purpose,  and  the  demand  for  the  information. 
The  Senate  cannot  legislate,  and  the  Senate  cannot  com- 
pel testimony  relating  to  proposed  legislation  which  the 
Senate  alone  has  in  mind.  Const.,  An.  1,5  l;See5/a/<? 
V.  Cuilben.  75  O.  S.  1. 

If  a  witness  may  be  compelled  to  testify  in  order  to  aid 
the  Senate  in  the  formulation  of  legislation,  then  it  must 
be  shown  what  legislation  the  Senate  has  in  view  and  that 
the  evidence  sought  is  peninent  to  the  subject-matter  of 
legislation  under  consideration,  and  the  testimony  of  the 
witness  can  be  compelled  only  through  judicial  process 
of  the  coun.  In  order  to  justify  the  compulsory  dis- 
covery of  evidence  it  must  appear  for  what  purpose  the 


testimony  is  sought  and  the  materiality  of  the  evidence 
must  be  affirmatively  shown.  Federal  Trade  Comm.  v. 
American  Tobacco  l'"25l  Co..  264  U.S.  298:  Hale  v. 
Henkel.  201  U.S.  43.  Mailer  of  Barnes.  204  S.  Y.  108: 
Untied  States  v.  Searles.  25  Vbsh.  L.  Rep.  384 

Senate  Resolution  No.  157  not  only  does  not  show 
what  subjects  of  legislation  were  in  contemplation,  but 
does  show  the  purpose  of  the  investigation,  namely,  to 
determine  as  to  the  alleged  guilt  of  Harry  M.  Daugherty. 
There  is  nothing  in  the  record  to  show  what  proposed 
subject-matters  of  legislation  were  under  consideration, 
and  in  no  way  can  it  be  seen  that  the  testimony  of  the 
appellee  or  the  books  and  records  of  the  bank  and  the  ac- 
counts of  the  bank's  customer  could  furnish  information 
thai  would  be  useful  in  framing  any  legislation  shown  to 
have  been  in  the  mind  of  the  Senate  or  of  any  member 
thereof. 

The  warrant  issued  by  the  president  pro  tempore  of 
the  Senate  was  not  supponed  by  oath  or  affirmation  as 
required  by  the  Federal  Constitution.  Even  a  bench  war- 
rant must  be  supported  by  oath.  ,No  arrest  or  attachment 
for  contempt  can  issue  from  any  court  where  the  con- 
tempt is  constructive  or  outside  of  the  presence  of  the 
coun  without  a  supponing  affidavit. 

The  arrest  of  Mr.  Daugherty  is  illegal  for  the  reason 
that  It  [•••26]  was  made  under  a  warrant  to  bnng  hira 
forcibly  before  the  Senate  to  answer  the  Senate's  ques- 
tions before  he  had  been  subpoenaed  by  the  Senate  and 
had  refused  to  obey  the  Senate. 

This  Coun  will  respect  the  jurisdiction  and  order  of 
the  state  coun.  and  will  make  no  order  which  may  ef- 
fectuate a  violation  of  the  injunction  or  conilict  with  the 
purpose  and  spint  of  the  injunction. 

The  law  does  not  provide  for  any  depury  Sergeant-at- 
Arms.  If  there  were  such  a  officer,  this  warrant  could  not 
be  executed  by  him  because  it  is  directed  to  the  Sergeant- 
at-Arms  and  not  to  a  deputy. 

JUDGES:  Taft.  Holmes.  Van  Devanter.  McReynolds, 
Brandeis.  Sutherland,  Butler,  Sanford:  Mr  Justice 
Sione  did  not  panicipate  in  the  consideration  or  deci- 
sion of  this  case. 

OPINIONBY:  VAN  DEVANTER 

OPINION-  ['ISO!  [••3201  MR-  JUSTICE  VAN 
DEVANTER  delivered  the  opinion  of  the  coun. 

This  IS  an  appeal  from  the  final  order  in  a  proceeding  in 
habeas  corpus  discharging  a  recusant  witness  held  in  cus- 
tody under  process  of  attachment  issued  from  the  United 
States  Senate  in  the  course  of  an  investigation  which  it 
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was  making  of  the  administraiion  of  the  Depanment  of 
Justice.  A  full  statement  of  the  case  is  necessary. 

The  Depanment  of  Justice  [••*27]  is  one  of  the  great 
executive  departments  established  by  congressional  en- 
actment and  has  charge,  among  other  things,  of  the  ini- 
tiation and  prosecution  of  all  suits,  civil  and  criminal, 
which  may  be  brought  in  the  right  and  name  of  the  United 
States  to  compel  obedience  or  punish  disobedience  to  its 
laws,  to  recover  property  obtained  from  it  by  unlawful 
or  fraudulent  means,  or  to  safeguard  its  nghis  in  other 
respects;  and  also  of  the  assenion  and  protection  of  its 
interests  when  it  or  its  officers  are  sued  by  others.  The 
Attorney  General  is  the  head  of  the  depanment,  and  its 
functions  are  all  to  be  exercised  under  his  supervision 
and  direction,  nl 

nl  Rev.  Stats,  sees.  346.  350.  359.  360.  361. 
362,  367;  Judicial  Code,  sees.  185,  212;  c.  382, 
sees.  3,  5,  25  Stat.  858.  859;  c.  647,  sec.  4.  26 
Slat.  209;  c.  3935.  34  Stat.  816;  c.  323,  sec. 
15,  38  Stat.  736;  Umied  Stales  v.  San  Jaanw  Tin 
Co..  125  U.S.  273,  278:  Kern  River  Co.  v.  Uniled 
States.  257  U.S.  147.  155;  Ponzi  v.  Fessenden.  25S 
U.S.  254.  262. 

["-28] 

[•*321]  Harry  M.  Daugheny -became  the  Attorney 
General  March  5,  1921.  and  held  that  office  until  .March 
28,  1924,  [*1S1]  when  he  resigned.  Late  in  that  pe- 
riod vanous  charges  of  misfeasance  and  nonfeasance  in 
the  Depanment  of  Justice  after  he  became  its  supervis- 
ing head  were  brought  to  the  attention  of  the  Senate 
by  individual  senators  and  made  the  basis  of  an  insis- 
tent demand  that  the  depanment  be  investigated  to  the 
end  that  the  practices  and  deficiencies  which,  according 
to  the  charges,  were  operating  to  prevent  or  impair  us 
right  administration  might  be  definitely  ascertained. and 
that  appropriate  and  effective  measures  might  be  tal<en 
to  remedy  or  eliminate  the  evil.  The  Senate  regarded 
the  charges  as  grave  and  requiring  legislative  attenuon 
and  action.  Accordingly  it  formulated,  passed  and  in- 
vited the  House  of  Representatives  to  pass  ( and  that  body 
did  pass)  two  measures  taking  important  litigation  then 
in  immediate  contemplation  out  of  the  control  of  the 
Depanment  of  Justice  and  placing  the  same  in  charge 
of  special  counsel  to  be  appointed  by  the  President  n2; 
and  also  adopted  a  resolution  authorizing  and  directing 
a  select  committee  of  five  senators  -- 

n2  Cong.  Rec.  68lh  Cong..  1st  Scss.  pp.  1520. 
1521,  1728;  c.  16.  43  Stat.  5;  Cong.  Rcc.  68th 
Cong..  1st  Sess..  pp.    1591.  1974;  c.   39.  43  Stat. 


15;  c.  42.  43  Slat.   16. 

[—29] 

'to  investigate  circumstances  and  facts,  and  report  the 
same  to  the  Senate,  concerning  the  alleged  failure  of 
Many  .M.  Daugheny,  Attorney  General  of  the  United 
States,  to  prosecute  properly  violators  of  the  Sherman 
Anti-trust  Act  and  the  Clayton  Act  against  monopo- 
lies and  unlawful  restraint  of  trade;  the  alleged  neglect 
and  failure  of  the  said  Harry  M.  Daugheny.  Attorney 
General  of  the  United  States,  to  arrest  and  prosecute 
Albert  B.  Fall.  Harry  F.  Sinclair,  E.  L.  Doheny,  C. 
R.  Forbes,  and  their  co-conspirators  in  defrauding  the 
Government,  as  well  as  the  alleged  neglect  and  failure  of 
the  said  .\tiomey  General  to  arrest  and  prosecute  many 
others  tor  violations  of  Federal  statutes,  and  his  alleged 
failure  [*152]  to  prosecute  properly,  efficiently,  and 
promptly,  and  to  defend,  all  maimer  of  civil  and  crimi- 
nal actions  wherein  the  Government  of  the  United  States 
is  interested  as  a  party  plaintiff  or  defendant.  And  said 
comrmttee  is  funher  directed  to  inquire  mio,  investigate 
and  reoon  to  the  Senate  the  activities  of  the  said  Harry 
M.  Daugheny.  Attorney  General,  and  any  of  his  assis- 
tants in  the  Depanment  of  Justice  which  would  in  any 
manner  tend  to  impair  their  efficiency  [*"301  or  influ- 
ence as  representatives  of  the  Government  of  the  United 
States." 

The  resolution  also  authonzed  the  committee  to  send 
for  booKS  and  papers,  to  subpoena  witnesses,  to  admin- 
ister oaths,  and  to  sit  at  such  times  and  places  as  it  rmght 
deem  advisable.  n3 


n3  For  the  full  resolution  and  two  amendments 
adopted  shonly  thereafter  see  Cong.  Rec,  68th 
Cong..  1st  Sess..  pp.  3299.3409-3410.3548.4126. 

In  the  course  of  the  investigation  the  committee  issued 
and  caused  to  be  duly  served  on  Mally  S.  Daugheny  - 
who  was  a  brother  of  Harry  M.  Daugheny  and  presi- 
dent 01  the  Midland  National  Bank  of  Washington  Court 
House.  Ohio.  -  a  subpoena  commanding  him  to  appear 
before  the  committee  for  the  purpose  of  giving  testimony 
bearing  on  the  subject  under  investigation,  and  to  bring 
with  him  the  'deposit  ledgers  of  the  .Vlidland  National 
Bank  since  November  1.  1920:  also  note  files  and  tran- 
script of  owners  of  every  safety  vault;  also  records  of 
income  drafts;  also  records  of  any  individual  account  or 
accounts  showina  withdrawals  (***31]  of  amounts  of  S 
25.000  or  over  during  above  period."  The  witness  failed 
to  appear 

A  little  later  in  the  course  of  the  investigation  the  com- 
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mittee  issued  and  caused  to  be  duly  served  on  the  same 
witness  another  subpoena  commanding  him  to  appear 
before  it  for  the  purpose  of  giving  testimony  relating  to 
the  subject  under  consideration  --  nothing  being  ['1531 
said  in  this  subpoena  about  bringing  records,  books  or 
papers.  The  witness  again  failed  to  appear:  and  no  ex- 
cuse was  offered  by  him  for  either  failure. 

The  committee  then  made  a  report  to  the  Senate  stal- 
ing that  the  subpoenas  had  been  issued,  that  according 
to  the  officer's  returns  -  copies  of  which  accompanied 
the  report  -  the  witness  was  personally  served;  and  that 
he  had  failed  and  refused  to  appear.  n4  After  a  reading 
of  the  repon.  the  Senate  adopted  a  resolution  reciting 
these  facts  and  proceeding  as  follows:  n5 


n4  Senate  Report  No.  475.  68ih  Cong..  Isi  Sess. 

n5  Cong.  Rec,  68ih  Cong..  1st  Sess..  pp.  7215- 
7217. 


"Whereas  the  appearance  and  testimony  (•••32)  of  the 
sajd  M.  S.  Daugheny  is  matenai  and  necessary  in  order 
that  the  comimtiee  may  properly  execute  the  functions 
imposed  upon  it  and  may  obtain  information  necessary 
as  a  basis  for  such  legislative  and  other  action  as  the 
Senate  may  deem  necessary  and  proper:  Therefore  be  it 

"Resolved.  That  the  President  of  the  Senate  pro  tem- 
pore issue  his  warrant  commanding  the  Sergeant  at  Arms 
or  his  deputy  to  take  into  custody  the  body  of  the  said 
M.S.  Daugheny  wherever  found,  and  to  bring  the  said 
M.  S.  Daugheny  before  the  bar  of  the  Senate.  ;hen  and 
there  to  answer  such  questions  peninent  to  the  matter 
under  inquiry  as  the  Senate  may  order  the  President  of 
the  Senate  pro  tempore  to  propound;  and  to  keep  the  said 
.M.  S.  Daugheny  m  custody  to  await  the  funher  order 
of  the  Senate. " 

It  will  be  observed  from  the  terms  of  the  resolution  that 
the  warrant  was  to  be  issued  in  funhcrance  of  the  effon 
to  obtain  the  personal  testimony  of  the  witness  and.  like 
the  second  subpoena,  was  not  intended  to  e.Tact  (••3221 
from  him  the  production  of  the  various  records,  books 
and  papers  named  in  the  first  subpoena. 

The  warrant  was  issued  agreeably  to  the  resolution 
and  was  addressed  simply  to  the  Sergeant  at  (••■33) 
Arms  That  (*I54|  officer  on  receiving  the  warrant 
endorsed  thereon  a  direction  that  it  be  executed  by  John 
J.  VIcGrain.  already  his  deputy,  and  delivered  it  to  him 
for  execution. 

The  deputy,  proceeding  under  the  warrant,  took  the 
witness  into  custody  at  Cincinnati.  Ohio,  with  the  pur- 


pose of  bringing  him  before  the  bar  of  the  Senate  as  com- 
manded: whereupon  the  witness  petitioned  the  federal 
district  coun  in  Cincirmati  for  a  wnt  of  habeas  corpus. 
The  wnt  was  granted  and  the  depury  made  due  return 
setting  fonh  the  warrant  and  the  cause  of  the  detention. 
After  a  hearing  the  coun  held  the  attachment  and  deten- 
tion unlawful  and  discharged  the  witness,  the  decision 
being  put  on  the  ground  that  the  Senate  m  directing  the 
investigation  and  in  ordenng  the  attachment  exceeded 
its  powers  under  the  Consiitunon.  299  Fed.  620.  The 
deputy  prayed  and  was  allowed  a  direct  appeal  to  this 
Coun  under  §  238  of  the  Judicial  Code  as  then  existing. 

We  have  given  the  case  earnest  and  prolonged  consid- 
eration because  the  pnncipal  questions  involved  are  of 
unusual  imponance  and  delicacy.  They  are  la)  whether 
the  Senate  -  or  the  House  of  Representatives,  both  being 
on  the  same  plane  [•••34]  m  this  regard  -  has  power, 
through  Its  own  process,  to  compel  a  pnvate  individ- 
ual to  appear  before  it  or  one  of  its  committees  and  give 
testimony  needed  to  enable  it  efficiently  to  exercise  a  leg- 
islative function  belonging  to  it  under  the  Coostirution. 
and  ibi  whether  it  sufficiently  appears  that  the  process 
was  being  employed  in  this  instance  to  obtain  testimony 
for  thai  purpose 

Other  questions  are  presented  which  in  regular  course 
should  be  taken  up  first. 

The  witness  challenges  the  auihonty  of  the  deputy  to 
execute  the  warrant  on  two  grounds  -  thai  there  was  no 
provision  of  law  for  a  depury.  and  that,  even  if  there 
v-en  such  a  provision,  a  depur>'  could  not  execute  the 
[•155]  warrant  because  it  was  addressed  simply  to  the 
Sergeant  at  .Arms  Wc  are  of  opinion  ihat  neither  ground 
IS  tenable. 

The  Senate  adopted  in  1889  and  has  reiained  ever  smce 
a  standing  oracr  declanng  Oiat  the  Sergeant  at  Arms 
may  appoint  deputies  "to  serve  process  or  perlbrm  other 
duties"  in  his  stead.  ;hat  they  shall  be  "officers  of  the 
Senate."  and  that  acts  done  and  returns  made  by  them 
"shall  have  like  effect  and  be  ot  the  same  validity  as 
if  performed  or  made  by  the  Sergeant  at  .Arms  in  per- 
son." [•••351  "6  In  actual  practice  the  Senate  has  given 
full  effect  to  the  order:  and  Congress  has  sanctioned  the 
practice  under  it  by  recognizing  the  deputies  -  some- 
times called  assistants  •-  as  oificers  of  the  Senate,  by 
fixing  their  compensation  and  by  making  appronnations 
10  pay  them.  n7  Thus  there  was  ample  provision  of  law 
lor  a  deputy 

n6  Senate  Journal  47 .  5 1  - 1 .  Dec .   1 7 .  1 889 ;  Senate 
Rules  and  Manual.  (>8th  Cong.,  p.   1 14. 

n7  -II  Stat     f)32.   1253:  42  Stat.    424.   126f);  43 
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Slat.  33.  580.  1288. 

The  fact  that  the  warrant  was  addressed  simply  to  the 
Sergeant  at  Arms  is  not  ot  special  significance.  His 
authority  was  not  to  be  tested  by  the  warrant  alone. 
Other  cntena  were  to  be  considered.  The  standing  order 
and  the  resolution  under  which  the  warrant  was  issued 
plainly  contemplated  that  he  was  to  be  free  to  execute 
the  warrant  in  person  or  to  direct  a  deputy  to  execute 
it.  They  expressed  the  intention  of  the  Senate:  and  the 
words  of  the  warrant  were  to  be  taJcen,  as  they  well 
could  be,  in  a  sense  which  would  give  [•**36]  effect  to 
that  intention.  Thus  understood,  the  warrant  admissibly 
could  be  executed  by  a  deputy  if  the  Sergeant  at  Arms 
so  directed,  which  he  did. 

The  case  of  Sanborn  \:  Carlewn.  15  Cray  399.  on 
which  the  witness  relies,  related  to  a  warrant  issued  :o 
the  Sergeant  at  Arms  in  1860,  which  he  deputed  another 
to  execute.  At  that  time  there  was  no  standing  rule  or 
[*156]  statute  permitting  him  to  act  through  a  deputy; 
nor  was  there  anything  in  the  resolution  under  which  the 
warrant  was  issued  indicative  of  a  purpose  to  permit  him 
to  do  so.  All  that  was  decided  was  that  in  the  absence  of 
a  permissive  provision,  in  the  warrant  or  elsewhere,  he 
could  not  commit  its  execution  to  another.  The  provi- 
sion which  was  absent  in  that  case  and  deemed  essential 
is  present  in  this. 

The  witness  points  to  the  provision  in  the  Founh 
Amendment  to  the  Constitution  declaring  'no  warrants 
shall  issue  but  upon  probable  cause  supported  by  oath 
or  affirmation'  and  contends  that  the  warrant  was  void 
because  the  report  of  the  committee  on  \khich  :t  was 
based  was  unsworn.  We  think  the  contention  overlooks 
the  relation  of  the  committee  to  the  Senate  and  to  the 
matters  reponed,  and  puts  aside  the  ["*37]  accepted 
interpretation  of  the  constitutional  provision. 

The  committee  was  a  pan  of  the  Senate,  and  its  mem- 
bers were  acting  under  their  oath  of  office  as  senators. 
The  matters  reponed  penained  to  their  proceedings  and 
were  within  their  own  knowledge.  They  had  issued  the 
subpoenas,  had  received  and  examined  the  oltlcer  s  re- 
turns thereon  (copies  of  which  accompanied  the  reponi. 
and  knew  the  witness  had  not  obeyed  either  subpoena  or 
offered  any  excuse  for  his  failure  to  do  so 

The  constitutional  provision  was  not  intended  to  es- 
tablish a  new  principle  but  to  affirm  and  preserve  a 
cherished  rule  of  the  common  law  designed  to  prevent 
the  issue  of  groundless  warrants.  In  legislative  practice 
[•*323]  committee  reports  are  regarded  as  made  under 
the  sanction  of  the  oath  of  office  oi  its  members;  and 
where  the  matters  reponed  are  within  the  :ommiitee  s 


knowledge  and  constitute  probable  cause  for  an  attach- 
ment such  repons  are  acted  on  and  given  effect  without 
requiring  that  they  be  supported  by  further  oath  or  af- 
firmation. This  IS  [*1ST]  not  a  new  practice  but  one 
\^hich  has  come  down  from  an  early  period.  It  was 
well  recognized  before  the  constitutional  provision  was 
adopted,  has  been  [•**38]  followed  ever  since,  and  ap- 
pears never  to  have  been  challenged  until  now.  Thus 
it  amounts  to  a  practical  interpretation,  long  continued, 
of  both  the  onginal  common  law  rule  and  the  affirm- 
ing constitutional  provision,  and  should  be  given  effect 
accordingly.  n8 

n8  Pngg  V.  Pennsylvania.  16  Pet.  539.  620- 
621:  Vie  Laura.  114  U.S.  411.  416:  McPherson 
1  Blacker,  146  U.S.  1.  35-36:  Ex  pane  Grossman. 
267  U.S.  57,  US:  Myers  v.   United  Slates.  272  U.S. 


The  principle  underlying  the  legislative  practice  has 
also  been  recognized  and  applied  in  judicial  proceed- 
ings. This  IS  illustrated  by  the  settled  rulings  that  couns 
in  dealing  with  contempts  committed  in  their  presence 
may  order  commitments  without  other  proof  than  their 
own  knowledge  of  the  occurrence,  n9  and  that  they  may 
issue  attachments,  based  on  their  own  knowledge  of  the 
default,  where  intended  witnesses  or  jurors  fail  to  ap- 
pear ;n  obedience  to  process  shown  by  the  officer's  re- 
nim  ;o  have  been  duly  served.  nlO  A  further  illustration 
[*'*39]  is  found  in  the  rulings  that  grand  jurors,  act- 
ing under  the  sanction  of  their  oaths  as  such,  may  find 
and  rerum  indictments  based  solely  on  their  own  knowl- 
edge of  the  panicular  offenses,  and  that  warrants  may 
be  issued  on  such  indictments  without  further  oath  or  af- 
firmation; nil  and  still  another  is  found  in  the  practice 
which  recognizes  that  where  grand  jurors,  under  iheir 
oath  as  such,  repon  to  the  court  that  a  witness  brought 
before  them  has  refused  to  testify,  the  [*158]  coun  may 
ac:  on  that  report,  although  otherwise  unsworn,  and  or- 
der the  witness  brought  before  it  by  attachment.  nl2 

n9  £t  parte  Terry.  128  U.S.  2S9.  307.  et  seq.: 
Holcomo  V.  Cornish.  S  Conn.  J75,- 4  Blackst.  Com. 
;S6 

nIO  Robbins  v.  Gorham.  25  .V.  Y.  5SS:  Wilson  v. 
State.  57  Ind.  71 . 

nil  Hale  v.  Henkel.  201  U.S.  43.  60-62:  Regina 
V.  Russell.  2  Car.  &  Mar.  247;  Commonwealth 
V  Harden.  163  Mass.  453.  455:  Decision  of  .Mr. 
Justice  Catron  reported  in  Wharton's  Cr.  PI.  &  Pr. , 
8ih  ed..  pp.  224-226. 
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nl2  See  Hale  v.  Henkel.  supra:  Blair  v.  United 
Stales.  250  U.S.  273:  Nelson  v.  United  Stales.  201 
U.S.  92.  95:  Equity  Rule  52.  226  U.S.  Appendix. 
15:  Heard  v.  Pierce.  S  Cush.  338. 


under  invesiigaiion:  and  also  that  what  the  injunction  did 
purpon  10  restrain  has  no  beanng  on  the  power  of  the 
Senate  to  enl'orce  that  demand  bv  attachment. 


[•••40) 

We  think  the  legislative  practice,  fonified  as  it  is  by  the 
judicial  practice,  shows  that  the  report  of  the  committee 
--  which  was  based  on  the  committee  s  own  knowledge 
and  made  under  the  sanction  of  the  oath  of  office  of  its 
members  --  was  sufficiently  supponed  by  oath  to  satisfy 
the  constitutional  requirement. 

The  witness  also  points  to  the  provision  in  the  warrant 
and  in  the  resolution  under  which  it  was  issued  requiring 
that  he  be  'brought  before  the  bar  of  the  Senate,  then  and 
there"  to  give  testimony  "peninent  to  the  subject  under 
inquiry."  and  contends  that  an  essential  prerequisite  to 
such  an  attachment  was  wanting,  because  he  neither  had 
been  subpoenaed  to  appear  and  testify  before  the  Senate 
nor  had  refused  to  do  so.  The  argument  in  supporr  of  the 
contention  proceeds  on  the  assumption  that  the  warrant 
of  attachment  "is  to  be  treated  precisely  the  same  as  if 
no  subpoena  had  been  issued  by  the  committee,  and  the 
same  as  if  the  witness  had  not  refused  to  testify  before 
the  conunittee. "  In  our  opinion  the  contention  and  the  as- 
sumption are  both  untenable.  The  committee  was  acting 
for  the  Senate  and  under  its  auihonzation;  and  therefore 
the  subpoenas  which  the  committee  [••*41]  issued  and 
the  witness  refused  to  obey  are  to  be  treated  as  if  issued 
by  the  Senate.  The  warrant  was  issued  as  an  au.Tiliary 
process  to  compel  him  to  give  the  testimony  sought  by 
the  subpoenas;  and  us  nature  in  this  respect  is  not  af- 
fected by  the  direction  that  his  testimony  be  given  at  the 
bar  of  the  Senate  instead  of  before  the  committee.  If  the 
Senate  deemed  it  proper,  in  view  of  his  contumacy,  to 
give  thai  direction  it  was  at  libeny  to  do  so. 

[*159)  The  witness  sets  up  an  interlocutory  iniunc- 
tion  granted  by  a  state  court  at  Washington  Court  House. 
Ohio,  in  a  suit  brought  by  the  Midland  National  Bank 
against  two  members  of  the  investigating  committee,  and 
contends  that  the  attachment  was  in  violation  o(  that 
injunction  and  therefore  unlawful  The  contention  is 
plainly  ill-founded.  The  injunction  was  granted  ihe  same 
dav  the  second  subpoena  was  served,  but  whether  earlier 
or  later  in  the  day  does  not  appear.  All  that  the  record 
discloses  about  the  injunction  is  comprised  in  ihe  para- 
graph copied  in  ihe  margin  from  the  witness  s  petition 
for  habeas  corpus.  nl3  But  il  is  apparent  [•"324]  from 
what  IS  disclosed  ihat  the  injunction  did  not  purport  to 
place  any  restraint  on  the  [•**42|  witness,  nor  to  re- 
strain ihe  committee  from  demanding  that  he  appear  and 
testify  personally  to  what  he  knew  respeciing  the  subject 


nl3  "On  Ihe  1 1th  day  of  April.  1924,  in  an  ac- 
tion in  the  Court  of  Common  Pleas  of  said  Fayette 
County.  Ohio,  in  which  said  The  .Midland  National 
Bank  was  plaintiff  and  said  B.  K.  Wheeler  and  Smith 
W.  Brookhan  were  defendants,  upon  the  petition  of 
said  bank  said  court  granted  a  temporary  restraining 
order  enjoining  and  restraining  said  defendants  and 
their  agents,  servants,  and  employees  from  entering 
into  said  banking  room  and  from  taking,  examin- 
ing, or  investigating  any  of  the  books,  accounts, 
records.' promissory  notes,  secunties.  letien.  cor- 
respondence, papers,  or  any  other  property  of  said 
bank  or  of  its  depositors,  borrowers,  or  customers 
in  said  banking  room  and  from  in  any  manner  mo- 
lesting and  interfenng  with  the  business  and  affairs 
of  said  bank,  its  officers,  agents,  servants,  and  the 
business  of  its  depositors,  borrowers  and  customers 
with  said  bank  until  the  further  order  of  said  court. 
The  said  defendants  were  duly  served  with  process  in 
said  action  and  duly  served  with  copies  of  said  tem- 
porary restraining  order  on  said  1 1th  day  of  April, 
1924.  and  said  injunction  has  not  been  modified  by 
said  court  and  no  funher  order  has  been  made  in  said 
case  by  said  court,  and  said  injunction  is  ui  full  force 
and  effect." 

[—431 

[•160]  In  approaching  the  pnncipal  questions,  which 
remain  to  be  considered,  two  observations  are  in  order. 
One  IS  that  we  are  not  now  concerned  with  the  direc- 
tion m  the  tlrst  subpoena  that  the  witness  produce  vari- 
ous records,  books  and  papers  of  the  .Vlidland  National 
Bank.  That  direction  was  not  repeated  in  the  second 
subpoena:  and  is  not  sought  to  be  enforced  by  the  at- 
tachment. This  was  recognized  by  the  court  below.  299 
Fed.  623.  and  is  conceded  by  counsel  for  the  appellant. 
The  other  is  that  we  are  not  now  concerned  with  the  nght 
of  the  Senate  lo  propound  or  the  duty  of  the  witness  to 
answer  specific  questions,  for  as  yet  no  questions  have 
been  propounded  to  him.  He  is  asserting  -  and  is  stand- 
ing on  his  assertion  -  that  the  Senate  is  without  power 
to  interrogate  him.  even  if  the  questions  propounded  be 
peninent  and  otherwise  legitimate  -  which  for  present 
purposes  must  be  assumed. 

The  first  of  the  principal  questions  -  the  one  which 
the  witness  panicularly  presses  on  our  attention  ~  is. 
as  belore  shown,  whether  the  Senate  -  or  the  House  of 
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Representatives,  both  being  on  the  same  plane  in  this 
regard  --  has  power,  through  its  own  process,  to  compel 
a  private  [•••44]  individual  to  appear  before  it  or  one 
of  its  committees  and  give  testimony  needed  to  enable 
it  efficiently  to  exercise  a  legislative  function  belonging 
to  it  under  the  Constitution. 

The  Constitution  provides  for  a  Congress  consisting  of 
a  Senate  and  House  of  Representatives  and  invests  it  with 
"all  legislative  powers"  granted  to  the  United  States,  and 
with  power  'to  make  all  laws  which  shall  be  necessary 
and  proper"  for  carrying  into  execution  these  powers 
and  "all  other  powers"  vested  by  the  Constitution  in  the 
United  States  or  in  any  depanment  or  officer  thereof. 
Art.  I,  sees  1,  8.  Other  provisions  show  that,  while 
bills  can  become  laws  only  after  being  considered  and 
passed  by  both  houses  of  Congress,  each  house  is  to  be 
distinct  [*161)  from  the  other,  to  have  its  own  officers 
and  rules,  and  to  exercise  its  legislative  function  inde- 
pendently. nl4  An.  I,  sees.  2.  3,  5.  7.  But  there  is  no 
provision  expressly  investing  either  house  with  power  to 
make  investigations  and  exact  testimony  to  the  end  that 
it  may  exercise  its  legislative  function  advisedly  and  ef- 
fectively. So  the  question  arises  whether  this  power  is  so 
far  incidental  to  the  legislative  function  as  to  be  implied. 
[•••45] 

nl4  Story  Const.,  sees.  545.  et  seq.;  1  Kent's 
Com.,  p.  222. 

In  actual  legislative  practice  power  to  secure  needed 
information  by  such  means  has  long  been  treated  as  an 
attribute  of  the  power  to  legislate.  It  was  so  regarded 
in  the  British  Parliament  and  in  the  Colonial  legislatures 
before  the  Amencan  Revolution;  and  a  like  view  has 
prevailed  and  been  carried  into  effect  in  both  houses  of 
Congress  and  in  most  of  the  state  legislatures.  nl5 

nl5  May's  Parliamentary  Practice.  2d  ed..  pp. 
80,  295,  299:  Cushing's  Legislative  Practice,  sees. 
634.  1901-1903:  3  Hinds'  Precedents,  sees.  1722. 
1725,  1727,  1813-1820;  Cooley's  Constitutional 
Limitations.  6th  ed.,  p.  161. 

This  power  was  both  assened  and  exerted  by  the  House 
of  Representatives  in  1792.  when  it  appointed  a  select 
committee  to  inquire  into  the  St.  Clair  expedition  and 
authorized  the  committee  [••*46]  to  send  for  neces- 
sary persons,  papers  and  records.  Mr.  Madison,  who 
had  taken  an  imponant  pan  in  framing  the  Constitution 
only  five  years  before,  and  four  of  his  .issociatcs  in  that 
work,  were  members  of  the  House  of  Representatives  at 


the  time,  and  all  voted  for  the  inquiry.  3  Cong.  Ann. 
494.  Other  exenions  of  the  power  by  the  House  of 
Representatives,  as  also  by  the  Senate,  are  shown  m  the 
citations  already  made.  Among  those  by  the  Senate, 
the  inquiry  ordered  in  1859  respecting  the  raid  by  John 
Brown  and  his  adherents  on  the  armory  and  arsenal  of 
the  United  Slates  at  Harper's  Ferry  is  of  special  signifi- 
cance. The  resolution  [•162]  directing  the  inquiry  au- 
thorized the  committee  to  send  for  persons  and  papers, 
to  inquire  into  the  facts  penaining  to  the  raid  and  the 
means  by  which  it  was  organized  and  supponed,  and  to 
repon  what  legislation,  if  any.  was  necessary  to  preserve 
ihe  peace  of  the  country  and  protect  the  public  property. 
The  resolution  was  briefly  discussed  and  adopted  with- 
out opposition.  Cong.  Globe.  36th  Cong..  1st  Sess.. 
pp.  141.  152.  Later  on  the  committee  reponed  that 
Thaddeus  Hyatt,  although  subpoenaed  to  appear  as  a 
witness,  had  refused  to  do  so;  [•••47]  whereupon  the 
Senate  ordered  that  he  be  attached  and  brought  before 
it  to  answer  for  his  refusal.  When  he  was  brought  in 
he  answered  by  challenging  the  power  of  the  Senate  to 
direct  the  inquiry  and  exact  testimony  to  aid  it  in  exer- 
cising its  legislative  function.  The  question  of  power 
thus  presented  was  thoroughly  discussed  by  several  sen- 
ators -  Mr.  Sumner  of  Massachusetts  taking  the  lead 
in  denying  the  power  and  Mr.  Fessenden  of  .Maine  in 
supporting  It.  Sectional  and  pany  lines  were  put  aside 
and  the  question  was  deoated  and  determined  with  spe- 
cial regard  to  principle  and  precedent.  The  vote  was 
taken  on  a  resolution  pronouncing  the  witness's  answer 
insufficient  and  directing  that  he  [*'325]  be  committed 
until  he  should  signify  that  he  was  ready  and  willing  to 
testin.'  The  resolution  was  adopted  -  44  senators  vot- 
ing for  it  and  10  against.  Cong.  Globe.  36th  Cong., 
1st  Sess..  pp.  1100-1109.  3006-3007.  The  arguments 
advanced  m  suppon  of  the  power  are  fairly  reflected  by 
the  following  excerpts  from  the  debate: 

\U.  Fessenden  of  Maine.  "Where  will  you  stop? 
Stop.  I  say.  just  at  that  point  where  we  have  gone  far 
enough  to  accomplish  the  purposes  for  which  we  were 
created:  and  these  [•••48]  purposes  are  defined  in  the 
Constitution.  What  are  they?  The  great  purpose  is  leg- 
islation. There  are  some  other  things,  but  1  speak  of 
legislation  as  the  principal  purpose.  Now.  what  do  we 
propose  to  do  here?  We  ['163]  propose  to  legislate  upon 
a  given  state  of  facts,  perhaps,  or  under  a  given  necessity. 
Well.  sir.  proposing  to  legislate,  we  want  information. 
We  have  it  not  ourselves.  It  is  not  to  be  presumed  that 
we  know  everything;  and  if  any  body  does  presume  it. 
It  is  a  very  great  mistake,  as  we  know  by  experience. 
We  want  information  on  ccnain  subjects.  How  are  we 
to  get  it?  The  Senator  says,  ask  for  it.  I  am  ready  to 
ask  for  it;  but  suppose  the  person  whom  we  ask. will  not 
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give  it  to  us:  what  then?  Have  we  not  f>ower  to  compel 
him  to  come  before  us.'  Is  this  power,  which  has  been 
exercised  by  Parlianient,  and  by  all  legislative  bodies 
down  to  the  present  day  without  dispute  --  the  power 
to  inquire  into  subjects  upon  which  they  are  disposed  to 
legislate  --  lost  to  us.'  Are  we  not  in  the  possession  ot 
It?  Are  we  depnved  of  it  simply  because  we  hold  our 
power  here  under  a  Constitution  which  defines  what  our 
duties  are.  and  what  we  are  called  upon  to  do.' 

"Congress  [•**49]  have  appointed  committees  after 
committees,  time  alter  time,  to  make  inqumes  on  sub- 
jects of  legislation.  Had  we  not  power  to  do  11.'  Nobody 
questioned  our  authority  to  do  it.  We  have  given  them 
authonry  to  send  for  persons  and  papers  during  the  re- 
cess. Nobody  questioned  our  authority.  We  appoint 
committees  during  the  session,  with  power  to  send  for 
persons  and  papers.  Have  we  not  that  authonry.  if  nec- 
essary to  legislation.' 


"Sir,  with  regard  to  myself,  ail  I  have  to  inquire  into 
is:  IS  this  a  legitimate  and  proper  object,  commuted  to 
me  under  the  Constitution;  and  then,  as  to  the  mode  of 
accomplishing  it.  1  am  ready  lo  use  judiciously,  calmly, 
moderately,  ail  the  power  which  I  believe  is  necessary 
and  inherent,  in  order  to  do  that  which  1  am  appointed 
to  do:  and,  I  take  it,  I  violate  no  rights,  either  of  the 
people  generally  or  of  the  individual,  by  thai  course." 

[•164]  Mr  Crittenden  of  Kentucky.  "I  come  now 
to  a  question  where  the  cooperation  of  the  two  branches 
is  not  necessary  There  ore  some  things  that  the  Senate 
may  do.  How'  According  to  a  mode  of  its  own.  .Are  we 
to  ask  the  other  branch  of  the  Legislature  to  concede  by 
law  to  us  the  power  of  making  [•**50)  such  an  inquiry 
as  we  are  now  making'  Has  not  each  branch  the  right  to 
make  what  inqumes  and  investigation  it  thinks  proper 
to  make  for  us  own  action?  Undoubtedly.  You  say  we 
must  have  a  law  for  it.  Can  we  have  a  law'  Is  it  noi. 
from  the  very  nature  of  the  case,  incidental  to  you  as  a 
Senate,  if  you,  as  a  Senate,  have  the  power  of  instituting 
an  inquiry  and  of  proceeding  with  that  inquiry'  I  ha\e 
endeavored  to  show  that  we  have  that  power.  We  have  a 
right,  in  consequence  of  it.  a  necessary  incidental  power, 
to  sutnmon  witnesses,  if  witnesses  are  necessary  Do  we 
require  the  concurrence  of  the  other  House  to  that.'  It  is 
a  power  of  our  own  If  you  have  a  right  to  do  the  thing 
of  your  own  motion,  you  must  have  alt  powers  that  arc 
necessary  to  do  it. 

"The  means  of  carrying  into  effect  by  law  all  the 
granted  powers,  is  given  where  legislation  is  applica- 
ble and  necessary;  but  there  are  subordinate  matters,  not 
amounting  to  laws;  there  are  inquiries  of  the  one  House 


or  the  other  House,  which  each  House  has  a  nghi  to 
conduct;  which  each  has.  from  the  beginning,  exercised 
the  power  to  conduct;  and  each  has.  from  the  begin- 
ning, summoned  witnesses.  This  has  been  the  practice 
of  [•••51)  the  Government  from  the  beginning:  and 
if  we  have  a  right  to  summon  the  witness,  ail  the  rest 
follows  as  a  matter  of  course." 

The  deliberate  solution  of  the  question  on  that  occa- 
sion has  been  accepted  and  followed  on  other  occasions 
by  both  houses  of  Congress,  and  never  has  been  rejected 
or  questioned  by  either. 

[•165]  The  state  courts  quite  generally  have  held  thai 
the  power  to  legislate  carries  with  it  by  necessary  im- 
plication ample  authority  to  obtain  information  needed 
in  the  rightful  e.xercise  of  that  power,  and  to  employ 
compulsory  process  for  ;he  purpose. 

In  Bumham  v.  Momsev.  14  Cray  226.  239.  the 
Supreme  Judicial  Court  of  .Massachusetts,  in  sustaining 
ane.\enionof  this  power  by  one  branch  of  the  legislature 
of  that  Commonwealth,  said: 

"The  house  of  reoresematives  has  many  duties  to  per- 
form, which  necessarily  require  it  to  receive  evidence 
and  examine  witnesses.  .  .  It  has  often  occasion  to 
acquire  cenain  knowledge  of  facts,  in  order  to  the  proper 
performance  of  legislative  duties  W'e  therefore  ihmk  it 
clear  that  it  has  ihe  constirutional  nght  to  take  evidence, 
to  summon  witnesses,  and  to  compel  them  to  appear  and 
testify.  This  power  to  sutnmon  and  (•••52]  examme 
witnesses  it  may  exercise  by  means  of  coraminees." 

In  WHckens  v.  Willet.  1  K^es  521.  525.  a  case 
which  presented  the  question  whether  the  House  of 
Representatives  of  the  United  States  possesses  this 
power,  the  Coun  of  .Appeals  of  New  York  said; 

"Tliat  the  power  exists  there  admits  of  no  doubt  what- 
ever. It  is  a  necessary  incident  to  the  sovereign  power  of 
making  laws:  and  its  exercise  is  often  indispensable  to 
the  great  end  of  enlightened,  judicious  and  wholesome 
legislation." 

In  People  v  Keeier.  99  .V.  Y.  463.  4S2.  4S3.  where 
the  validitv  of  a  statute  of  New  York  recognizing  and 
giving  eifect  to  this  power  was  drawn  in  question,  the 
Court  of  Appeals  approvingly  quoted  what  it  had  said  in 
Wilckens  v   Willet.  and  added: 

[••326]  'It  IS  diificult  to  conceive  any  constitutional 
objection  which  can  be  raised  to  the  provision  autho- 
rizing legislative  committees  to  take  testimony  and  to 
surtunon  (•lh6|  witnesses.  In  many  cases  it  may  be 
indispensable  lo  intelligent  and  effectual  legislation  to 
ascenain  the  facts  which  are  claimed  to  give  rise  to  the 
necessity  tor  such  legislation,  and  the  remedy  required. 
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and.  irrespective  of  the  question  whether  in  the  absence 
[*"S3]  of  a  statute  to  that  effect  either  house  would 
have  the  power  to  imprison  a  recusant  witness,  I  cannot 
yield  to  the  claim  that  a  statute  authorizing  it  to  enforce 
its  process  in  that  manner  is  in  e.\cess  of  the  legisla- 
tive power.  To  await  the  slow  process  of  indictment  and 
prosecution  for  a  misdemeanor,  might  prove  quite  inef- 
fectual, and  necessary  legislation  might  be  obstructed, 
and  perhaps  defeated,  if  the  legislative  body  had  no  other 
and  more  summary  means  of  enforcing  its  right  to  ob- 
tain the  required  information.  That  the  power  may  be 
abused,  is  no  ground  for  denying  its  existence.  It  is 
a  limited  power,  and  should  be  kept  within  its  proper 
bounds;  and,  when  these  are  e.tceeded.  a  jurisdictional 
question  is  presented  which  is  cognizable  in  the  courts." 
.  .  .  "Throughout  this  Union  the  practice  of  legisla- 
tive bodies,  and  in  this  State,  the  statutes  existing  at  the 
time  the  present  Constitution  was  adopted,  and  whose 
validity  has  never  before  been  questioned  by  our  couns. 
afford  strong  arguments  in  favor  of  the  recognition  of 
the  right  of  either  house  to  compel  the  attendance  of  wit- 
nesses for  legislative  purposes,  as  one  which  has  been 
generally  conceded  to  be  an  appropnate  (•**54]  adjunct 
to  the  power  of  legislation,  and  one  which,  to  say  the 
least,  the  State  legislature  has  constitutional  authonty  to 
regulate  and  enforce  by  statute." 

Other  decisions  by  state  couns  recognizing  and  sus- 
taining the  legislative  practice  are  found  in  Fahey  v. 
Massing,  7  Wis.  630.  635-63S:  State  v  Frear.  133 
Wis.  173;  Ex  parte  Parker.  74  S.  C.  466.  470:  Sullivan 
V.  Hill.  73  W.  Ml.  49.  53:  Lowe  v.  Summers.  69  Mo. 
App.  637.  649-650.  An  instructive  decision  on  the 
question  is  also  found  in  Ex  pane  Dansereau  1 1875i,  19 
L.  C.  Jur.  210.  where  the  [*167]  legislative  assembly  of 
the  Province  of  Quebec  was  held  to  possess  this  power 
as  a  necessary  incident  of  its  power  to  legislate. 

We  have  referred  to  the  practice  of  the  two  houses  of 
Congress;  and  we  now  shall  notice  some  significant  con- 
gressional enactments.  May  3.  1798.  c.  36.  1  Slat.  554. 
Congress  provided  that  oaths  or  affirmations  might  be 
adrmnistered  to  witnesses  by  the  President  of  the  Senate, 
the  Speaker  of  the  House  of  Representatives,  the  chair- 
man of  a  committee  of  the  whole,  or  the  chairman  of  a 
select  committee,  "in  any  case  under  their  examination." 
February  8.  1817.  c.  10.  [""'SS]  3  Stat.  345.  it  en- 
lareed  that  provision  so  as  to  include  the  chairman  of  a 
standing  committee.  January  24.  1857.  c.  19.  II  Stat. 
155.  It  passed  ".\n  Act  more  effectually  to  enforce  the 
attendance  of  witnesses  on  the  summons  of  either  house 
of  Congress,  and  to  compel  them  to  discover  testimony. ' 
This  act  provided,  first,  that  any  person  summoned  as 
a  witness  to  give  testimony  or  produce  papers  m  .iny 
matter  under  inquiry  before  either  house  of  Congress. 


or  any  committee  of  either  house,  who  should  wilfully 
make  default,  or.  if  appearing,  should  refuse  to  answer 
any  question  peninent  to  the  inquiry,  should,  in  addition 
to  ihe  pains  and  penalties  then  existing.  nl6  be  deemed 
guilty  of  a  misdemeanor  and  be  subject  to  indictment  and 
punishment  as  there  prescnbed;  and  secondly,  thai  no 
person  should  be  excused  from  giving  evidence  in  such 
an  inquiry  on  the  ground  that  it  might  tend  to  incnminate 
or  disgrace  him,  nor  be  held  to  answer  criminally,  or  be 
subjected  to  any  penalty  or  forfeirure.  for  any  fact  or 
act  as  to  which  he  was  required  to  testify,  excepting  that 
he  might  be  subjected  to  prosecution  for  perjury  com- 
muted while  so  testifying.  January  24,  1862,  c.  11, 
12  Stat.  333.  Congress  [***56]  modified  the  immu- 
nity provision  in  paniculars  not  matenal  [•168]  here. 
Tnese  enactments  are  now  embodied  in  §§  101-104  and 
859  of  Revised  Statutes.  They  show  very  plainly  that 
Congress  intended  thereby  (a)  to  recognize  the  power 
of  either  house  to  institute  inquiries  and  exact  evidence 
touching  subjects  within  its  junsdiciion  and  on  which 
It  was  disposed  to  act;  nl7  (b)  to  recognize  that  such 
inquiries  may  be  conducted  through  committees:  (c)  to 
subject  defaulting  and  contumacious  witnesses  to  indict- 
ment and  punishment  in  the  courts,  and  thereby  to  en- 
able either  house  to  exen  the  power  of  inquiry  "more 
effecrually";  nl8  and  (d)  to  open  the  way  for  obtaining 
evidence  in  such  an  inquiry,  which  otherwise  could  not 
be  obtained,  by  e.xemptmg  witnesses  required  to  give 
evidence  therein  from  crirmnai  and  penal  prosecutions 
m  respect  of  matters  disclosed  by  their  evidence. 

nl6  The  reference  is  to  the  power  of  the  panicular 
house  to  deal  with  the  contempt.  In  re  Chapman, 
166  r.S.  661,  671-672. 

nl7  In  construing  section  1  of  the  Act  of  1857  as 
reproduced  in  section  102  of  the  Revised  Statutes, 
this  Coun  said  in  In  re  Chapman,  166  U.S.  661, 
667.- 

"It  is  true  that  the  reference  is  to  'any'  matter  under 
inquiry,  and  so  on.  and  it  is  suggested  that  this  is  fa- 
lallv  detective  because  too  broad  and  unlimited  in  its 
extent;  but  nothing  is  better  settled  than  that  statutes 
should  receive  a  sensible  construction,  such  as  will 
effectuate  the  legislative  intention,  and.  if  possible. 
so  as  !o  avoid  an  unjust  or  an  absurd  conclusion.  Lau 
Ow  Bew  V.  United  Slates.  144  U.S.  47.  59:  and  we 
think  that  the  word  'any.'  as  used  in  these  sections, 
refers  to  matters  within  the  jurisdiction  of  the  two 
Houses  of  Congress,  before  them  for  consideration 
and  proper  for  their  action;  to  questions  pertinent 
thereto;  and  to  facts  or  papers  bearing  thereon." 
[•••57] 
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nl8  This  Coun  has  said  of  the  act  of  1857  that 
'it  was  necessary  and  proper  for  carrying  into  ex- 
ecution ihe  powers  vested  in  Congress  and  in  each 
house  thereof."  In  re  Chapman,  166  U.S.  661.  671. 

Four  decisions  of  this  Coun  arc  cited  and  (**3271 
more  or  less  relied  on,  and  we  now  turn  to  them. 

The  first  decision  was  in  Anderson  v.  Dunn,  6 
Wheat.  204.  The  question  there  was  whether,  under  the 
Constitution,  the  House  of  Representatives  has  power 
to  attach  and  punish  a  person  other  than  a  member  for 
contempt  ["169]  of  its  authority  -  in  fact,  an  attempt  to 
bribe  one  of  its  members.  The  Court  regarded  the  power 
as  essential  to  the  effective  exenion  of  other  powers  ex- 
pressly granted,  and  therefore  as  implied.  The  argument 
advanced  to  the  contrary  was  that  as  the  Constitution  ex- 
pressly grants  to  each  house  power  to  punish  or  expel 
Its  own  members  and  says  nothing  about  punishing  oth- 
ers, the  implication  or  inference.  If  any.  is  that  power 
to  punish  one  who  is  not  a  member  is  neither  given  nor 
intended.  The  Court  answered  this  by  saying: 

(p.  225^  "There  is  not  in  the  whole  of  that  admirable 
[•••58]  instrument,  a  grant  of  powers  which  does  not 
draw  after  it  others,  not  expressed,  but  vital  to  their 
e.xercise:  not  substantive  and  independent,  indeed,  but 
auxiliary  and  subordinate." 

(p.  233)  "This  argument  proves  too  much:  for  us 
direct  application  would  lead  to  annihilauon  of  almost 
every  power  of  Congress.  To  enforce  its  laws  upon  any 
subject  without  the  sanction  of  punishment  is  obviously 
impossible.  Yet  there  is  an  express  grant  of  power  to 
punish  m  one  class  of  cases  and  one  only,  and  ail  the 
punishing  power  exercised  by  Congress  m  any  cases, 
except  those  which  relate  to  piracy  and  offenses  against 
the  laws  of  nations,  is  derived  from  implication.  Nor  did 
the  idea  ever  occur  to  any  one.  that  the  express  grant  in 
one  class  of  cases  repelled  the  assumption  of  the  punish- 
ing power  in  any  other  The  truth  is.  that  the  exercise  of 
the  powers  given  over  their  own  members,  was  of  such 
a  delicate  nature,  that  a  constitutional  provision  became 
necessary  to  assert  or  communicate  it.  Constituted,  as 
that  body  is.  of  the  delegates  of  confederated  Slates, 
some  such  provision  was  necessary  to  guard  against  their 
mutual  jealousy,  since  every  proceeding  against  a  repre- 
sentative would  [***S91  indirectly  affect  the  honour  or 
interests  of  the  state  which  sent  him." 

[•170]  The  next  decision  was  in  Kilbourn  v 
Vwmpson.  103  U.S.  16S.  The  question  there  was 
whether  ihc  House  of  Representatives  had  exceeded  its 
power  in  directing  one  of  its  committees  to  make  a  par- 
ticular mvestmation.  The  decision  was  that  it  had    The 


principles  announced  and  applied  in  the  case  are  ~  that 
neither  house  of  Congress  possesses  a  "general  power  of 
making  inquiry  into  the  private  affairs  of  the  citizen"; 
that  the  power  actually  possessed  is  limited  to  inquiries 
relating  to  matters  of  which  the  panicular  house  "has 
junsdiction"  and  in  respect  of  which  it  rightfully  may 
take  other  action:  that  if  the  inquiry  relates  to  "a  matter 
wherein  relief  or  redress  could  be  had  only  by  a  judicial 
proceeding"  it  is  not  within  the  range  of  this  power,  but 
must  be  left  to  the  couns,  conformably  to  the  constitu- 
tional separation  of  governmental  powers:  and  that  for 
the  purpose  of  determining  the  essential  character  of  the 
inquiry  recourse  may  be  had  to  the  resolution  or  order 
under  which  it  is  made.  The  coun  examined  the  reso- 
lution which  was  the  basis  of  the  panicular  inquiry,  and 
ascenained  [•••60]  therefrom  that  the  inquiry  related  to 
a  private  real -estate  pool  or  pannership  in  the  District  of 
Columbia.  Jay  Cooke  &  Co.  had  had  an  interest  in  the 
pool,  but  had  become  bankrupts,  and  their  estate  was  in 
course  of  administration  in  a  federal  bankruptcy  coun  in 
Pennsylvania.  The  United  Slates  was  one  of  their  cred- 
itors. The  trustee  in  the  bankruptcy  proceeding  had  ef- 
fected a  settlement  of  the  bankrupts'  interest  in  the  pool, 
and  of  course  his  action  was  subject  to  examination  and 
approval  or  disapproval  by  the  bankruptcy  coun.  Some 
of  the  creditors,  including  the  United  States,  were  dis- 
satisfied with  the  settlement.  In  these  circumstances, 
disclosed  in  the  preamble,  the  resolution  directed  the 
committee  "to  inquire  into  the  matter  and  history  of  said 
real-estate  pool  and  the  character  of  said  settlement,  with 
the  amount  of  property  involved  in  which  Jay  Cooke  & 
Co.  ['l?!)  were  interested,  and  the  amount  paid  or 
to  be  paid  in  said  settlement,  with  power  to  send  for 
persons  and  papers  and  repon  to  the  House."  The  Coun 
pointed  out  that  the  resolution  contained  no  suggestion 
of  contemplated  legislation:  thai  the  matter  was  one  m 
respect  to  which  no  valid  legislation  could  (•••61)  be 
had:  that  the  bankrupts'  estate  and  the  trustee's  settle- 
ment were  still  pending  in  the  bankruptcy  coun:  and  that 
the  United  States  and  other  creditors  were  free  to  press 
their  claims  in  that  proceeding.  .\nd  on  these  grounds 
the  Coun  held  that  in  undenaking  the  investigation  "the 
House  of  Representatives  not  only  exceeded  the  limit  of 
Its  own  authority,  but  assumed  power  which  could  only 
be  properly  exercised  by  another  branch  of  the  govern- 
ment, because  it  was  in  its  nature  clearly  judicial." 

The  case  has  been  cited  at  times,  and  is  cited  to  us 
now.  as  strongly  intimating,  if  not  holding,  that  neither 
house  of  Congress  has  power  to  make  inquines  and  exact 
evidence  m  aid  of  contemplated  legislation.  There  are 
expressions  in  the  opmion  which,  separately  considered, 
might  bear  such  an  interpretation,  but  that  this  was  not 
intended  is  shown  by  the  immediately  succeeding  state- 
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mem  (p.  189)  that  'This  latter  proposition  is  one  which 
we  do  not  propose  to  decide  m  the  present  case  because 
we  are  able  to  decide  the  case  without  passing  upon  the 
existence  or  non-existence  of  such  a  power  in  aid  of  the 
legislative  function.' 

Next  in  order  is  In  re  Cliapman.  166  U.S.  661.  The 
[•**62]  inquiry  there  in  question  was  conducted  under  a 
resolution  of  the  Senate  and  related  to  [**328]  charges, 
published  in  the  press,  that  senators  were  yielding  to  cor- 
rupt influences  in  considering  a  tanff  bill  then  before  the 
Senate  and  were  speculating  in  stocks  the  value  of  which 
would  be  affected  by  pending  amendments  to  the  bill. 
Chapman  appeared  before  the  committee  in  response  to 
a  subpoena,  but  refused  to  answer  questions  pertinent  to 
the  inquiry,  and  ['172]  was  indicted  and  convicted  un- 
der the  act  of  1857  for  his  refusal.  The  Coun  sustained 
the  constitutional  validity  of  the  act  of  1857.  and,  after 
refemng  to  the  constitutional  provision  empowenng  ei- 
ther house  to  punish  its  members  for  disorderly  behavior 
and  by  a  vote  of  two-thirds  to  expel  a  member,  held  that 
the  inquiry  related  lo  the  integrity  and  fidelity  of  sena- 
tors in  the  discharge  of  their  duties,  and  therefore  to  a 
maner  "within  the  range  of  the  constimtionaJ  powers  of 
the  Senate"  and  in  respect  of  which  it  could  compel  wit- 
nesses to  appear  and  testify.  In  overruling  an  objection 
that  the  inquiry  was  without  any  defined  or  admissible 
purpose,  in  that  the  preamble  and  resolution  made  no 
reference  to  any  contemplated  [***63]  expulsion,  cen- 
sure, or  other  action  by  the  Senate,  the  Coun  held  that 
they  adequately  disclosed  a  subject-matter  of  which  the 
Senate  had  jurisdiction,  that  it  was  not  essential  that  (he 
Senate  declare  in  advance  what  it  meditated  doing,  and 
that  the  assumption  could  not  be  indulged  that  the  Senate 
was  making  the  inquiry  without  a  legitimate  object. 

The  case  is  relied  on  here  as  fully  sustaining  the  power 
of  either  house  to  conduct  investigations  and  exact  tes- 
timony from  witnesses  for  legislative  purposes.  In  the 
course  of  the  opinion  (p.  671)  it  is  said  that  disclosures 
by  witnesses  may  be  compelled  constitutionally  "to  en- 
able the  respective  bodies  to  discharge  their  legitimate 
functions,  and  that  it  was  to  effect  this  that  the  act  of  1 857 
was  passed";  and  also  "We  grant  that  Congress  could 
not  divest  itself,  or  either  of  its  houses,  of  the  essen- 
tial and  inherent  power  to  punish  for  contempt,  in  cases 
to  which  the  power  of  either  house  properly  extended; 
but.  because  Congress,  by  the  act  of  1857,  sought  to  aid 
each  of  the  houses  in  the  discharge  of  its  constitutional 
functions,  it  does  not  follow  that  any  delegation  of  the 
power  in  each  to  punish  for  contempt  was  involved." 
The  [•••64]  terms  "legitimate  functions"  and  "consti- 
tutional functions"  ['HS]  are  broad  and  might  well  be 
regarded  as  including  the  legislative  function,  but  as  the 
case  in  hand  did  not  call  for  any  expression  respecting 


that  function,  it  hardly  can  be  said  that  these  terms  were 
purposely  used  as  including  it. 

The  latest  case  is  Marshall  v.  Gordon.  243  U.S. 
521.  The  question  there  was  whether  the  House  of 
Representatives  exceeded  its  power  in  punishing,  as  for 
a  contempt  of  its  authority,  a  person  -  not  a  member  -- 
who  had  wntten.  published  and  sent  to  the  chairman  of 
one  of  Its  committees  an  ill-tempered  and  imtating  let- 
ter respecting  the  action  and  purposes  of  the  committee. 
Power  to  make  inquiries  and  obtain  evidence  by  compul- 
sory process  was  not  involved.  The  Court  recognized 
distinctly  that  the  House  of  Representatives  has  implied 
power  to  punish  a  person  not  a  member  for  contempt, 
as  was  ruled  in  Anderson  v.  Dunn,  supra,  but  held  that 
Its  action  in  this  instance  was  without  constitutional  jus- 
i;l"ication.  The  decision  was  put  on  the  ground  that  the 
letter,  while  offensive  and  vexatious,  was  not  calculated 
or  likely  to  affect  the  House  in  any  of  its  proceedings 
[**'65]  or  in  the  exercise  of  any  of  its  functions  ~  in 
short,  that  the  act  which  was  punished  as  a  contempt 
was  not  of  such  a  character  as  to  bring  it  within  the  rule 
that  an  express  power  draws  after  it  others  which  are 
necessary  and  appropriate  to  give  effect  to  it. 

While  these  cases  are  not  decisive  of  the  question 
we  are  considering,  they  delmitely  settle  two  proposi- 
tions which  we  recognize  as  entirely  sound  and  having 
a  bearing  on  its  solution:  One,  that  the  two  houses  of 
Congress,  in  their  separate  relations,  possess  not  only 
such  powers  as  are  expressly  granted  to  them  by  the 
Constitution,  but  such  auxiliary  powers  as  are  necessary 
and  appropnate  to  make  the  express  powers  effective: 
and.  the  other,  that  neither  house  is  invested  with  "gen- 
eral" power  to  inquire  into  pnvate  affairs  and  compel 
disclosures.  [•174]  but  only  with  such  liituted  power 
of  inauiry  as  is  shown  to  exist  when  the  rule  of  con- 
stimtional  interpretation  just  stated  is  rightly  applied. 
The  latter  proposition  has  funher  suppon  in  Hamman 
V.  Interstate  Commerce  Commission.  211  U.S.  407. 
417-419.  and  Federal  Trade  Commission  v.  American 
Tobacco  Company.  264  U.S.  298.  305-306. 

With  this  [•••66]  review  of  the  legislative  practice, 
congressional  enactments  and  court  decisions,  we  pro- 
ceed :o  a  statement  of  our  conclusions  on  the  question. 

We  are  of  opinion  that  the  power  of  inquiry  -  with 
process  to  enforce  it  --  is  an  essential  and  appropn- 
ate auxiliary  to  ihe  legislative  function.  It  was  so  re- 
garded and  employed  in  American  legislatures  before 
the  Constitution  was  framed  and  ratified.  Both  houses 
of  Congress  took  ihis  view  of  it  early  in  their  history  ~ 
the  House  of  Representatives  with  the  approving  votes 
of  Mr  .Vtadison  and  other  members  whose  service  in  the 
convention  which  framed  the  Constitution  gives  special 
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significance  to  their  aciion  --  and  both  houses  have  em- 
ployed the  power  accordingly  up  to  the  present  time. 
The  acts  of  1798  and  1857,  judged  by  their  comprehen- 
sive terms,  were  intended  to  recognize  the  e.iistence  of 
this  power  m  both  houses  and  to  enable  them  to  em- 
ploy It  "more  effectually"  than  before.  So.  when  their 
practice  in  the  matter  is  appraised  [**329)  according  to 
the  circumstances  in  which  ii  was  begun  and  to  those  in 
which  ii  has  been  continued,  it  falls  nothing  shon  of  a 
practical  construction,  long  continued,  of  the  constitu- 
tional provisions  respecting  [••*671  their  powers,  and 
therefore  should  be  taken  as  fi.xing  the  meaning  of  those 
provisions,  if  otherwise  doubtful.  nl9 

nl9  Stuart  v.  iMird.  I  Cranch  299.  309:  Martin 
V.  Hunter's  Lessee.  1  Wheat.  304.  351:  Ames  v. 
Kansas.  Ill  U.S.  449.  469:  Knowlton  v.  Moore. 
178  U.S.  41.  56.  92:  Fairbankv.  United  States.  ISl 
U.S.  2S3.  306.  et  seq. 

[*175]  We  are  further  of  opinion  that  the  provisions 
are  not  of  doubtful  meaning,  but,  as  was  held  by  this 
Court  in  the  cases  we  have  reviewed,  are  intended  to  be 
effectively  exercised,  and  therefore  to  carry  with  them 
such  au.xiliary  powers  as  arc  necessary  and  appropriate 
to  thai  end.  While  the  power  to  e.xact  information  m 
aid  of  the  legislative  function  was  not  involved  in  those 
cases,  the  rule  of  interpretation  applied  there  is  applica- 
ble here.  .\  legislative  body  cannot  legislate  wisely  or 
effectively  in  the  absence  of  information  respecting  the 
conditions  which  the  legislation  is  intended  to  affect  or 
change;  and  where  the  legislative  [•**681  body  does 
not  itself  possess  the  requisite  information  -  which  not 
infrequently  is  true  -  recourse  must  be  had  to  others  who 
do  possess  It.  E.xpenence  his  taught  that  mere  requests 
for  such  information  often  are  unavailing,  and  also  thai 
information  which  is  volunteered  is  not  always  accurate 
or  complete;  so  some  means  of  compulsion  are  essential 
to  obtain  what  is  needed.  All  this  was  true  before  and 
when  the  Constitution  was  framed  and  adopted.  In  thai 
penod  the  power  of  inquiry  --  with  enforcmg  process  -- 
was  regarded  and  employed  as  a  necessary  and  appro- 
priate attribute  of  the  power  to  legislate  ■-  mdeed,  was 
treated  a:,  inhering  in  it.  Thus  there  is  ample  warrant 
for  thinking,  as  we  do.  that  the  constitutional  provisions 
which  commit  the  le'^isl.'.tive  funcuon  to  the  two  houses 
are  intended  to  include  this  attribute  to  the  end  thai  the 
function  may  be  effectively  exercised. 

The  contention  is  earnestly  made  on  behalf  of  the  wit- 
ness that  this  power  of  inquiry,  if  sustained,  may  be  abu- 
sively and  oppressively  exened.  If  this  be  so.  it  at  fords 
no  ground  for  denying  the  power  The  same  contention 


might  be  directed  against  the  power  to  legislate,  and  of 
course  would  be  unavailing.  [***69]  We  must  assume, 
for  present  purposes,  that  neither  house  will  be  disposed 
to  exen  the  power  beyond  us  proper  bounds,  or  without 
(*176]  due  regard  to  the  nghis  of  witnesses.  But  if. 
contrary  to  this  assumption,  controlling  limitations  or 
restrictions  are  disregarded,  the  decisions  in  Kilboum 
v.  Thompson  and  Marshall  v.  Gordon  point  to  admissi- 
ble measures  of  relief.  And  it  is  a  necessary  deduction 
from  the  decisions  in  Kilboum  v.  Thompson  and  In  re 
Chapman  that  a  witness  nghifully  may  refuse  to  answer 
where  the  bounds  of  the  power  are  exceeded  or  the  ques- 
tions are  not  peninent  to  the  matter  under  inquiry. 

We  come  now  to  the  question  whether  it  sufficiently 
appears  that  the  purpose  for  which  the  witness's  testi- 
mony was  sought  was  to  obtain  information  in  aid  of 
the  legislative  function.  The  coun  below  answered  the 
question  in  the  negative  and  put  its  decision  largely  on 
this  ground,  as  is  shown  by  the  following  e.xcerpts  from 
its  opinion  (299  Fed.  63S.  639.  640): 

"It  will  be  noted  that  in  the  second  resolution  the 
Senate  has  expressly  avowed  that  the  investigation  is 
in  aid  of  other  action  than  legislation.  Its  purpose  is 
to  obtain  information  (•••70]  necessary  as  a  basis  for 
such  legislative  and  other  action  as  the  Senate  nuy  deem 
necessary  and  proper.'  This  indicates  that  the  Senate  is 
contemplating  the  taking  of  action  other  than  legislative, 
as  the  outcome  of  the  investigation,  ai  least  the  possi- 
bility of  so  doing.  The  extreme  personal  cast  of  the 
original  resolutions;  the  spint  of  hostility  towards  the 
then  .Attorney  General  which  they  breathe:  that  it  was 
not  avowed  that  legislative  action  was  had  in  view  until 
after  the  action  of  the  Senate  had  been  challenged;  and 
that  the  avowal  then  was  coupled  with  an  avowal  chat 
other  action  was  had  in  view  --  are  calculated  to  create 
the  impression  that  the  idea  of  legislative  action  being 
in  contemplation  was  an  aftenhought. 

"That  the  Senate  has  in  contemplation  the  possibiliry 
of  taking  action  other  than  legislation  as  an  outcome  of 
the  investigation,  as  thus  expressly  avowed,  would  seem 
[*  177]  of  Itself  to  invalidate  the  entire  proceeding.  But, 
whether  so  or  not,  the  Senates  action  is  invalid  and  ab- 
solutely void.  \n  ;hai,  in  ordering  and  conducting  the 
investigation,  it  is  exercising  the  judicial  function,  and 
power  to  e.xercise  that  function,  in  such  a  case  as  we  have 
here,  [•""71)  has  not  been  conferred  upon  it  expressly 
or  by  fair  implication.  What  it  is  proposing  to  do  is  to 
determine  the  guilt  of  the  .Attorney  General  of  the  shon- 
comings  and  wrongdoings  set  fonh  in  the  resolutions. 
It  IS  to  hear.  ad|udce.  and  condemn.'  In  so  doing  it  is 
exercising  the  judicial  function. 

"What  the  Senate  is  engaged  in  doing  is  not  investi- 
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gating  the  Attorney  General's  office:  it  is  investigating 
the  former  Attorney  General.  What  it  has  done  is  lo  put 
him  on  tnal  before  it.  In  so  doing  it  is  e.^ercising  the 
judicial  function.  This  it  has  no  power  to  do." 

We  are  of  opinion  that  the  coun's  ruling  on  this  ques- 
tion was  wrong,  and  that  it  sufficiently  appears,  when 
the  proceedings  are  nghtiy  interpreted,  that  the  object  of 
the  investigation  and  of  the  effort  to  secure  the  witness's 
testimony  was  to  obtain  inlormaiion  for  legislative  pur- 
poses. 

It  is  quite  true  that  the  resolution  directing  the  in- 
vestigation does  not  in  terms  avow  that  it  is  intended 
to  be  in  aid  of  legislation;  but  it  does  show  ihat  the 
subject  to  be  investigated  was  the  administration  of  the 
Department  of  Justice  --  whether  us  functions  were  being 
properly  discharged  or  were  being  neglected  or  misdi- 
rected, [•••72]  and  particularly  [••330]  whether  the 
Attorney  General  and  his  assistants  were  performing  or 
neglecting  their  duties  in  respect  of  the  institution  and 
prosecution  of  proceedings  to  punish  crimes  and  enforce 
appropnate  remedies  against  the  wrongdoers  -  specific 
instances  of  alleged  neglect  being  recited.  Plainly  the 
subject  was  one  on  which  legislation  could  be  had  and 
would  be  maienally  aided  by  the  information  which  the 
investigation  was  calculated  to  elicit.  [•HS]  This  be- 
comes manifest  when  it  is  retlected  that  the  functions  of 
the  Depanment  of  Justice,  the  powers  and  duties  of  the 
Attorney  General  and  the  duties  of  his  assistants,  are  all 
subject  to  regulation  by  congressional  legislation,  and 
that  the  depanment  is  maintained  and  its  activities  are 
earned  on  under  such  appropriations  as  in  the  judgment 
of  Congress  are  needed  from  year  to  year. 

The  only  legitimate  object  the  Senate  could  have  in  or- 
dermg  the  investigation  was  to  aid  it  in  legislating;  and 
we  think  the  subject-matter  was  such  that  the  presump- 
tion should  be  indulged  that  this  was  the  real  object. 
An  express  avowal  of  the  object  would  have  been  bet- 
ter; but  in  view  of  the  panicular  subject-matter  was  not 
indispensable.  [•**73]  In  the  Chapman  case,  where 
the  resolution  contained  no  avowal,  this  Coun  pointed 
out  that  it  plainly  related  to  a  subject-matter  of  which 
the  Senate  had  jurisdiction,  and  said  "We  cannot  assume 
on  this  record  that  the  action  of  the  Senate  w,is  with- 
out a  legitimate  object":  and  also  that  'it  was  certainly 
not  necessary  that  the  resolutions  should  declare  in  ad- 
vance what  the  Senate  meditated  doing  when  the  inves- 
tigation was  concluded."  (166  U.S.  669-670.)  In  People 
V.  Keeter  99  S.  Y.  463.  where  the  Coun  of  \ppeals 
of  New  York  sustained  an  investigation  oraercu  by  the 
Senate  of  that  state  where  the  resolution  contained  no 
avowal,  but  disclosed  that  it  definitely  related  to  the  ad- 
ministration of  a  public  office  the  duties  of  which  were 


subject  to  legislative  regulation,  the  court  said  (pp.  485, 
487):  "Where  public  institutions  under  the  control  of  the 
State  are  ordered  to  be  investigated  it  is  generallv  with 
the  view  of  some  legislative  action  respecting  them,  and 
the  same  may  be  said  in  respect  of  public  officers."  And 
again:  "We  are  bound  to  presume  that  the  action  of  the 
legislative  body  was  with  a  legitimate  object  if  it  is  ca- 
pable of  being  so  construed,  and  we  have  [•••74]  no 
right  to  assume  that  the  contrary  was  intended." 

[•179]  While  we  rest  our  conclusion  respecting  the 
object  of  the  investigation  on  the  grounds  just  stated,  it 
is  well  to  observe  that  this  view  of  what  was  intended  is 
not  new.  but  was  shown  in  the  debate  on  the  resolution. 
n20 

n20  Senator  George  said:  "It  is  not  a  tnal  now 
that  IS  proposed,  and  there  has  been  no  trial  proposed 
save  the  civil  and  cnminal  actions  to  be  instituted  and 
prosecuted  by  counsel  employed  under  the  resolution 
giving  to  the  President  the  power  to  employ  counsel. 
We  are  not  to  try  the  Attorney  General.  He  is  not 
to  go  upon  tnal.  Shall  we  say  the  legislative  branch 
of  the  Government  shall  stickle  and  halt  and  hesitate 
because  a  man  s  public  reputation,  his  public  char- 
acter, may  suffer  because  of  that  legislative  action? 
Has  not  the  Senate  power  to  appoint  a  committee  to 
investigate  any  depanment  of  the  Government,  any 
depanment  supponed  by  the  Senate  in  pan  by  ap- 
propriations made  by  the  Congress?  If  the  Senate 
has  the  right  to  investigate  the  depanment,  is  the 
Senate  to  hesitate,  is  the  Senate  to  refuse  to  do  its 
Qurv  merely  because  the  public  character  or  the  pub- 
lic reputation  of  some  one  who  is  investigated  may 
be  thereby  smirched,  to  use  the  term  that  has  been 
used  so  often  in  the  debate?  ...  It  is  sufficient 
for  me  to  know  that  there  are  grounds  upon  which 
I  may  justly  base  my  vote  for  the  resolution;  and 
1  am  willing  to  leave  it  to  the  agent  created  by  the 
'  Senate  to  proceed  with  the  investigation  fearlessly 
upon  principle,  not  for  the  purpose  of  trying  but  for 
the  purpose  of  ascenaining  facts  which  the  Senate  is 
entitled  to  have  within  its  possession  in  order  that  it 
may  properly  function  as  a  legislative  body,  '  Cong. 
Rec.  68th  Cong.,  1st  Sess.,  pp.  3397,  3398. 

[•••75] 

Of  course,  our  concern  is  wiih  the  substance  of  the 
resolution  and  not  wiih  any  nice  questions  of  propri- 
ety respecting  its  direct  reference  to  the  then  Attorney 
General  by  name.  The  resolution,  like  the  charges  which 
prompted  its  adoption,  related  to  the  activities  of  the  de- 
partment while  he  was  its  supervising  otTicer;  and  the 
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reference  to  him  by  name  served  to  designate  the  period 
to  which  the  investigaiion  was  directed. 

We  think  the  resolution  and  proceedings  give  no  war- 
rant for  thinking  the  Senate  was  attempting  or  intend- 
ing to  try  the  Attorney  General  at  its  bar  or  before  its 
committee  for  any  crime  or  wrongdoing.  Nor  do  we 
think  ['ISO]  it  a  valid  objection  to  the  investigation 
that  it  might  possibly  disclose  crime  or  wrongdoing  on 
his  pan. 

The  second  resolution  -  the  one  directing  that  the  wit- 
ness be  attached  -  declares  that  his  testimony  is  sought 
with  the  purpose  of  obtaining  "information  necessary  as 
a  basis  for  such  legislative  and  other  action  as  the  Senate 
may  deem  necessary  and  proper. "  This  avowal  of  con- 
templated legislation  is  in  accord  with  what  we  think  is 
the  nght  interpretation  of  the  earlier  resolution  direct- 
ing the  investigation.  The  suggested  possibility  [•**76] 
of  "other  action"  if  deemed  "necessary  or  proper'  is  of 
course  open  to  criticism  in  that  there  is  no  other  action 
in  the  matter  which  would  be  within  the  power  of  the 
Senate.  But  we  do  not  assent  to  the  view  that  this  in- 
detlniie  and  untenable  suggestion  invalidates  the  entire 
proceeding.  The  nght  view  in  our  opinion  is  that  it  takes 
nothing  from  the  lawful  object  avowed  in  the  same  res- 
olution and  rightly  inferable  from  the  earlier  one.  It  is 
not  as  if  an  inadmissible  or  unlawful  object  were  affir- 
matively and  definitely  avowed. 

We  conclude  that  the  investigation  was  ordered  for  a 
legitimate  object:  that  the  witness  wrongfully  refused  to 
appear  and  testify  before  the  committee  and  was  lawfully 
attached:  [**3311  that  the  Senate  is  entitled  to  have  him 
give  testimony  penincnt  to  the  inquiry,  either  at  us  bar 
or  before  the  committee:  and  (hat  the  district  court  erred 
in  discharging  him  from  custody  under  the  attachment. 

Another  question  has  arisen  which  should  be  noticed. 
It  is  whether  the  case  has  become  moot.  The  investiga- 
tion was  ordered  and  the  committee  appointed  during  the 
Sixty -eighth  Congress.  That  Congress  expired  March  4, 
1925.  The  resolution  ordering  the  investigation  [•••77] 
in  terms  limited  the  committee  s  authority  to  the  period 
of  the  Sixty-eighth  Congress:  but  this  apparently  was 
changed  by  a  later  and  amendatory  resolution  authoriz- 
ing the  committee  to  sit  at  such  limes  and  places  as  it 
might['18ll  deem  advisable  or  necessary.  n21  It  is  said 
in  Jefferson's  Manual:  n22  "Neither  House  can  continue 
any  portion  of  itself  in  any  parliamentary  function  be- 
yond the  end  of  the  session  without  the  consent  of  the 
other  two  branches.  When  done,  it  is  by  a  bill  constitut- 
ing them  commissioners  tor  the  panicular  purpose  "  But 
the  context  shows  that  the  reference  is  to  the  two  houses 
of  Parliament  when  adjourned  by  prorogation  or  disso- 
lution by  the  King.  Tlie  rule  may  be  the  same  with  the 


House  of  Representatives  whose  members  are  all  elected 
for  the  period  of  a  single  Congress:  but  it  cannot  well 
be  the  same  with  the  Senate,  which  is  a  continuing  body 
whose  members  are  elected  for  a  term  of  six  years  and 
so  divided  into  classes  that  the  seats  of  one-third  only 
become  vacant  at  the  end  of  each  Congress,  two-thirds 
always  continuing  into  the  next  Congress,  save  as  va- 
cancies may  occur  through  death  or  resignation. 

n21  Cong.  Rec.  68th  Cong..  1st  Sess..  p.  4126. 
[•••781 

n22  Senate  Rules  and  Manual.  1925.  p.  303. 

Mr  Hinds  in  his  collection  of  precedents  says:  'The 
Senate,  as  a  continuing  body,  may  continue  its  com- 
mittees through  the  recess  following  the  expiration  of 
a  Congress":  n23  and.  after  quoting  the  above  state- 
ment from  Jefferson's  .Vlanual.  he  says:  "The  Senate, 
however,  being  a  continuing  body,  gives  authonry  to 
Its  committees  dunng  the  recess  after  the  expiration  of 
a  Congress."  n24  So  far  as  we  are  advised  the  select 
committee  having  this  investigation  in  charge  has  nei- 
ther made  a  final  report  nor  been  discharged:  nor  has  il 
been  continued  by  an  affirmative  order  Apparently  its 
activities  have  been  suspended  pending  the  decision  of 
this  case.  But.  be  this  as  it  may.  it  is  cenain  that  the 
committee  may  be  continued  or  revived  now  by  motion 
to  that  effect,  and.  if  continued  or  revived,  will  have  all 
Its  onginal  powers.  n25  [•182]  This  being  so.  and  the 
Senate  being  a  continuing  body,  the  case  cannot  be  said 
to  have  become  moot  in  the  ordinary  sense.  The  sinia- 
tion  IS  measurably  like  that  m  Southern  Pacific  Terminal 
Co.  v.  Inierstaie  Commerce  l"'79l  Commission.  219 
U.S.  49S.  514-516.  where  it  was  held  that  a  suit  to  enjoin 
the  enforcement  of  an  order  of  the  Interstate  Commerce 
Commission  did  not  become  moot  through  the  expira- 
tion of  the  order  where  it  was  capable  of  reoetition  by 
the  commission  and  was  a  matter  of  public  interest.  Our 
judgment  may  yet  be  carried  into  effect  and  the  investiga- 
tion proceeded  with  from  ihe  point  at  which  it  apparently 
was  interrupted  by  reason  of  the  habeas  corpus  proceed- 
ings. In  these  circumstances  we  think  a  judgment  should 
be  rendered  as  was  done  in  the  case  cited. 

n23  Vol.  4.  sec.  4544. 
n24  Vol.  4.  sec.  4545. 

n25  Hinds   Precedents.  Vol.  4.  sees.  4396.  4400. 

4404.  4405. 

What  has  been  said  requires  that  the  final  order  in  the 
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district  court  discharging  the  witness  from  custody  be  MR.  JUSTICE  STONE  did  not  participate  in  the  con- 

reversed,  sideraiion  or  decision  of  the  case. 

Final  order  reversed. 
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*♦*  OJRRENT  THROUGH  104-141,  5/6/96,  ♦♦* 
**♦  EXCEPT  FOR  PLs  127,  132,  134,  140  ♦•• 

TITLE  18.   CRIMES  PdJD    CRIMINAL  PROCEDURE 
PART  I .   CRIMES 
CHAPTER  73.   OBSTRUCTION  OF  JUSTICE 

18  uses  §  1510  (1996) 

§  1510.   Obstruction  of  criminal  investigations 

(a)  Whoever  willfully  endeavors  by  means  of  bribery  to  obstruct,  delay,  or 
prevent  the  communication  of  information  relating  to  a  violation  of  any  criminal 
statute  of  the  United  States  by  any  person  to  a  criminal  investigator  shall  be 
fined  under  this  title,  or  imprisoned  not  more  than  five  years,  or  both. 

(b) (1)  Whoever,  being  an  officer  of  a  financial  institution,  with  the  intent 
to  obstruct  a  judicial  proceeding,  directly  or  indirectly  notifies  any  other 
person  about  the  existence  or  contents  of  a  subpoena  for  records  of  that 
financial  institution,  or  information  that  has  been  furnished  to  the  grand  jury 
in  response  to  that  subpoena,  shall  be  fined  under  this  title  or  imprisoned  not 
more  than  5  years,  or  both. 

(2)  Whoever,  being  an  officer  of  a  financial  institution,  directly  or 
indirectly  notifies- - 

(A)  a  customer  of  that  financial  institution  whose  records  are  sought  by  a 
grand  jury  subpoena;  or 

(B)  any  other  person  named  m  that  subpoena; 

about  the  existence  or  contents  of  that  subpoena  or  information  that  has  been 
furnished  to  the  grand  3ury  in  response  to  that  subpoe.".a,  shall  be  fined  under 
this  title  or  imprisoned  not  more  than  one  year,  or  both. 

(3)  As  used  in  this  subsection-- 

(A)  the  term  "an  officer  of  a  financial  institution"  means  an  officer, 
director,  partner,  employee,  agent,  or  attorney  of  or  for  a  financial 

institution;  and 

(B)  the  term  "subpoena  for  records"  means  a  Federal  grand  jury  subpoena  for 
customer  records  that  has  been  served  relating  to  a  violation  of,  or  a 
conspiracy  to  violate- - 

(i)  section  215.  656,  657,  1005,  1006,  1C07,  ICl-i.  1344,  1956,  1957,  or 
chapter  53  of  title  31  [31    USCS    §5  5301  et  seq.l;  or 

(ii)  section  1341  or  1343  affecting  a  financial  institution. 
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(c)  As  used  in  this  section,  the  term  "criminal  investigator"  means  any 
individual  duly  authorized  by  a  department,  agency,  or  armed  force  of  the 
§United  States  to  conduct  or  engage  xn   investigations  of  or  prosecutions  for 
violations  of  the  criminal  laws  of  the  United  States. 

(d) (1)  Whoever-- 

(A)  acting  as,  or  being,  an  officer,  director,  agent  or  employee  of  a  person 
engaged  in  the  business  of  insurance  whose  activities  affect  interstate 
commerce,  or 

(B)  is  engaged  in  the  business  of  insurance  whose  activities  affect 
interstate  commerce  or  is  involved  (other  than  as  an  insured  or  beneficiary 
under  a  policy  of  insurance)  in  a  transaction  relating  to  the  conduct  of  affairs 
of  such  a  business, 

with  intent  to  obstruct  a  judicial  proceeding,  directly  or  indirectly 
notifies  any  other  person  about  the  existence  or  contents  of  a  subpoena  for 
records  of  that  person  engaged  in  such  business  or  information  that  has  been 
furnished  to  a  Federal  grand  jury  in  response  to  that  subpoena,  shall  be  fined 
as  provided  by  this  title  or  imprisoned  not  more  than  5  years,  or  both. 

(2)  As  used  in  paragraph  (1) ,  the  term  "subpoena  for  records"  means  a  Federal 
grand  ]ury  subpoena  for  records  that  has  been  served  relating  to  a  violation  of, 
or  a  conspiracy  to  violate,  section  1033  of  this  title. 

HISTORY:  (Added  Nov.  3,  1967,  P.L.  90-123,  §  1(a),  81  Stat.  362;  Oct.   12,  1982, 
P.L.  97-291,  5  4(e),  96  Stat.  1253;  .!\ug .  9,  1989,  P.L.   101-73,  Title  IX, 
Subtitle  F,  §  962(C),  103  Stat.  502;  Oct.  28,  1992,  P.L.   102-550,  Title  XV, 
Subtitle  C,  §  1528,  106  Stat.  4065.) 

(As  amended  Sept.  13,  1994,  P.L.  103-322,  Title  XXXII,  Subtitle  F,  § 
320604(c),  Title  XXXIII,  §  330016 ( 1 )  (K)  ,  108  Stat.  2119,  2147.) 

HISTORY;  ANCILLARY  LAWS  AND  DIRECTIVES 

AME:-roMENTS  : 

1982.  Act  Oct.  12,  1982  (effective  upon  enactment  on  10/12/82,  as  provided  by 
§  9(a)  of  such  Act,  which  appears  as  13    USCS    §  1512   note),  in  subsec .  (a), 
deleted  ",  misrepresentation,  intimidation,  or  force  or  threats  thereof" 
following  "bribery",  and  substituted  "shall  be  fined"  for  ";  or  Whoever  injures 
any  person  in  his  person  or  property  on  account  of  the  giving  by  such  person  or 
by  any  other  person  of  any  such  information  to  any  criminal  investigator- - 

Shall  be  fined" . 

1989.  Act  Aug.  9,  1989  redesignated  former  subsec.  (b)  as  subsec.   (c) ;  and 
added  new  subsec.  (b) . 

1992.  .^ct  Oct.  28,  1992  (effective  and  applicable  on  enactment,  as  provided 
by  §  2  of  such  Act,  which  appears  as  42   USCS   §  5301  note),  in  subsec.  (b) (3),  in 
subpara.  (B)  (i),  substituted  "1344,  1956,  1957,  or  chapter  53  of  title  31"  for 
"or  1344"  . 

1994.  Act  Sept.  13,  1994,  m  subsec.  (a),  substituted  "under  this  title"  for 
"not  more  than  S  5,000";  and  added  subsec.  (d) . 

NOTES : 
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CROSS  REFERENCES 

Wire  or  oral  communications,  authorization  for  interception, 18  USCS    §  2516. 

Sentencing  guidelines,  Statutory  Index,  Sentencing  Guidelines  for  U.   S. 
SCourts,  18  USCS  Appendix. 

This  section  is  referred  to  in  18    USCS    §§  1961,    2516,  3142;  29    USCS    §  1111. 

RESEARCH  GUIDE 

AM  JUR: 

58  Am  Jur  2d,  Obstructing  Justice  §§  29,  34-39. 

RIA  COORDINATORS: 

3  Benefits  Coord,  ERISA  Administration,  Compliance,  and  Termination 
para. 38. 139. 

4  Pension  Coord,  Plan  Administration  para. 53, 141. 

ANNOTATIONS : 

Construction  and  application  of  13   USCS   §  1510  punishing  obstruction  of 
criminal  investigations.  18  ALR   Fed  875. 

LAW  REVIEW  ARTICLES : 

Criminal  law- -interpretation  of  "misrepresentation"  as  found  in  the  federal 
obstruction  of  criminal  investigation  statute.  14  Wake   Forest  L  Rev  117,    Feb, 
1978. 

INTERPRETIVE  NOTES  AND  DECISIONS 

I.  IN  GENERAL 

1.  Constitutionality 

2 .  Purpose 

3.  Construction,  generally 

4.  Relationship  with  other  federal  laws 

5.  Attempts 

II.  ELEMENTS  OF  CRIME 

6 .  Generally 

7 .  Endeavor 

8.  Federal  criminal  investigations 

9.  Intent  or  knowledge 

10.  victim  as  informant  or  potential  informant 

11.  Success  of  endeavor 

III.  DEFENSES 

12.  Double  jeopardy 

13.  Miscellaneous 

IV.  PROSECUTION  AND  PUNISHMENT 

14.  Jurisdiction  and  venue 

15.  Indictment 

16.  Bill  of  particulars 

17.  Statements  of  prosecutor 
19  .  Burden  of  proof 

19.  Evidence;  admissibility 
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20.  -Sufficiency 

21.  InsCructions 

22 .  Verdict 

23 .  Sentence 

24 .  Collateral  disciplinary  proceedings 
5 

I  .  IN  GENERAL 

1.  Constitutionality 

Language  of  13   USCS   §  1510  proscribes  in  constitutionally  sufficient  terms, 
obstruction  of  investigation  into  criminal  matter  by  certain  designated  unlawful 
means  and  is  not  overly  broad  m  failing  to  require  that  actual  investigation 
already  has  commenced;  statute  is  thus  not  unconstitutional  on  its  face.  United 
States    V   Lippman     (1974,     CA6   Mich)     492    F2d    314,    cert  den  (1975)  419    US    1107,     42    L 
Ed   2d    803,     95    S    Ct    779. 

2 .  Purpose 

13  uses  §  1510  transforms  what  had  been  common  law  misdemeanor  into  felony. 
United  States  v  Watson  (1976)  423  US  411,  46  L  Ed  2d  598,  96  S  Ct  820,  reh  den 
(1976)  424    US    979,     47    L    Ed   2d    750.     96    S    Ct    1488. 

18   USCS   §  1510   was  designed  to  deter  the  coercion  of  potential  witnesses  by 
sub3ects  of  federal  criminal  investigation,  and  is  not  intenaed  to  deal  with 
communications  between  alleged  accomplices.  United   States   v   Cameron    (1972,    CAS 
Text    460    F2d   1394. 

18    USCS    §  1510  was  enacted  for  purpose  of  extending  protection  afforded 
witnesses,  jurors  and  others  in  ]udicial,  administrative  and  congressicnal 
proceedings  to  potential  informants  or  witnesses  and  to  those  who  communicate 
information  to  investigators  prior  to  case  reaching  court.  United   States   v 
Williams     (1973,     CAS   Mo)     470    F2d    1339,    cert  den  (1973)  411    US    936,     36   L   Ed  2d 
396,     93    S    Ct    1912. 

13   USCS    §  1510   was  designed  to  deter  coercion  of  potential  witnesses  by 
subject  of  federal  criminal  investigations  prior  to  initiation  of  judicial 
proceedings  and  it  was  intended  to  close  loophole  m  former  laws  which  protected 
witnesses  only  during  pendency  of  proceeding.  Unized  States   v  San  Martin    (1975, 
CAS    Fla)     515    F2d    317. 

Primary  object  of  18   USCS   5  1510   is  to  protect  transmission  of  words  of 
prospective  informant  or  witness,  and  there  is  no  ground  m  legislative  history 
of  statute  for  limiting  its  scope  merely  to  safeguarding  informants  and 
witnesses  against  intimidation  or  injury  interfering  with  furnishing  of 
information  to  federal  investigator.   United  States  v  Fraley  (1976,  CA4   Md)    538 
F2d    626. 

Prior  to  enactment  of  18    USCS    §  1510  it  was  not  a  crime  to  obstruct  a 
criminal  investigation  or  inquiry  before  the  initiation  of  proceedings  within 
the  scope  of  5  1503  or  1505;  §  1510  was  intended  to  reinforce  and  expand 
existing  statutory  structure  by  applying  criminal  sanctions  to  interference  with 
criminal  investigative  process.  United   States    v  Mitchell     (1973.    SD  IJY)    372    F 
Supp    1239.     app  dismd   1973,  CA2  NY)  485    F2d    1290. 

18    USCS    5  1510  was  enacted  Co  protect  witness  against  intimidation  or 
coercion  by  third  party  who  is  attempting  to  prevent  witness  from  supplying 
information  to  federal  investigation.  United  States   v  KuhJDard    (1979.    DC  Dist 
Col/     474    F   Supp    64.     4    Fed  Rules  Evid  Serv  1076. 

3.  Construction,  generally 

Since  18  'JSCS  5  151C  is  criminal  statute,  it  is  to  be  strictly  construed. 
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United  States  v  San  Marcin    (1975,    CAS   Fla)    515   F2d   317. 

Inasmuch  as  there  is  no  ambiguity  m  18   USCS   §  1510,    there  is  nothing  Co 
construe  and  no  need  to  refer  to  legislative  history  in  interpretation  thereof. 
United  States  v   Koehler    (1977,    CA5    Tex)    544    F2d    1326. 

4.  Relationship  with  other  federal  laws 

§    Legislative  history  of  18   USCS    §  1512   does  not  suggest  that  Congress 
intended 

that  section  to  reach  modes  of  conduct  other  than  those  there  enumerated; 
accordingly,  not  all  conduct  which  would  have  violated  deleted  portions  of 
former  §  1510  are  covered  by  new  §  1512.  Uniced  Scaces   v  King    (1985,    CA2  NY) 
762    F2d   232,    cert  den  (1986)  475  VS    1018,     89   L    Ed   2d   316,     106    S   Ct    1203. 
18   USCS   §§  1503,    1505,  1510  by  their  explicit  terms  are  applicable  to 
different  governmental  activities  as  well  as  separate  chronological  periods. 
United  States  v  Mitchell     (1973,    SD   tiY)    372    F  Supp    1239,    app  dismd  (1973,  CA2  NY) 
485    F2d    1290. 

5 .  Attempts 

Attempts  to  keep  another  from  talking  to  government  investigators  about 
involvement  of  his  client  were  within  purview  of  18   USCS   5  I5I0.  United  Scaces   v 
Lippman    (1974,    CA6  Mich)    492   F2d   314,    cert  den  (1975)  419   US   1107,    42   L   Ed  2d 
803,     95    S    CC    779. 

II.  ELEMENTS  OF  CRIME 

5 .  Generally 

Elements  of  18   USCS   §  1510  cffense  are  (1)  wilful  endeavor  by  means  of 
certain  actions  to  prevent  communication  of  information  relative  to  violation  of 
any  criminal  statute  of  United  States  and  (2)  criminal  investigator  must  be 
individual  authorized  by  department  or  agency  of  United  States  to  conduct  or 
engage  in  investigations  of  all  prosecutions  for  violation  of  criminal  law  of 
United  States.  Uniced   Scaces    v   Williams    (1973,    CA8   Ho)    470    F2d   1339,    cert  den 
(1973)  411    US    936,     36    L    Zd   2d    396.     93    S    CC    1912. 

1 .    Endeavor 

Term  "endeavor"  in  13   USCS   5  I5I0  requires  less  evidence  or  proof  than  term 
"attempt"  found  in  13   USCS   §  1512.    Uniced  Scaces  v  Leisure    (1988,    CA8  Mo)    844 
F2d  1347,    25   Fed  Rules  Evid  Serv  487.  reh  den,  -in  banc   1988,  CAB)  1988   US  App 
LEXIS   9370   and  cert  den  (1988)  488    US   932,    102    L   Ed   2d   342,    109   S   Cc    324    and 
cert  den  (1988)  488    US    960,    102   L   Ed  2d   392,    109   S   CC    403. 

8.  Federal  criminal  investigations 

Element  of  offense  charged  pursuant  to  13   USCS   5  1510   is  actual,  existing 
federal  investigation  of  possible  violation  of  federal  criminal  statute.  Uniced 
States  V  Carzoli    (1971,    CA7   ill)    J47  F2d   774,  IS   .ALS  Fed  864,    cert  den  (1972) 
404  US    1015,     30    L    Ed   2d    662,     92    3   Ct    S73 . 

Government  may  seek  criminal  sanction  against  these  who  illegally  impede  due 
administration  of  nation's  tax  laws.   United  Stares  v  Kyi  ten  il933,    CAS    Tex)     710 
F2d    1106,     33-2    USTC  para.  9506,     52    AFTF.    2d    33-571?. 

13    USCS   5  1510   is  not  violated  where  there  was  r.o  federal  investigation 
either  being  conducted  or  contemplated,  where  there  was  .^o  particular  federal 
criminal  investigator  about  to  receive  information,  where  payment  was  solicited 
by  informant,  and  where  defendant's  sole  knowledge  of  possibility  of 
communication  of  information  to  federal  authorities  was  derived  frcm  threat  by 
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customer  that  if  he  did  not  get  credit  on  goods  purchased  he  would  to  SEC. 
United   States    v  Siegel     (1983,    CA2   NY)    717  F2d   9,    14    Fed  Rules  Evid  Serv  70. 

Employees  of  SEC  may  constitute  federal  criminal  investigators  because 
pursuant  to  25  USCS   §  77a  they  are  empowered  to  investigate  possible  infractions 
as  to  both  civil  and  criminal  enforcement.   United  States   v  Abrams    (1982,    SD  NY) 
543    F  Supp    1184. 

9.  Intent  or  knowledge 

§    Under  18  USCS  §  1510  actual  knowledge  by  defendants  that  informant-victim 

had 

or  was  about  to  transmit  information  to  federal  investigators  prejudicial  to 

defendants  is  not  required  m  order  to  satisfy  element  of  scienter,  but 

defendants'  reasonably  founded  belief  in  this  regard  is  sufficient.   United 

States    V   Kozak    (1971,    CA3    Pa)     438    F2d    1062,     cert  den  (1971)  402    US    996,     29    L   Ed 

2d    162,     91    S    Ct    2130. 

There  must  be  actual  knowledge  that  recipient  or  intended  recipient  of 
information  be  criminal  investigator  for  there  to  be  18    USCS    §  I5I0  offense;  in 
absence  of  such  knowledge  conviction  cannot  stand.  United  States   v  Williams 
(1973,     CA8   Mo)     470    F2d    1339,    cert  den  (1973)  411    US    936,     36    L    Ed   2d   396,     93    S    Ct 
1912. 

18    USCS    §  1510   does  not  require  that  investigation  be  taking  place  but  does 
require  that  defendant  have  actual  knowledge  that  intended  recipient  of 
information  be  federal  criminal  investigator;  defendant  would  be  guilty  of  18 
USCS   §  1510   crime  if  he  provided  funds  to  party  in  investigation  with  specific 
intent  to  buy  his  silence,  but  not  if  he  provided  funds  as  result  of  threats. 
United   States   v  Lippman    (1974,    CA6   Mich)    492    F2d   314,    cert  den  (1975)  419    US 
1107,     42    L    Ed    2d    303,     95    S    Ct    779. 

Violations  of  18   USCS   §5  1503   and  1510  both  require  proof  of  specific  intent 
to  obstruct  justice.  United  States   v  Carleo    (1973,    CAIO   Colo)    576  F2d   346,    cert 
den  (1978)  439    US    850,     53    L   Ed   2d    152,     99    S    Ct    153. 

Government  need  not  prove  that  attorney  involved  in  cover  up  of  bribery  of 
state  judge  was  aware  of  violation  of  federal  criminal  law  in  order  to  convict 
attorney  of  obstructing  criminal  investigation.   United  States   v  Qaoud    (1985, 
CA6   Mich)     777  F2d    1105,    cert  den  (1986)  475  US    1098,     39    L    Ed   2d    899,     106    S    Ct 
1499. 

Failure  to  advise  on  requirement  that  accused  willfully  committed  offense 
proscribed  by  13    USCS    5  1510  constituted  prejudicial  error  requiring  rehearing. 
United  Scares  v   Canter    (1969)    42    CMR    753. 

10.  Victim  as  informant  or  potential  informant 

There  was  sufficient  evidence  to  convict  under  13  USCS    5  1510  where  it  was 
shown  that  investigation  of  violations  under  federal  criminal  statute  was  in 
progress,  that  defendants  and  informer  had  engaged  m  activities  under 
investigation,  that  they  had  testified  before  grand  jury  charged  with 
investigation,  that  informer  had  been  subpoenaed  to  testify  on  day  following 
assault  upon  .him  by  defendants,  that  informer  told  mutual  friend  of  his  and 
defendants  that  he  had  testified,  that  one  of  defendants  had  said,  "You  turned 
me  m,"  immediately  before  the  assault,  and  t.hat  defendants  had  asked  informant 
to  drop  charges.   United  States  v   Koza)<    (1971.    CA3    Pal    433    F2d    1062,    cert  den 
(1971)  402    US    996,     29    L    Ed    2d    162,     91    S    Ct    2130. 

Element  of  offense  charged  pursuant  to  13    USCS    5  1510    is  actual,  existing 
federal  investigation  of  possible  violation  of  federal  criminal  statute.  It  was 
also  necessary  for  government  to  show  circumstances  under  which  communication  of 
information  was  sought  to  be  obstructed.  United   States    v   Carzoli     (1971,    CA7 
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111)    447    F2d    774,     18   ALR    Fed    864,    cerc  den  (1972)  404  US    1015,     30    L   Ed   2d    662, 
92    S    CC    673. 

Indictment  charging  violation  of  18   USCS   §  1510  did  not  allege  offense  under 
that  statute  and  must  be  dismissed  where  offense  alleged  was  agreement  between 
alleged  accomplices  to  withhold  evidence  from  federal  investigators.  United 
States   V   Cameron    (1972,    CAS   Tex)    460   F2d   1394. 

Where  government  had  decided  not  to  appeal  adverse  suppression  ruling 
involving  earlier  charges  of  stealing  and  possessing  women's  clothing  and 
charges  were  dropped  in  fall  of  1971,  once  charges  had  been  dismissed  against 
defendant,  18   USCS   §  1510   was  again  available  to  protect  informants  and 
§potential  witnesses  before  initiation  of  judicial  proceeding;  on  date  defendant 
shot  FBI  informer,  January  23,  1972,  informant  was  potentially  a  witness  and 
charge  under  18   USCS   §  1510  was  proper  m  that  defendant  shot  informant  because 
of  defendant's  belief  or  suspicion  that  informant  informed  FBI  agents  about 
defendant's  thievery.   United  States   v  Pec:Lna    (1974,    CA3  Mo)    501    F2d   536,    cert 
den  (1974)  419    US   1072,     42   L   Ed   2d   668,    95   S   Ct    660. 

18   USCS   §  1510  is  concerned  with  obstruction  of  justice  both  before  and  after 
initiation  of  judicial  proceedings,  thus,  where  jury  had  reasonable  basis  to 
conclude  that  alleged  beating  of  "snitcher"  was  intended  to  prevent  future 
cooperation  with  government  as  well  as  to  retaliate  for  past  cooperation, 
indictment  under  §  1510  was  proper  even  though  beating  occurred  after 
defendant's  indictment  m  drug  conspiracy  prosecution.   United  States  v  Koehler 
(1977,     CAS    Tex)     544    F2d    1326. 

Where  prospective  murder  victim  was  source  of  governmental  information  upon 
which  pending  indictments  were  based,  conspiracy  to  murder  him  fit  squarely 
within  proscription  of  18    USCS    5  1510.  United  States   v  Cuesta    (1979,    CAS    Fla) 
597    F2d    903,     cert  den  (1979)  444  US    964,     62    L    Ed    2d    377,     100    S    Ct    451,     100    S    Ct 
4  52. 

Return  to  informant  by  co-conspirators  of  his  own  funds- -with  which  he  had 
attempted  to  bribe  defendants- -in  order  to  prevent  him  from  "ratting," 
constituted  bribery  in  violation  of  18   USCS   §  1510,    since  IS   USCS   5  1510  does 
not  exclude  persons  who  have  themselves  participated  in  crimes,  and  informant 
had  no  enforceable  rights  to  funds  after  he  had  bribed  defendants  with  them. 
United  States    v  Daly    (1988,    CA2   NY)    342   F2d   1380,    127   3NA   LRRM  3238,    108   CCH  LC 
para.    10412,    25   Fed  Rules  Evid  Serv  350,  cert  den  (1988)  488    US   821,    102   L   Sd  2d 
43,     109    S    Ct    66,     130    SNA  LRRJ'l  3208,     110    CCH  LC  para.     10306. 

18   USCS   §  1510   does  not  cover  coercion  of  accomplices.   United  States   v 
Hubbard    (1979,    DC  Dist   Col)    474  F  Supp   64,    4   Fed  Rules  Evid  Serv  1076. 

11.  Success  of  endeavor 

In  a  prosecution  under  18   USCS   §  1510  success  in  endeavor  is  not  element  of 
offense.  United   States    v  Carzoli     (1971,    CA7    111)    447    -2d   774,  IS   ALR   Fed   864, 
cert  den  (1972)  404    US   1015,    30   L   Ed  2d   662,    92    S   Ct    673;    United   States    v  St. 
Clair    (1976,    ED  NY)    418    F  Supp   201,    affd  (1977,  CA2  NY)  552  F2d   57,  cert  den 
(1977)  433    US    909,     53    L   Ed    2d    1094,     97    S   Ct    2976. 

III.  DEFENSES 

12.  Double  jeopardy 

Prosecution  for  violation  of  both  18    USCS    §  i510(a)  and  state  statute  which 
prohibited  inducing  another  to  commit  murder  was  not  barred  on  grounds  of  double 
jeopardy  since  federal  and  state  interests  were  substantially  different,  maximum 
penalties  of  statutes  were  radically  different,  and  federal  and  state  statutes 
differed  as  to  type  of  conduct  prohibited  and  proof  required  to  establish 
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offense.       People   v  Formicola    (1979)    407   Mich   293,    284    NW2d   334. 

13.  Miscellaneous 

If  defendant's  actions  were  caused  by  another's  threats,  he  should  be 
acquitted  of  18  USCS    §  1510  charge  of  obstruction  of  justice.  United   States   v 
Lippman    (1974,    CA6  Mich)    492   F2d   314,    cert  den  (1975)  419    US   1107,    42   L   Ed  2d 
803,     95    S    Ct    779. 

IV.  PROSECUTION  AND  PUNISHMENT 

14.  Jurisdiction  and  venue 

§    Proper  venue  for  prosecution  of  violation  of  13   USCS    S  1510  was  district  in 
which  alleged  obstruction  occurred.   United  States  v  Nadolny    (1979,    CA7   111)    601 
F2d   94  0. 

15 .  Indictment 

18   USCS    §  1510   was  designed  to  deter  the  coercion  of  potential  witnesses  by 
subjects  of  federal  criminal  investigation,  and  is  not  intended  to  deal  with 
communications  between  alleged  accomplices;  therefore,  indictment  charging 
attorney  with  advising  his  associate  to  remain  silent  as  to  currency  accepted  as 
retainer  from  alleged  bank  robber  does  not  state  an  offense  under  this  section, 
and  must  be  dismissed.   United  States   v  Cameron    (1972,    CAS   Tex)    460   F2d   1394. 

Indictment  that  defendants  endeavored  by  means  of  bribery  and  intimidation  to 
obstruct,  delay  and  prevent  communication  of  'Witness'  information  to  FBI  and 
that  defendants  willfully  and  knowingly  endeavored  to  delay  and  prevent 
communication  of  information  by  party  to  FBI  by  bribery  and  intimidation 
sufficiently  alleged  18   USCS   §  1510  substantive  offense  as  well  as  conspiracy. 
United   States    v  Lippman    (1974,    CA6  Mich)    492   F2d   314,    cert  den  (1975)  419    US 
1107,     42    L    Ed    2d    903.     95    S    Ct    779. 

18   USCS    §  1510   indictment  was  not  insufficient  because  obstructive  acts  were 
committed  after  indictment  had  been  returned.  United   States   v   Koehler    (1977, 
CAS    Tex)     544    F2d    1326. 

Two  counts  of  witness  tampering  under  13   USCS   §  1510  were  multiplicitous,  and 
one  of  convictions  must  be  vacated,  where  both  counts  derived  from  single 
meeting  at  which  "story"  was  constructed  and  transmitted  simultaneously  to  2 
witnesses,  since  word  "any"  modifying  "person"  makes  statute  ambiguous,  and  rule 
of  lenity  must  apply  where  Congress  has  not  explicitly  defined  unit  of 
prosecution.   United  States   v  Cairo    (1991,    CA2   WYJ  922    F2d   1008,    32   Fed  Rules 
Evid  Serv  296,  cert  den  (1991,  US)  115   L   Ed   2d   996,    111    S   Ct   2326. 

Two- count  indictment  in  which  count  1  charged  defendants  with  intimidating 
witness  in  pending  case  in  violation  of  18   USCS   5  1503,  and  count  2  charged 
defendants  with  intimidating  informant  giving  information  in  pending  case  in 
violation  of  13    USCS    §  1510,  was  not  multiplicitous  nor  duplicitous.  United 
States    V    Zolli     (1970,     DC   IJY)     51    FRD    522. 

Separate  counts  of  indictment  each  charging  violation  of  13   USCS    §§  1503, 
1505,  and  1510,  respectively,  were  not  defective  and  subject  to  dismissal  on 
ground  that  such  statutes  are  mutually  exclusive  and  applicable  to  different 
governmental  activities  and  separate  chronological  pericds  because  alleged 
conduct  which  is  not  per  se  illegal  m  and  of  itself  constitutes  corrupt 
endeavor  within  meaning  of  statutes  if  alleged  efforts  to  influence  justice  are 
made  for  concealed  motives;  while  one  paragraph  of  each  count  charged  violation 
in  statutory  terms  and  second  incorporated  by  reference  so-called  "means" 
paragraph  of  count  one,  fact  that  initial  count  set  forth  'fiays   and  means  did  not 
mean  that  court  had  to  consider  each  of  these  ways  and  means  in  dealing  with 
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motion  to  dismiss  charges  both  because  parties  had  not  agreed  on  all  facts,  and 
this  indictment,  as  instrument  of  accusation,  containing  elements  of  offenses 
charged,  met  settled  test  of  sufficiency;  to  equate  individual  allegation  of 
"means"  paragraph  of  indictment  with  entirety  of  Government's  proof  would 
transform  Rule  12 (b)  motion  into  motion  for  acquittal  pursueint  to  Rule  29, 
Federal  Rules  of  Criminal  Procedure.   United  Scaces   v  Mitchell     (1973,    SD  ItY)    372 
F  Supp    1239,    app  dismd  (1973,  CA2  NY)  485  F2d  1290. 

Joinder  of  predicate  offenses,  18   USCS   §§  241,    371,  844,  1341,  and  1510,  with 
underlying  offense  under  §  1962  was  not  improper.  Uniced  States   v  Thevis    (1979, 
ND  Ga)    474    F  Supp    117,    affd  (1982,  CAS  Ga)  665   F2d   616,     9   Fed  Rules   Evid   Serv 
1025,  reh  den  (1982,    CAS   Ga)    671    F2d   1379   and  reh  den  (1982,  CAS  Ga)  671    F2d 
1379   and  cert  den  (1982)  456   US   1008,     73    L   Ed   2d   1303,     102   S   Ct   2300   and  cert 
§den  (1982)  458  US   1109,     73    L   Ed   2d   1370,    102    S   Ct    3489   and  cert  den  (1982)  459 
US    825,     74  L    Ed   2d    61,     103    S   Ct    57. 

16.  Bill  of  particulars 

In  prosecution  for  violation  of  18   USCS   §  1510,  government  should  be  required 
to  disclose  identities  of  unindicted  coconspirators,  persons  who  were  present  to 
witness  overt  acts  as  well  as  specific  means  of  intimidation,  force  and  threats 
of  force  by  which  defendants  violated  §  1510.  United  States   v  Thevis    (1979,    ND 
Ga)    474  F  Supp    117,    affd  (1982,  CAS  Ga)  665   F2d   616,     9   Fed  Rules   Evid   Serv   1025, 
reh   den     (1982,    CAS   Ga)    671    F2d   1379   and  reh  den  (1982,  CAS  Ga)  671    F2d   1379   and 
cert  den  (1982)  456   US   1008,     73    L   Ed  2d   1303,     102   S   Ct   2300   and  cert  den  (1982) 
458  US    1109,     73    L    Ed   2d    1370,     102    S   Ct    3489   and  cert  den  (1982)  459  US    825,     74  L 
Ed   2d    61,     103    S    Ct    57. 

17.  Statements  of  prosecutor 

Court  properly  overruled  ^notion  for  mistrial  in  18   USCS   §  15i0  prosecution 
when  prosecutor  stated  that  defendant  could  have  threatened  to  murder  anyone  and 
told  jury  everybody  was  standing  around  laughing  and  that  statement  was  not 
threat,  since  there  was  no  misstatement  of  fact  in  prosecutor's  statement. 
United  States   v   Carzoli     (1971.    CA7    111)    447  F2d   774,  18  ALR   Fed   864,    cert  den 
(1972)  404  US    1015,     30    L    Ed   2d    662,     92    S   Ct    673. 

18.  Burden  of  proof 

18   USCS   §  1510  requires  government  to  show  circumstances  under  which 
communication  of  information  was  sought  to  be  obstructed.   United  States  v 
Carzoli     (1971,    CA7    111)    447  F2d  774,  18  ALR  Fed   864,    cert  den  (1972)  404  US 
1015,     30    L    Ed   2d    662,     92    S   Ct    673. 

To  prove  violation  of  18   USCS   §  1510,  government  must  prove  beyond  reasonable 
doubt  that  (1)  defendant  willfully  endeavored  by  one  of  means  set  forth  m 
statute  to  prevent  communication  of  information  relating  to  violation  of  federal 
criminal  law;  (2)  that  action  was  talcen  to  prevent  communication  from  being  made 
to  criminal  investigator,  that  is,  to  individual  authorized  to  conduct  or  engage 
in  investigations  of  or  prosecution  for  such  violations;  and  (3)  that  defendant 
)cnew  that  recipient  or  intended  recipient  of  information  was  criminal 
investigator.   United  States   v   Abrams  (1982,    SD  NY)    543    F  Supp   1184. 

19.  Evidence;  admissibility 

Facts  surrounding  arrest  of  suspects,  appropriation  of  their  cash,  division 
of  spoils  amongst  arresting  officers,  keeping  part  of  contraband  for  sale, 
solicitation  of  bribes  to  conceal  evidence  were  all  admissible  to  show  pattern 
of  conduct  by  13   USCS   §  I5I0  defendant  to  conspire  to  obstruct  lawful  operations 
of  government  and  sell  some  of  narcotics  involved.   United  States    v   Papada)cis 
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(1975,     CA2   NY)     510    F2d   287,    cert  den  (1975)  421    US    950,     44    L   Ed   2d   104,     95    S   Ct 
1682. 

20.  -Sufficiency 

Defendant's  conviction  under  18   USCS   §  1510   could  not  stand  in  absence  of 
evidence  from  which  jury  with  justification  could  find  that  he  knew  of 
informant's  status  as  person  who  intended  to  convey  information  to  federal 
investigator  and  also  knew  that  at  time  of  assault  informer  possessed 
information  relating  to  criminal  violation  of  laws  of  United  States.  United 
States    V   Williams    (1973,    CAS  Mo)    470    F2d   1339,    cert  den  (1973)  411    US   936,    36   L 
Ed   2d   396,     93    S   Ct    1912. 

Where  evidence  showed  that  businessman  had  given  defendant  public  official 
bribe,  that  after  businessman  received  subpoena  to  appear  and  testify  before 
§federal  grand  jury  he  went  to  defendant  public  official  to  discuss  matter,  that 
defendant  told  businessman  to  tell  grand  jury  that  checks  were  for  work  done  by 
defendant's  wife  and  for  accounting  services  and  advice  respecting  tax  shelters 
given  by  defendant's  accountant  although  no  such  services  or  advice  had  ever 
been  given,  and  businessman  thereafter  testified  before  grand  ]ury  falsely  along 
line  suggested  by  defendant,  it  was  sufficient  to  sustain  conviction  under  13 
USCS    §  1510.    United  States   v  Gates    (1980,    CA9   Nev)    616   F2d   1103. 

21 .  Instructions 

In  accused's  trial  for  obstructing  federal  criminal  investigation,  failure  of 
trial  judge  to  furnish  guidelines  as  to  nature  of  offense,  and  failure  to  advise 
court  members  they  must  find  that  accused  willfully  committed  offense  proscribed 
by  18   USCS   §  1510  constituted  prejudicial  error  requiring  rehearing.   C7niced 
States    V  Canter    (1969)    42   CMR    753. 

22.  Verdict 

Finding  defendant  guilty  on  first  18   USCS   §  1510   charge  of  endeavoring  to  use 
force  and  violence  was  not  inconsistent  with  acquittal  on  second  count  of 
violation  of  18   USCS   §  I5I0  for  actual  use  of  violence.   United  States  v  iCozaJc 
(1971,  CA3    Pa)     433    F2d    1062,    cert  den  (1971)  402    US    996,    29    L    Ed   2d    162,     91    S   Ct 
2130. 

23 .  Sentence 

Imposition  of  consecutive  sentences  for  bribery  as  violation  of  18   USCS   § 
1510  and  as  underlying  violation  of  13   USCS   §  1952,  "Travel  Act,"  was  proper,  in 
absence  of  evidence  of  contrary  congressional  intent,  since  proof  of  "endeavor" 
under  18   USCS   §  1510  requires  proof  of  actual  bribery,  but  proof  of  "attempt" 
under  18   USCS   5  1952,    would  be  satisfied  by  attempted  bribery,  and  therefore, 
proof  of  one  offense  would  not  necessarily  prove  other;  argument  that  2  offenses 
were  directed  at  same  evil  of  commission  of  underlying  felony  fails,  since  18 
USCS    §  1952    is  not  used  merely  to  provide  grounds  for  federal  jurisdiction,  but 
rather,  use  of  interstate  facilities  poses  its  own  danger.   United  States  v 
Stafford    (1937,     CA9    Cal)     331    F2d    1479. 

24.  Collateral  disciplinary  proceedings 

Conviction  for  violation  of  18    USCS    §  1510  warrants  suspension  of  California 
attorney  from  practice  of  law  for  4  years.   Re  Lindgren  (1979)    25   Cal    3d   65,    157 
Cal    Rptr    518,     598    P2d    438. 
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HIGKLICHT: 

A  20/20  exclusive  inter  le-/  ..ith  tr.e  C-r.ti"TVAr3:.al  first  l;ty,  who  answers 
questicr.s  about  her  rol_  i::  '.."hitewater .  i;:e  travel  office  firings,  Madison 
Guaranty,  Canto  Grande  o-.d  n=r  ne.v  boo.-:. 

BODY : 

HUGH  I^CV/ICS .  A2C  N'ews   Gic::  ev^m.-.g,  I'-  Hugh  "owns. 

EARE.-.~_".  '.-.'ALTE'-S ,  AEG  Ne  5 :  Ar.i  I ' -n  Bar.";.-.:!  '.-/alters  and  this  is  20/20. 

ANNCL^rCE.'. :  Frcn  AEC  Nev.- .  around  the  wcrid  a.-.d  into  your  'r.c-e,    the  stories  that 
touch  your  life  wita  Hu-jn  ^ov-ns  and  Barbara  vJalters,  this  .3  20/20. 

Tonigrt- 

BARBA?-.\  •.•;aLTE~S:  Mrs.  Clmtt...  hcv  did  yt..  get  into  this  -riess? 

ANNCL"^'GE.'s;  -  the  first  lady  and  Earbar?.  '.Jailers,  face  to  face,  confronting  the 
damagir.g  new  claims  mak:ng  sensaticnal  .-.eadlmes. 

EAKBA?."-.  'aALTE."  £ :  The  pi-tui'e  that's  ccrmg  tut  13  of  this  dcT.meering  first 
lady. 

ANNC'-~:~E?. :  '•.''r-.at  does  sh   =?y  30C_t  Vlhi- ;.;itai',  tne  travel  office  scandal,  the 
T.ystericus  deat.n  of  Vin.-ent  '.rster? 

HILLA'V  RCCH.":'  CLirrCN:  .'e  t.ied   rayc-  .--  i,=  i-.art.y  as  -e  could  have,  Co 
answer  t'Tcple='  cuescic:  £. 

?-^:C'J:":~?. :    And  her  ixpa-t  zr.    the  oresi--..-.t  •  =  :ut-.re. 

3ASBA-\  VJALTE-S:  Are  yc   ;.  rc  ^m.  a  pc   ti-:i.  lucility? 

A:r?lCU;:  Z'.-.    n   S.-irbarn  W.r  "er-  e>:cl  ;£ive   ..i:.  t:-.s  first  lad-  under  actac.'c  on  all 
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And,  a  story  co  share  with  family  and  friends-  the  wonder  cf  magnificent 
humanity.  She  needed  a  r.iracle  to  live.  \ 

LES  McVWTN:  [sp?]  I  had  two  young  kids  that  needed  me.  you  know,  and  I  Icnew  that 
I  coulcn' t  leave . 

A:JN0U>;CER:  And  she  got  one  from  a  total  stranger. 

RHO^^DA  C'Jr.'N:  [sp?]  I  dcr.'t  think  I  ever  get  noticed  until  I  walked  into  the 
hospital  that  day. 

ANNOUIICER:  An  extraordinary  gift  that  linked  them  forever,  oody  and  soul. 

KHCriDA  :;u:;M:  X  toucned  ner  life  and  she  touched  mine  also. 

?SiJCV.'Z~?.:  We  brought  tner?.  together,  and  otners,  a  joyous  meeting  of  medical 
donor =  and  the  oeccle  trey  saved.  Hob  3rown  v;ith  a  story  of  human  compassion 
that  k.nows  no  ccunds-  A  Gift  rror,  A  Stranger. 

Plus,  :.  rust  see  if  you  .vesr  glasses  or  dread  the  thought.  Some  day  this  could 
be  you.  They're  lining  c  f:r  the  hot  new  tecnnique  that  puis  distance  in  focus. 
rr.  Ti~r;t.-.'.'  Jtnnson  .lig-.li^nts  the  boor-mg  business  that's  correcting 
nearsigntedness  perr.anentl-/ .  Thrc/J  Away  Your  Glasses. 

Those  stones,  tonignt,  January  IZth,  1?96.  after  this  ori=f  message. 

Hillary  Clintcn  Speaks  "ut 

K'JGH  ^T'•;^'S:  Tcnight,  Hillary  Clintcn  under  siege-  this  wee<  the  spotlight  was 
£utoc_---i  to  ce  on  h-er  i-cc-t=int  :.e'/.  bc^i<  abcut  t.ne  conditicn  of  children  in 


3  now  an  avalanche 
-.o  has  been  called  a 


Americ",  and  '.ve  will  ta  ■:  acout  t.nat  a  oiu  later.  But  there' 

cf  S3.'.c'_.=  chr-.rges  ".nd  -.arc  criticism  c:  tne  first  lady, 

'cone--  ital  lifir'  cy  a   ~-  ;r.nist  .  Her  rra;ib-lity  and  integrity  are  on  the  line 

ar.d   yt-  ~a:-.y  .-.-.en  t  "ins   tr.' t  undecstanc  t.ne  fuss.  Wnat  has  sne  done,  if 

anytni;'.g,  t.hat's  illega-7  Has  she  been  telling  zr.e    truth?  viell  tnis  week, 

Haroar-  craven  t;-.e  stcr-  tc  sit  acwn  at  tne  '.-ihite  House  for  an  exclusive 

i.nterv:ew  -.v'lt.n  t.ne  firs   Indy. 

H.^P-B.^F.".  '.-.'ALTERS ;  '.veil  tr.e  neadiinas  this  wee.-:  dealt  with  records  suddenly  found 
and  ~-5-os  ne'/i/l'/  discovered,  a  paper  trail  t.nat  has  led  even  some  Clinton 
Ic'/aliits  to  wonder  is  Hillary- Clintcn  a  liability  tc  t.ne  president?  The  White 
Hiuse  ..as  a  picture  postiard  m  tnis  wee:-:'3  sno'/j,  as  quiet  and  still  outside  and 
msid-r  as  I ' '.'e  ever  see;',  it.  When  we  r-et  -with  .'Irs.  Clinton,  she  appeared 
crnficint  and  sere:.;,  s'-i-mgly  ,nrufflei  by  this  'wee.-:'3  stcrm  of  controversy. 
Sne'd  reai  tn-r  .TCCJiat i 'ns  t.-.at  ^  ■.=  wa;  i;'.cc:\si3tent .  cr  'vjcrse,  a  liar,  and  she 

;  i.nter'.'iew.nT'  "rs .  Clmtcr.,  instead  cf  /cui-  nev;  boc.-;  being  t.ne  issue,  you  have 
beco-e  tn-i  !.-"_--:.  Hcv  ci  you  zez    mtc  zr..s    -.ess.  wr.i::^    '/cur  'rfnole  credibility 
13  bemr  - -.ect  -  ;:-.ec: 

HIlLAr"  '~~-."'.    TLt^'TCri:  Z'::    I  asK  -r/self  t.nst  e'.'er-/  aay,  aarcara.  because  it's 
'.'er-/  ;  r-::"i.?i-'-:  -.n~.  Z2~'   isir.g  tc  ne  bui  ve  ■■-    r.z-.i   question-  raised  for  the  last 
i  fur  ••  =irn,  .-.  .:;  -  .-^i.tu;.  ".■■  •;.-.e'."--  ans.'r:'.  -r.^    "..ne"'  -c  aw-..-  and  more 
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cuescions  come  up  and  v-  '11  ^usc  .<eep  ucmg  our  best  zo   answer  chem  amd 
hopefully  ic'll  end  at  .orr.:5  point:. 

EAREA?-^  WAI^TZHS  :  Are  yc  .  d-.siressad? 

HILLARY  R02HAM  CLi:iTON:  Occasionally  I  get:  a  licrle  distressed,  a  little  sad,  a 
little  angry,  irritated.  I  think  that's  only  natural.  Eut  I  know  that  that' 3 
part  of  the  territory  a;-.d  we'll  jUSt  keep  plowing  through  and  trying  to  get  to 

the  end  of  this. 

BARBARA  WALTERS:  Well  Ist's  talk  about  some  of  the  things  that  are  so  much  in 
the  news  this  week.  The  travel  office-  last  week,  a  1993  meno  by  a  former  White 
House  aide,  David  '/Jatkins,  was  raaae  puclic.  in  wnich  he  says  that  you  were 
respon  =  ibie  for  t.he  fir-..".c  of  sever,  peocie  in  the  White  House  travel  office 
because  you  wanted  to  hs/e  a.-i  Arkansas  irsvel  acency  take  it's  place,  and  there 
would  .".ave  be^r.   notr.mg  illegal  3ocut  ycur  dome  that.  But  you  have  said  you  had 
no  idea  how  t.-.e  decisio:.  was  made  and  t.-.at  ycu  had  nothing  to  do  with  it. 

HILLAF.Y  RCrHAy.  CLI.VTCM:  Basically. 

EARBAr.X  W,-.LTr-.S:  Is  he  '..■•i:-.g^ 

HILLARY  ROrHA'-r  CLir.TCM:  '..'ell  I  t.-.ir..<  wr.st  is  fair  to  say  is  that  I  did  voice 
concern  about  the  f  mar. --.si  -nismanageir^nt  that  was  discoveied  when  the  president 
arrive::  here  in  the  Vihi-e  Jiouse  travel  tffice.  Z  thi.-.k  that  everyone  who  knew 
about  .t  -.-.^as  r^uite  ronc.-rn-d  and  wa.nte::  it  to  be  ta.'cen  car?  of.  But  I  did  not 
raxe  t..e  Tecisions.  Z  c..z  -.rt  direct  anycne  to  r.jke  the  aecisions,  but  I  have 
acsolutely  nc  -iouct  ths  1  did  et'.cress  ro;-.cei-n.  because  I  ■••as  concerned  about 
any  kind  cz    financial  m  .•;r.an3ger.ent . 

PAREARA  WALTr~3:  So  is  .t  s  question  ot  how  -uch  concern?  Z    r.e&n   when  you  say 
you  hsd  nct.hmg  to  do  vi.th  it  and  ;:e  says  ycu  had  ever'/thi:.?  to  do  with  it,  he's 
cither  not  telling  the  -.rutn  or  ifs  a  -nismterrrstation.  ■.•..nere  are  we? 

HILLARY  RCrH.'"^  CLir.'TCN:  'fell  I  thin<-  :  dent  know,  because  I'm  not  aware 
exactly  of  w:-.3t  led  nir  -.:  say  t.  at .  E  t  -eita.nly  Mac  McCl.irdy,  who  was  the 
cnief  3Z    staff,  took  re  •  u.t;.sibilif..  fci  t:-.e  cecisior.s.  nas  said  very  clearly  I 
did  net  tell  nm  tr  do  inythmg,  .-:=  ma-ie  tne  decisions,  but  he  did  it  in 
consultation  with  -lany  .ec::le  wr.tse  ac'ire  he  st-gnt,  whcse  concern  he  listened 
t3.  So  I  thm.-:.  yo'..  knc  . .  that's  sirnet.-.mc  mat  I'll  have  tt  let  someone  else 
explain . 

P'.RSAPA  W.MTH-S:  Ycu  se  .•  f.e  pict-re  t;.5t's  -cning  cut  is  'j  f  this  domineering 
first  lady.  \-.:.   Vtn':.-.  t.-...t,  a:;d  i..  ..is  -e--.  ;.e  refers  t;  a:',  earlier  incident  in 
V  nich  .:e  r.Ti   you'd  bee-,  fur.ous  over  ..ls    failure  tc  transt-;r  certain  secret 
ser^.'icj  ac":nt5.  He  jays  n=  feared  any  celay  m  firing  tne  travel  office  members 
vculd  :-.ot  .'.a'-e  been  tolvsted  by  ycu.  :-:■;  said  t.-.ere  would  L-e  hell  to  pay.  What 
V33  tnis  secret  sei"-ice  •.-,.-!  ient .' 

-•ILL.-."'  T.CZr.:.".   CLI".:TCM:  .'i.l  I'-  '.tt  s  ,re  ■.-.n-.t  lavia  Wat!-;i;-.s  is  talking  about.  I 
can  te.l  y-u  ......it  Z   v.'ar  -.--.rjrna--  =;00u- .  .\:.d  agj^.n,  exciess^d  it.  There  had  been 

stme  stories  t.-.nt  -.'-.re   ■.  -..=  crrii  ac-ii..-uted  :r  secret  Sirvice  agents- 

rAREAFA  WMT~"S:  T.-.jt  y  1  i.ai  thi  ?-.>'n  a  .a-t  cr  a  bible  at  ■  ;ur  husband. 
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HILLARY  RODHAM  CLINTON:  A  lamp  or  a  bible  cr  a  Mercedes  Ber.z  or,  you  Icnow,  there 
were  many  variations  on  it.  When  stories  like  that  get  intc  what  I  consider  to 
be  respectable  journalise,  it  does  bother  me,  and  it  particularly  bothered  me 
that  tr.e  secret  service  was  being  used  to  try  to  substantiate  untrue  stories  and 
I  couldn't  understand  t..at.  So  I  was  concerned  aoout  it  and  expressed  that 
concern. 

BARBARA  WALTE.^S :  Did  yc u  ask  to  have  certain  secret  service  members  put  in 

another  detail? 

HILLARY  R0DH;>-M  CLX!rrCN:  Mc.  No.  I  wanted  the  situation  cleared  up  because-  both 
for  the  secret  service' l  sake,  whicn  is,  after  all,  charged  with  a  very 
difficult  task  and  we  have  a  great  relationship  with  them,  but  also  for  my  sake. 
I  nean,  you  know,  I  have  a  pretty  good  arm.  If  I'd  thrown  a  lamp  at  somebody,  I 
think  you  would  have  known  about  it  and,  you  know,  when  those  things  are  said,  I 
just  don't  want  that  to  gat  a  lira  of  -t's  own. 

SARHA.'.A  WALTIRS:  So  you  .va.-.ted  tr.s  situatic".  controlled  or  what?  Use  your  words. 

KI1L.A~.V  RCDK.-_M  CLINTCN;  I  v.ar.t-  right.  Well  I  wantec,  for  example,  the  secret 
servic-j  to  be  able  to  s^i.."  that  didn't  happen  anc- 

rAR3A?.A  WALTZ?.S :  Did  th-r/? 

HILI-.\~Y  RC^y.."'.   CLINTON:  I.h  yes.  I  r.ean  thDse  stti'ies  stopp'-d. 

EAr.HA"\  VJALTrRS:  Did  ycu  e-'er  throw  a  l.*mp  at  ycur  husband? 

KILLA?Y  RODHAM  CLI.-.'TON :  :::  I  didn't. 

c.ARr.^v?  ■-.  k;..LTE.=-S  :  Did  yc   ev-ir  throw  a  ;.io.e  at  your  husband? 

SA?.2A"..A  WALTTI^.S :  Do  you  .hava  a  terribi-r  ter.pera? 

HILLA~Y  RC"?".""-;  CLINTON:  Nc .  but  I  ao  c=t  ar.gry  a^out  thing.  .  I'-n  not  going  to 
c^r.y  ti-.at.  I  do-  tnere  are  things  that  I  thi:ik  are  wrcr.g  cr  things  that  I  think 
s:"uld  be  fixed  and  I  a:r.  net  at  all  shy  aocut  express i.-.g  -y  opinion.  I  try  to  be 
a  dire:t  person  and-  but  I  don't  tell  people  what  to  do.  I  say  here's  what  I 
t.-.ir..<  .^nd  IT  concerned  ahrut  tnis . 

:n?.zn?.\   '.vALTH~.£ :  [voice  ■  ■;v.ii-;  The-  theie  is  the  -Question  oi  Madison  Quarancy,  a 
failed  savm-rs  and  Itar.  -.r.-xz   regulators  say  financed  sr.ady  real  estate  deals. 
Tr.e  bar.k' s  f.iil-.:re  rest  ta.^payers  $?0  rillit::.  H.llar/  C.ir.ton  was  what  her  law 
fim  called  '  t.he  billmv  partner'  for  the  iVaaiscn  account. 

; interview. r.-]  There  is  i  iisput-  ?.s  tt  how  -\icr.   work  yo-_  Jid  for  the  Madison 
Ousrn.r- /.  .' :   have  =aid  .t  -..as  T._ni:nal.  mvestir^tcrs  say  y-u  had  a  more 
i:-.v;l--  d  r  L.  titnsr.ip.  Xrs.  Clint.;n,  I  thin.-;  nest  people  ic.-.'t  understand  it, 
t:-.  rv  -n't  r  ■j'z   '.:■:::   xuc.-.  v-u  billed  or  ;-.ow  -.-.en  -.s.ney  ycu  -yde.  3ut  what  they  do 
tnir.k  .s  •.••-•.---  yc;  av.Virt.  •.:  ^r.y  s.say  p-i-tic-s  cr  actjaw.  w. -jiigdoing  on  the  part 
cr  t."".:-"  sr.'i:--  an-  loo   :  :r  wni.  .  vcu  iid  -i-i.  wor-:" 
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EARBARA  WALTZ".S :  You  dii  r.zz    k.^cw- 

KILLARY  SCDHAM  CLINTCM:  Absolutely  not. 

EARBAP-A  WALTERS:  Even  i:i  tr.eir  real  estate  deals? 

HILLARY  RODHAM  CLINTCN:  No,  abscluceiy  t\oz  .    and  m  fact,  ti-.is  whole  matter 
originated  because  of  t.-.s  whitewaier  .and  d-?ai  and  we  said,  when  that  came  up, 
that  t.-.is  was  a  failed  .'?a-  estate  transaction  asout  20  years  ago  now,  where  we 
lest  Tonev,  and  people  iaii  well  prove  it.  So  we  proved  that.  Then  they  said 
well,  okav,  how  about  t'.is"  The  p-erson  ycu  were  m  ousmess  wit.T  also  later 
bought  a  £avl.^9S  ano  Ic.-..-. . 


HARBAR.A  WALTERS :  Mr.  McZou^al. 

HILLARY  RCTH-y  CLir.'TON:  Mr.  ■'!cCG-..aa] 
lean?  '.'as  -;-^  -cney  cna:-..-.eled  to  you 

FARBARA  WALTERS:  Dii  it  -r  Towar 


:  ycu  get  riicney  frci  that  savings  and 
?  '.-.a  said  absolutely  .-.it. 

■esi cent's  ca-paig: " 

•  .-.:•.,  j.-.d,  m  fa;t.  an  indenendent 


HILLARY  RCT:-!"V  CLIT.'TC'J:  -  Tr-ist  Crrportti;.-. ,  t.-.e  RTC,  by  ^r.  independent  law 
firn,  .-.as  lo.;'.ed  at  tha-  '.•.'.■.itewatei'  anc  .'"ladiscn  -atter  and  said,  indeed,  what  we 
faid  t.-.re-T  .-."d  four  yeaii  sco  was  t.-.e  rase, 

rARBAFA  WALTERS:  But  th^y  iidn't  have  tr.a  billi.-.g  records  t.-.at  they  now  have. 

HILLARY  ?.ZZ'rJ:'A    ^LI.VTCr.':  .■:■:'...    but  t.-.at  la  r.f.  rsally  the  i  =  iue.  You  know,  a 
rcnth  igo,  c^oc.e  were   ir-i::s  u'^  and  i.:wn  bscause  tne  billing  records  were  lost 
a.ni  z.'.-y   thou7.-.t  sf.ecr,..-   .pnt  .  :>ve  d-ot.'f-.-d  t.-.em.  Xcw  t.".a  records  are  found 
snd  th-iy' '.e  ^ur.pir.^  _p  .. ;  ;own.  :ut  I'  -  -li:  t.-.e  recoros  '.vere  found.  I  wish 
t.-.ey  .•..■d  tee:,  fiuni  a  y  -ii  --  t*c  age.  .:ecAuse  t.-.ey  verify  v.-.at  I've  bee.-,  saying 
frt-  t.'.e  •jry  beginning   I  *'or,<ec  asout  an  hour  a  wee,<  for  IE  months.  That  was 
rtt  a  -ot  ;:  xcr,-:  ftr  n--i.    tertain.y. 

"."RE.-."\  v;."  •.T~RS :  Or.-i  of  -.hi  frauoulent  -ta.-.s  of  .'tadiscn  Durranty,  which  has 
rttta?-  su  ■•,:,. y  a  let  t:  sttentir-..  is  sor.ei.-.i.-g  called  Cact-e  Grande,  In  a 
:  cm  -tat--;:-.!,  ycu  said  --^u  hat  no  X'5-ti-_,  ,;f  •..•criti.-.g  en  Tastle  Grande. 

r.i.-B.i.r  v.."  LTr".S :  But  t.-  -"■:  -.111..;  rec-.ds  s/.c.v  ••ou  lade  1-,  to  16  phone  calls  to 
iT5  : :  th-:  -:-;ir  p."..t  i- .- ,=.,  i.3.  a  -?.r.  na.iei  s-rt.t  ••aro.  and  ilso  drew  up  documents 
f  ;.-.ne,-tec  ..it.i  I.-.si.-i  Z.i..:i.    T.-.-  cic  ..-.i/.r  .-.cout  tnis,  ag.-..n,  to  most  people, 

■ILL.i?  ,'  ?-"":'■■•  :LI.":Tr:."-  '.:.;  -..-.er   =  nc"  5  Tt.trr.iict  ion   t:  =tle  Grande  was  a 
-rail  -  P'  "-  rr.  a  piecr  ;;  prtpe.ty  th?.t  .vas  scout  l.;:C  aries  oig.  I  never  did 
■tr,'.   r    ■-..-;  ;r-nda.  r.i  ar  at  »11.  A.id  s:  w::-rr.  I  j^as    asrt-ed  about  it  last 
'.-iir.    d  ■•.■  z    recc-nii:-  i".  I  d.i-.'t  .•■•r.-ir.:  rr  :t.  The  bil".in-3  records  show  I 
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did  not  do  work  for  Castle  Grande.  I  did  wori;  for  somechinc  called  IDC,  which 
was  noc  related  to  Cast.e  Grande. 

BARBARA  WALTERS:  Was  that  Seth  Ward? 

HILLARY  RODHAM  CLINTON:  And  Seth  Ward  was  involved  in  that  on  behalf - 

BARBARA  WALTERS:  Separata  deal? 

HILLARY  RODHAM  CLINTON:  S-sparate  deal  completely.  So,  you  r-.now,  we've  asked  Mr. 
D'Amato,  tell  us  what  the  inconsistencies  are.  I  mean  any  time  we've  been 
accused  of  something,  eventually  we  have  proven  that  it  was  a  dry  hole,  that  it 
was  just  another  in  the  string  of  accusations  and  we  will  go  the  same  with 
these. 

EARBA.~.n  WALTERS:  Mrs.  Cli.-.ton.  while  we  are  clearing  up  rur.ors,  you  know  there 
is  t.'ie  rec-curring  rumc-  accut  y-u  and  Vir.ce  roster.  What  vvas  your  relationship 
with  him? 

HILLAP.Y  RC^H.^'M  CLINTON:  Ch,  he  was  one  cf  t.-.e  ~y  dearest  friends,  Barbara.  He 
was  a  coll-ii^ue,  he  was  .i  partner,  he'd  beer,  a  frie.-id  of  my  husband's  since  they 
were  boys  ::  four  or  fiv-a  years  cf  age,  ar.d  I  niss  hin.  I  riss  him  very  much  and 
I  just  wis  ■.  he  could  be  left  in  peace,  because  he  was  a  wor.derful  man  to 
everyT-.e  v  .o  knew  him. 

BAR3.-.?\  WALTERS:  You  kr.v.v,  t.iere  is  then  t.-.is  whole  business  after  his  suicide 
of  wr.-?-..her  you  trie'i  tc  nave  reccrds  reroved  or  have  t.he-.  "rcamined  before  they 
were  s.-.own  to  the  Justi.-?  Uepartrent  ar.d  ycu  have  said  t.na-  you  did  nothing  to 
iTpec-:  th-T  irvestic^tir  ■  l-.zz   his  deat.-   Iiad  no  roncerr.  zv-r   access  to  the 
cocuir.-i:-.ts  m  his  office.  E.t  then  ther-r  ■it-n.e   t.nese  blizzarc;  of  phone  calls,  you 
were  i:i  Ar;:ansas  visiting  y=ur  nct.her.  fror.  the  chief  of  sr.aff,  Maggie  Williams, 
and  t:-.j  Whit-i  House  Cou;=-»".  3err.;.rd  Nur.jciur.   frcm  your  clc<=e  friend,  Susan 
Thomav^s,  yr-.tne  calls  '^:.zk   SlT.z   tzjzh,    Lac.-:  a::d  fort;-.,  and  ■..;-.en  Mrs.  Williams  and 
^:i  =  s.  rhcr  --=  testified  b-efcre  t.ne  Senate  com.-iittee.  they  .•:eep  saying  they 
csn't  •-■er-r  ocr.  So  again,  it  ail  seems  ver-y  mysterious  a.-id  it  looks  as  if  you 
hsi  St  etr.  ..nc  to  cover  vo. 

HILL.-.*':'  RCTHAM  CLI"TCN :  Vc  -  :-:now.  I  warn  tc  ce  "ery  clear  acout  this. 

E.-..R2A."A  K.hLTERS:  Okay. 

k:lla~.V  RCZH.'.M  CLI::tCN:  There  were  no  iccur.ents  taken  out  cf  Vince  Foster's 
cifice  on  t.n-5  nic:-.t  he  iiei  and  1  did  ntt  direct  anyone  to  interfere  in  any 
invest  igat ;-::-. .  I  know  v;ry  •/■.ell  wn^t  w-:  w-»re  ts.  km^  abcut .  We  were  grieving.  We 
•.  -re  r  per -.ting  esc.n  ot..^:-.  I  was  askin::  qu==:ticns  acout  new  other  people  who 
V  -re  c.oEc-  fiienris  and  -;nl_eague£  cf  V.nce  ■.•.■er=  doing,  hew  .'.is  family  were 
cring,  ar.--  scr.e  of  thos^  zr.one   ccnversaticns  consisted  cf  us  sobbing  on  the 
r : :ne . 

r'!\=.^"\  1\'.'>LT~~.S :  .^r.z.   nc--.i:-.=  was  taken  zrz~    .'ince  Foster's  office  that  you  asked 
t:  l-.a--;  l:c;:ed  over   ke.-.  -rt-  tr^  eye=  rf  tne  -r;vavnnent - 

H!L1A7.'  ?'.-'.-.-:■'.   C'-Z'.'ZZy.      '       -in't  .-  en   .ov    ;::.i  icrunen".   cf  mine  in  his 
cifici,  sr  t:  at  cio.-Tn'r  •  -  .-i  any  ■^•-nse   t  ^-l.. 
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BARBARA  WALTERS:  You  kr.cv,  on  the  one  hand,  the  fac-  that  tr.ese  two  records,  the 
billir.g  records,  and  tha  travel  ra-smo  ccae  up  this  week;  is  certainly  not 
something  you  could  hava  wanted  when  you're  trying  to  publicize  a  book,  right? 

HILLARY  RCDHAM  CLINTON:  That's  right.  A::solutely. 

BARBARA  WALTERS:  Althouca  Senator  D'Amato  said-  implies-  that  they  were  going  to 
be  found  anyway  and  that's  wny  you  had  to  release  them,  but  the  White  House  is 
not  grandma's  attic  anc  tor  two  years  people  have  been  locjcmg  for  these 
records.  They  were  m  ycLir  personal  eftects.  I  mean  one  wor.ders  why  they  were 
just  found  new? 

HILLARY  ROOH.'uM  CLINTON:  We^l  one  cf  then  was. 

5ARBAF.A  W.r.LTERS :  What  does  it  looi-c  like  up  tnere  with  your  records? 

HILLARY  RCTHAM  CLINTON:  ::  -S  a  ress.  '  mean  that  is  somet:-.ing  thac- 

3PJ>.3Ar\  V7A1TERS:  That's  .:aid  to  u;idersiind. 

HILLA:-' .'  KC.~h;_M  CLI;;TCN-  •=_•.  I  tl-ir.-:  pe.-cli  do  need  to  understand  that  there  are 
r-.illic.-.s  c:  pieces  o:  ?;.::  =  :  .n  t.-.e  Whit-.  Hc-se  and  tor  mor-;  than  two  years  now, 
people  hav :  i-ee.i  dilicei.tly  searr.-.ir.g  r..;t.  you  know,  it's  something  that  I  can't 
e.rpiai!!  becai:se  I  wasn'-.  port  of  imdir.T  it.  did.T  t  even  r.-ov   it  was  there.  But 
I '  T  glTd  1".  "33  found. 

?A?.SA'^\  W.TrRS:  'Why  dc:'.' t  you  ]Uot  go  up  to  Capitol  Hill  and  talk  to  the  Senate 
ccnmittee  yourself  and  7et  this  all  over  witn? 

HILLARY  RCDHA.M  CLI;:tcN:  ..'ell.  we'll  cocperats  and  -ve'll  do  whatever  is 
neces-Trv'.  There  is  noc. 3y  w.^c  w;ir.ts  t.-..s  over  r-ore  t.han  :  do.  I  really  want  it 
to  be  iin.s;-.ed  wit.-.,  tc.  "i-:-.g  zr.:i   maf;er  tc  an  end 

P.'RBARA  >.'.'•  LTr.RS :  A.-.i  i:  it  takes  your  crir.g  snd  testifyi.ns  yourself,  you'll  go? 

HILLARY  RT''""':  CL:"TCN:  I'll  do  •••;.-. atev-^.-  it  tai--.es  tc  ccocarate. 

E.-RSA"\  W'.TrRS:  I  have  .i  i;ucn  j.esti;::  tc  ask  you. 

":iLA-Y  RC-y.-M  CL::~C.\':  ?!•.  dear.  All  yc.:r  questions 

E.'".2A".\  '.-.".ilTERS :  Zo   \  cu  t.-.i.-.-:  t.-.:.t  you  .-e  cc_or,inc  nore  c:  tne  negative  than  a 
ptsiti'e  tcrte  for  ••ouv    iv-i^cand"  -.ve  yt  .  cccomir.g  a  political  liability? 

HILLAr.  .■  RCr.:-lrV-l  CLI::TCM:  ■:•.  :  hot=  not  cetause  :  love  my  husoand  amd  I  really 
!--liev2  ir.  v.':-.at  he  =  dr.n^-  and  Z  'want  ■:  nilp  nir..  3ut  I  :-.ave  campaigned  with 
!•.:-•.  for,  ■yc.:  know,  gosh,  e'.'er  since  I've  :<nown  him.  and  I'-  going  to  do  the  same 
t.-ing  m  t:':=  upccTiing  election,  .i.t  th"--  er.c  cf  the  day.  trv  .\merican  people  will 
J::  ;v/  v.-  h'--:  nct.-.in-r  tt  rf.'er  'jp .  there  i=  nrt.hmg  t.-.at  we  .-.ave  done  that  should 
;  cf  -.ny  --rcern  to  .in-  ;r.-i.  We'-.e  tri-..-:,  :nayoe  not  as  sra- tly  as  'we  could  have, 
tr  an-  er   ircles'  cuaFticns.  cut  .ve'll  keep  doing  t.-.e  best  we  know  how. 

:-:'y3H  r^WN.T:  '..'ell  w:-. --■•..  •.-.  •  r:-e  ca.- :  nc:  ■.;  ~.r  iarcara  s  e.xcl.3ive  interview.  Mrs. 
Cli.-.t'".  or.  the  plight  r-  :.-.i.dre".  .r.  >l\  :ric5  t.:e  cuestitr.  jf  abortion,  divorce 
rrd  t:e  ti-;e=  sne'.=  h'^c  "t  cir»  -.■»•.■  tc:  :\.;e  i".  h-^r  own  mai-riage.  Stay  with  us. 
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[Commercial  break] 

BARBARA  WALTERS:  Today  -.=3  ;he  puLiicaci:3n  da;e  for  Hillary  Clincon's  new  book 
atouc  children.  Mrs.  Cl-.-;ccn,  as  we  hav^  already  see.n,  has  scro.^g  opinions,  and 
so  ic  IS  v;i;h  her  proposals  to  help  our  c.".ildrar..  Tr.e  boo.-:  is  tided  It  Takes  A 
Village,  reaning  it's  everyone's  job,  not  just  parents,  to  raise  America's 
children.  Mrs.  Clinton  s.iys  she  wrote  t.ie  book  herself  and  the  White  House 
provided  her  copious  lc-:3:-.ar.d  notes  to  prove  it,  for  this  book  seems  to 
represent  Mrs.  Clinton's  deepest  concerns. 

[inter-.'iewing]  Your  boc  ;  takes  sorr.e  very  strong  stands.  This  is  not  what  some 
people  thought  was  going  to  be  a  nice,  soft  booK.  to  show  t.-.at  you  had  a  softer 
irage .  One  of  the  controversial  parts  cf  your  book  has  to  do  with  health  care. 
Remember  health  care? 

HILL-^r.?  RC~'"M  CLIN'TCN;  Ves,  I  d" .  ver-.'  well. 

2A?PA~\  W'.TZRS:  Yeah.  Ckay.  You  speak  of  I^edicare  for  older  people  amd  you  want 
It  :•:■■  chi--.:ren.  You  wa:..  universal  hea.t.-.  care  for  children.  You  want  federally 
fur.de  :  or  funded  early  >.:-.c2zion.  Head  Star':   Ycu  wa.nt  f_nc-ng  for  proper  day 
care.  Vsu  .^eem  to  be  s-*-. -.ring  agai.-.st  t.'.e  tide,  you  knov/?  All  we  hear  about  is 
less  c.-ivernnent ,  less  ri;-.e_'.  You're  saying  jUSt  the  oppcsir.s. 

HILIAaY  RC2!-.--M  CLI"TC:.':  .-.'s-l  that's  because  I  think  the  tide  is  not  going  in  the 
right  direction.  I  z'r.ir..:    .ve  are  causing  curselves  a  lot  cf  problems  because  we 
arj  n't  dcir.-_:  wh.-^t  it  ti<e.=  to  support  famlies  and  I  mea.T  hold  them 
actou-.-.tabl-r ,  hold  t.^sn  -es  -rnsib".  - .  I  t  ili-sv;  strongly  ir.  -arriage.  I  think  that 
ciivcr-e  =:■  ::ld  be  hardei  f;r  people  wir.-.  childre.-..  I  want  ;.  eople  to  take 
re-=pc:- -ibi-ity  for  therielves  a.-c  theii  kids.  But  at  t.he  sf.ne  time,  I'm  out 
t.'ere.  I  ':.:z:i   hew  hard  it  is  for  -ost  Ar.ericans  right  now.  T.hey  don't  have  a 
pl=ice  -.o  r-;t  their  chili  t.-.at  is  safe  a;-.d  gocd.  unless  it  can  be  subsidized.  So 
frr  T.  ,  this  is  goir.g  .  zr.i   right  dir-cticr.  because  in  the  long  run,  it  is 
c:eac;r  t.-.-Tn  priscns,  i"  i;  cheaper  t.ia:-.  violence,  it  is  cheaper  than  tearing  at 

=;~.3A'\  WALTERS:  Let's  -..-l.-:  about  some  jf  the  sccia.  issues.  You  have  said  that 
t;.is  It-  c;-.ildre.n  .v.-.c  h.-ve  cne  parent  ire  t'./o  tc  three  tir.es  as  likely  to  have 
r--r:ti*nal  ":'.d  be.".avior5l  prtoleT.s  as  c.'.ildre.-i  livi,-.g  in  two  parent  families,  are 
--re  l.Vtel"  to  drop  cu'.  r:  sc.hccl  and  cet  pregna.nt .  etc..  .=.:'.d  remarriage  of 
ijeir  ■  ar^ -.t?  do-rsr.'t  s-ar.   to  bezz-ir   t.-.i  cddi .  '..hat's  vo-r  solution  to  the  one 
v-rent  dil  ra? 

r..'~  =  .^-\  W."-.LTERS :  Whjit  y-.u''.-e  just  recited  frtTi  ~y  bcok  is  :..-.e  case,  that  we  need 
•rre  rirer.ts  to  bot.-.  ge  ,  Tarriec  \rid   stay  manned  m  order  to  support  children. 
?.  ere  .'ill  al'A/aya  be  e:-;.ept ions .  Z  wri';e  about  my  7icther-ir. -law,  who  endured,  I 
ti-ink,  violence  and  aou.:e  t.-.at  s.-.culd  :.ave  _ed  to  a  divorce-  But  in  many 
i.'.star.ces  today,  it  is  .:z    zr.az    -r/rtrerne  a  case  and  t  thir..-;  we  ought  to  do  a 
little  mcr--;,  'ccth  tt  .le...  pare.nts  stay  toget.-.er,  but  if  it's  inevitable  that 
t:-ey  are  r--r:rg  to  divoir  _■ .  n  pr-vide  ctiucation  and  counseling  so  that  they 

T'^.3!KF\   v."  ■ -"RS :  Ant  t:.-   -"  ycu.  ^czr.      yc ..  .eave  i.  vcu    .n  personal 

•  "en  "c     nd  ycu  ra'^   '".•.  str.'-.g  fs-.-ings  ac;ut  iivcr.^  -»nd  it's  effect  on 

c.ildr  :-.  ,  V-  caused  t?  -.;  cite  —  to.".-  ;=  r.cie  tha.t  a  fe'v  "  i.T.es  during  my  own 
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rarriage. ' 

HILIAPY  RODHAM  CLINTON:  P.l^h; . 

BARBARA  WALTERS:  Wh-r.?  ■■:hy'    Oh  I  can't  wait  to- 

HILLARY  RC3HAM  CLINTON:  All  che  time.  I  think  any  couple - 

BARBARA  WALTERS:  You've  considarsd  divorce? 

HILLARY  RODHAM  CLINTON:  Mo,  never  a  divorce,  but  certainly  I  have  thought  hard 
about  how  a  situation  c?n  escalate  out  of  hand.  You  have  tc  really  be  committed 
to  It  and  you  have  to  b^  willing  ts  make  compromises  and  tc  bite  that  tongue 
fro-n  time  to  time. 

EARaAF.A  W.",LTZRS :  To  nak-=:  t^.at  marriage  last,  almost  no  matter  what. 

KlLLAr.Y  RCZH.'.M  CLIIITC:.':  .^t  least  durir.c  the  childhood  of  t.-.ose  children,  yes. 

E.\RSA.~A  V.V.LTZRS:  You've  he-.rd  z'r.^    expr^ssior.  murder  yes,  divorce  no. 

HILLAr.Y  RC~;:.'-M  CLINTON;  .=.i'--;-.t,  yes  1  have. 

?'PP-"\   vr-'-THRS:  Did  th?t  ever  apply  tc  ycu? 

HIIL.^"'.'  RCTH.VI  CL1:JTCN:  >.r.  but  -aybe  snort  of  that.  I've  had,  you  know,  just 
like  r.-l  o:  -js,  we've  'r.^z    r-jr  acs  and  c-r  downs  but  it's  oeen  such  a  grtac 
ccr~i;-ient  for  us  and  ;  -.r.:r.<   .navir-.g  Chelsea  made  it  ever,  stronger. 

".'."  =  .■>?. \  t.'"lT~RS:  I  want  tc  talk  a  littls  bit  about  Chelsea.  She's  going  to  be  16 
.".e:-:t  ;■  3nt:'. . 

HrLL-i.rY  RC—v'M  CL::rrc:c:  .'e^,  s.ne  .s. 

P.*  "3.'."  A  V.'".TrRS:  You've  ';ept  her  out  of  the  press  and  the  press  has  been  really 
n;--?tf  ■  OCT  .  ."cout  it.    » 

"A".BA-.\  WA:.7IRS  :  Shi'l.  "5  r^-^-'=    ---    tc  crilroe.  Tell  US  ;ust  a  little  bit  about 
'.:tv .    '...-.at  .s  she  -r.tert --.€-.  in?  .-.it  z:    yc-i   t.ii.-./t  sr.e  wa.-.ts  to  do? 

•::ilA~Y  R?r:.'.M  CL::itcN:  v;ell,  sh-s  is  still  ver-/  interested  .n  ballet.  Right  now 
i;:.t  v;  .:-.ts  z;  learn  tc  d.  iv^  and  r:=i  a  _.i'-9r's  lice:-:se,  wn.:.-.  is  something  I'm 
livir-  i.-.  r"--.r  and  trarilinc  cf.  jjt  .-.er  fat.-.er,  wr.ich  is  very  scary,  is 
t- sr;-.  .no  !■.-:■  .now  to  dri"e.  So  they're  having  a  good  time. 

r  "-"■■"»  v.'.'-'.TFRS:  v.'ell  t.-.ir?  gees  tnat  r^laticnsnip  there 

"T1L.-."V  KC~".'.M  CL::tTC:.':  '-t  .  .<nc-.-   tney  /;ere  doing  everytning  from  parallel 
p.-.rki;.7  f;  :--c)r.:."   up.  .  .-t      Z    jr.  ■  bac;"   'I  sai::  well  hc-^ '  :  it  go,  how'd  it  go?' 
/•;  -i  s  J  sr.i-i,  ".-.'.^ll,  7    iV:  dac  .-sarnf  i  ...  l^t.   Sc  the'/  i-=illy  have  a  good 
tire.  3ut  ■;.:■' 11  ce  It-  .-      =it    ;_..ege  •.r.:.    Z    ".    :ust  not  Ic.-.mc  forward  to  that 
r--=elf.  I  ..-.11  T.1S3  hi'.-  -t  -uc.~.. 
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E.'P.BAP.A  WALTERS:  Let's  r.oc  use  Chelsea  as  an  example,  but  if  you  had  a  teenage 
c'-ugr.ter  vi-.o  becar.e  pretj:".a:".t  and  wanted  to  have  an  acort:uo:: ,  not  have  the  baby, 
\/-uld  you  -upport  it? 

HtLLAF.Y  KC?HAM  CLINTCN':  Oh  gosh,  I  jusr  even  can't  imagine  ::hat  decision.  I'd- 
Z-    I  would  do  whatever  I  cruid  t;  support  he.  and  it  would  be  a  terrible 
c-'cisicn  and  we  can  avc.d  that  being  the  choice  if  children  are  given  good, 
responsible  informaticr.  and  ability  to  say  no  at  an  earlier  age. 

EA.R3ARA  WALTERS:  Do  you  feel  that  a  parent  should  be  notified  if  an  under  age 
c.-'jghter  wants  to  have  an   aborticn? 

HTLL.^P.Y  RO!?HAM  CLIIH'ON:  I  believe  in  parental  notification.  I  think  there  are 

*-rre::t  ions .  There  are  situations  in  whicn  the  family  is  so  dysfunctional  that 

r;  re::t.'il  ratification  is  .not  appropriate.  3ut  in  general,  Z   do  believe-  I  think 

t^.st  f-.milies  should  be  part  of  helping  t.heir  children  through  this. 

F.'".=.".~A  W,MTZRS :  If  you.  .".usoand  is  re-elected,  how  will  yea  follow  on  the 
r':~c:e-t icn^  that  are  ms  _e  .n  this  booic'- 

KriLAr.V  RCZH.^M  CLINTCN":  '.-.e-l  one  thi.ng  I'll  do  is  try  to  triik  as  much  as 
r--  =  i-:le  al-ciit  it,  because  I  don't  really  want  people,  necessarily,  to  agree 
'.i-h  :e,  i: —.    I  w.5nt  the  state  of  our  c.nildren  to  be  the  national  conversation.  I 
i.T-.t  to  hs'  I  a  conference  this  srvmg  hrincmg  together  z.c^r/   of  the  people  I 
t.--l.'.  .- Tout  m  the  boc-:.  :  hose  w.'.r  are  actually  en  the  frtnt  lines  doing  the 
\'  •■•..  :.et'-  -ind  cut  ab'.-.t  that.  Let's  bri.-.-j  it  .ncT.e . 

r.*~r'"\  V.'"-.'.T~RS :  You  wr:  te  about  people  picecnholinc  people,  especially  women 
ar.i  :•  -;-..  Z .:   you  thir.i-:  - .:-   .^-eric.-.:-.  peer  .e  sre  ready  yet  to  have  a  first  lady  who 
'...-  -  .r-.rong  opinions  an--  in  agend-.: 

:-::LL.-.;".'-  R:r:-:.-.M  CLr:~C>:   :  tnin.-c  =~.  ;  mini-:  sor.e  are  and  seme  aren't  and  I 
h'-.ie.'e  thit  this  has  c  -r.  a  learning  experience  for  me,  c-r;ing  here  and  not 
V-- --'.'. y   unn  jrrtandinc  al_  t.-.e  expectations  that  people  sort  of  put  on  this  role. 

r.'""'".i\  'W.' ■  ~~^S :  Tell  -e  your  greatest  iisappoi.ntment . 

':'"'..'.?.'{   ?.T'"  ■"1  CLINTC:.':  -  -hink  that  1  di~n':  know  -lore  berore  I  got  here  about 
;.•   I  toul  .  ;-.ave  done  3  :,etter  ]tc  tror.  t.:e  very  beginning.  Z   really  do  think 
z'.   .t  t:-.=re  cculd  have  'c'ir.   some  differez-.t  ways  of  pursui.nc  health  care  that 
r: rht  have-  I'm  not  say.ng  it  wcu.i  have,  because  it's  sue;,  a  political  issue, 
v.-.-.    Z   thin:-.  I  could  hav-;  dona  sc~.e  things  ditferently  and  1  just  could  have 
■;:  ■•/.•n  ~".ore .  Z    could  hav-  'cr^n   bf^tter  piepareo  fcr  what  I  was  getting  into,  not 
t;  t  1  wo'.ld  have  bee.-,  rul-v  prepared.  T.nere  is  .not.-.i.nc  th;-.t  prepares  you  for 
t;.i=  e.xoerience.  3ut  T  -~.ir.<    Z    could  r.s-:e   avoided  sonne  o:  :r.e   mistakes  I  made. 

".■■=.AR.Oi  W"..''7~RS:  There  is  a  nursery  rhy-e  in  your  book.  Zc    ycu  know  the  one  I'm 
t:  -.mti  a-   -^ 


■-:"-M  CL;::Tr'.;   ..  _r  is  -le  of  y   favorites  frcT.  ■■:.=-    Z   used  to  read  to 
:  v;a-  st5-'   :■  ".n  t;  -  itie--   -■=  q-.;-et  =s  co  .1  :  be,  a  great  big 
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ucly  ran  cri-^e  up  anc  "-•' i  i'.is  hc.'se  to  -ne .  You  <now,  I've  always  loved  that, 
because  in  -jvery  pers~;:  i  life,  zr.e   unexpected,  the  disacpcintmg,  the  hardship, 
it  always  cc~es.  V.or.e   o;  us  has  a  clear  sail  through  life.  We  all  have  problems 
and  scmetirjs  we  don't  ^■rer.  knew  where  t. hey  re  coming  from  or  why  they're 
ha:;per.ing  snd  it's  realty  3  chail^iage  to  jUSt  kind  of  keep  going  every  single 
da/. 

BARBARA  WALTERS:  I  must  re-nember  that  nursery  rhyme  from  her  book. 

HUGH  DOt"/NS:  Right.  Ycu  .:.-.ow.  what '  s  fascinating  is  that  in  spite  of  her  attempts 
to  change  her  image,  sort  rf  bectne  r.ore  traditional,  more  behind  the  scenes- 

E/*.F.BAF_\  WAITERS:  If,  i;-.-:--;i,  she  -(as  tryir.g  to,  yea.r.? 

ir.'CH  DOWNS:  Yeah,  she  s;ill  is  i."  tne  center  of  a  storm.  :=  this  book  of  hers 
rc-n-  to  r.  '.-^  her  ar.y  wi-.-  t/.at,  io  ycu  thi:-..'.? 

r.'"E'~A  V.'A"   RS :  Z    ccr.'".  t:-.ink  It's  gcir.j  to  tr.a;-;e  a  difference  to  the  Whitewater 
i.-.ve-ticat  :;-.s.  I  t.-.m/.  there  •.vil_  still  cs  a  great  many  people  who  will  say 
v:  er.  - -.-r  :^   -  I  don't  .=iTpr-rve  of  tnis,  eve.-,  though  she  doesn't  order  it,  isn't 
t;:at  ■;::ouc  .  to  make  p2'?-  le  j^mp  a::d   dc  wnat  she  wants  to  d:-? 

H"GH  rO'.'N'S:  The  power  c;  t.-.e  position. 

3A~.H.'-."..\  ■.■;a:.TZ.RS  :  That'--  .ijnt.  '..nat  t.his  boci-:  will  give  h?.  is  a  forum  to 
discu.TS  thi  .looii.    wnitr.  .5^  -nany  /ery  gtoc  sccial  agencies  that  can  help  people 
rr-i  s-'  fort':-..  It  '^'ill  g.  -e  her  tne  chance  to  shc-v  what  she  is,  a  first  lady  with 
c"in:-ns  e.        a  first  Is-./  ■•.•ith  :<nfA/led9a.  We  have  never  ha-,  a  first  lady  write  a 
f  ri-  -  be   while  m  -  ■  ?  '..'i-.ite  T.:2^3e.    We  .lave  :-.ot  .-.ad  a  first  lady  quite  like 

y"~''.   -'-'":,-■■■  :  think  pec-lr  would  ce  interested  m  wnere  tne  monev  this  book 


:rcia.  :.-rea.-: 


's  hospitals  -.nd  the  National 
Mrs.  Cli.-.tcr-.  decide  where  it  goes. 


■?  not  going  to  tcr--?--  totai  strangers 
:.    so^   jrc'.\n  njs  the.i  triumphant  stories. 


1.    .    nt-;._is      -;.c=    aga.n,    =.a.-.  ara  '.-.alters. 

.ne    ii    icerstel  •   -^.i^i-ect  mg   yr.:5elf    to  a   hospital 
.ealt'.    -r.cjri:-.r    an^stnrsia.  iericus   medical 

■o-fr.t,    al"    to   n-ilc   sor.eone      -    •  •••e   never  even  met. 
who    .  -i-.'e    dene    exrctl;/   t.-.at .    '.•.-.•     '.^ould   anyone   want 
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to  ''.o   3uch  a  thing?  As  Fob  3rowr.  weaves  their  stories,  you  just  might 
uncirstand. 

HOE  z~Z'.':V.,    AEC  Kev/s :  !••  - -C--ovev"  The  r-jr.ns  are  coning  and  the  McManns  are 
v;ai;i".-T  fcr  then.  Th?  r.-i.ies  r.;.ve  r.ever  met  oefore,  but  they've  been 
ar.t icipatii'.g  this  nomer.-.  :cr  a  year  because  •lih^r.   Rhonda  Du.-.n  of  Roclcy  Mount, 
t:orth  Carolina  leaves  her  car,  L=s  McMann  of  Cape  Cod,  Massachusetts,  will  set 
eyes  for  t:-.e  first  tirne  on  the  person  who  saved  her  life. 

LES  Mc.yANJT:  Oh  my  god.  Cr.  I'm  crying  already. 

LES  McVAN!.':  Soy,  you're  just  like  I  pictured  you. 

?CCT7  3U!"::  How  are  yc-" 

~.HC::r'.  2U>.'":  I  couldr. 't  •-.'arr  to  --ret  her  and  her  children  and  to  just  know  that 
I  V  Ts  joir.7  to  be  a  car-  tf  their  lives  for  the  rest  of  tr.y  life  and  she  was 
filv.s"7  ooi:.  •  to  te  a  ta.  -  -f  nv  .ifs. 


r.ev  re  a^crsoia. 


rCH  r~t"M:  !"oic-i-over;  The  McMar.r.s  children,  Katie  and  Dar.ny,  were  next  in  line 
to  r.-    z   ?.:•.-:.,  a  ar.d  ::^~   l-.usband  Scott  and  to  thank  her  fcr  t.-ie  extraordinary  gift 
ti'.e  -  D  •..'-  •■.  nc'.v  have  .r.  coTTimcr.-  their  T.other  is  living  with  an  immune  system 
trsr..-  Inr.t  :  frcn  Rhcr.d:.  3-.;-n.  T;-.i3  strr-/  is  about  how  thsi-a  life  and  death  ties 
••ar?  .-uilt  ry  sci=ncr,  r  ,z    it's  ^Isc  acf^t  -j'-eryone  who's  '-.ad  a  feeling  in  a 
cri  ;:  ■  t.-st  someone  ur.!-::  "■.•.■■.■.  was  .~okinr  cut  for  the~. 

IE;  :•■.■'.*.:::.■:  vy  dcctcv  :■  .i  /ou'r-;  severely  aner.ic  and  they  said,  you  know,  have 
■•c:  i  ■■;:•.  z   zzy?   Hive  -j  r.:^z   a  cr=at  weight  loss?  Have  ycu  r.ad  night  sweats?  And 
Z    7  •..■• :  sai  r.o   to  aii  ci  the  acc.e. 

rC'  T  t'.'":  ■••oice-cver'  Hetause  s'l-.s   had  suffered  no  outwar-:  symptoms,  Les  McMann 
:  r.'J.        ■•  r.v  -      :id  Z~r.   w^r-:  c:rr.plet-i_y  unprepared  for  the  diagnosis  she  received. 

■led  to  find  cut  that  my  wife  was  diagnosed  with 
■.t  leuke-ia  was  that  you  die  fro.-  leuke.nia. 

■-:■=-•  only  cnante  cf  overcoming  the  leukenia,  a  cancer  of 
'  cn-.e  -.arrow  transplant.  But  no  on-s  in  her  immediate 
zz..   as  i  .ioncr.  Instead,  th*/  had  ■; :  hope  that  a  donor 
•  or.  3  liJi  cf  nearly  f.;c  million  "'jlunteers . 

waits:;  and  we  prayed  a  lot  and  hoped  a  l;t  and,  you  know,  it 
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;  :tr  Ts  :  •.-.as  praying  .or   my  children 
.-.■»- i-d  :--  y-u  knwW.  ar.  ;  :  knew  that  I 
e  --.irg  "o  f.:-.d  a  doner   I  knew  we  were. 

.■i:."''a:.ns  pray-:::  for  a  r..--.  .:.  m  Rocky  Mount, 
.vas  :  ust  !-■=::  i;-.nir.g  .lei  v  reer  as  a  high  school 
-all-=d.  E:.ccuraaed  fav  a  -other  she 
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re-etrbers  as   caring  and  rc.r.passi  ;r.ace,  Rhonda  Dunn  responded  to- a  drive  to  sign 
ip  ocr.e  mav?-cw  dcnors.  Vjlur.teer^ng  involves  only  a  blood  -2st  so  the  donor  can 
1-2  typed.  1  .-.t  if  a  mater,  is  made,  donating  the  marrow  rec'-iires  minor  surgery  amd 
in  her  IS   v^ars,  Rhonda  had  never  seen  the  inside  of  a  hospital. 

.^.HOMTA  DUT"':  I  don't  z::.:-.k    I   ever  got  r.oticed  until  I  wali-:ed  into  the  hospital 
t.hnt  day  and  I  realized  -hc-t  I  had  never  been  m  a  hospital  before  and  the  Red 
Cross  ccordir.ators,  I  roald  see  w-;re  worried,  because  you  can  back  out  at  any 
tire  and  I  can  remerrcei  locking  over  at  them  and  saying  I't.-  don't  worry.  I'm 
c-omg  to  g'st  through  it.  I'm  fine.  I'm  just  a  little  scared,  but  I'm  going  to  be 


rc.  E?OWI:  'voice-ever!  ns.-e's  .'.;■.'  the  process  works.  T.his  footage  was  supplied 
;■/  t;.:-  r'sti'i-.al  :'arrc:j   r_r.:r  Frc-'var..  Tr.e  donor  is  placed  -...".der  an  anesthetic 
.■ -.d  t -e  -na'  -w  is  then  .5::cr3cted  -.hrouc.-.  a  neeale  and  syr-.-.ge  from  the  back  of 
z..'.~   r   .l"is.  7he  match  v/.tr.  a  recipisiit  r.ust  be  closer  eve.-,  t.han  the  match  for 
i.errt  or  l.-jr  transclr.'.-.s  ber.=i  .  =e  tr.'?  marrcw  carries  wi;;.  it  t.he  immune  system 
:r.~.   ti-e  dc-  "tion  is  tir.--::  -.z   co:.:riG-5  v.'itn  tl-.e  careful  preparation  of  the 
:  e-ir  •  er.t . 

11."  rv-"'A:i;:;  You  under?-,  ■.::-    two  -jays  of  chemotnerapy  and  t.-.en  the  four  days  of 
rTrioiic.n.  "o  by  that  ti-=,  v'o-'--  feslmg  pretty  bad. 

ro~  c~C'.'*I:   "oice-cver:  =.ecipient-=  ana  donors  aren't  allowed  to  know  each 
r-:er  7  n="  -  fnv  at  1-:-:  ?t  a  ye?  •  sc  r.-.e  results  of  t.he  ti-ansplant  can  run 

rVTMr  ?'".'' :    1   had  fi"e  ti.-.y  scars  o::  rr.y   lower  back  that  t'.-.ay  should  fade  in 

r"-  :~y.::J:     'vcice-over'  .-ui  R'r.or.zs    immediately  sent  a  noto  to  her  recipient 
;.".iour.  t.-.v  .-.ed  Cross.  .-..rM.-.c  .t  ar.on/nc  jsiy . 

r"'c:Jr  .  Z"V.:'.:    I  'r.'r:^    t:  .  ^a;  frcr  .-O'.;  seen.  Lcve,  your  done.  . 

"  C;E  E"T"*I:   ■•cic^ -ov-:r'  r.i-:  was  ->c;;  a-  £c::crl  teachi.-.c  w_-.'.out  missing  a  beat, 

'  "/.CH' "  :  ?   -da  is  trul/  a  hero  r:;  us  and  we're  ver-/  proud  and  -ve  love  her  very 

'■  ^=  E"?'..'>r:  ;voice-ov=r.  .-lev  scnc.:.  t.;of.  up  a  collection  tc  ouy  a  young  sapling 
r  pi--.t  in  -er  yard,  ".r.^nda  get  ner  first  letter  from  her  anonymous  recipient 
ic  s"  .-eg-.:-,  a  s-sries  ;:  ex:.ia;'.f-=  . 

r  'C^r.'-.  Z'J:'.".:    =y  t:-.e  v..=\v.  -.v-.en  :  -ct  your  first  letter,  I  ciied.  Scott  couldn't 
■  ".cer'"t."nc   ■•  ov-;rwhrl~:;:=  e!T'.cti::~.s,  'o\^-.   w,-.en  I  read  it,  -z    xade  you  seem  real, 

:  ~.2  yc'":r.'       'e  r--<ll  ■■  ■:-.■  ■^-   ii  i    ;  .i-ndj.-.ip  cvev  t.he  year  .:  d  we  found  we're  both 

:.-c:-.r   ,-    -he'  :  t  :■  -rui-.gest  :.  t.-.ree  ar.d  I '  t.  the  younu-st  of  three  and  she 
-  ^.''t  :.  •  r    ;us-.  lci.=  :  -  :r"  er. 

'''c::r\   T'J::'.-  yy  -cm  ::;  .z~    r.a-.~    .z    i.-.i  rug.:  tn'=:  surcery.  ^..^  passed  away  June 
;  '.£t.  Z    rj'-t  t'll  '■"■   t.  .-vr":  '.    ;'..iv-  fe.t.  ^'v  mo-,  was  i.so  nv  best  friend. 


94 

PAGE    S9 
2C/20  'AjC; ,  Canuary  12,  1S96 

LSS  McVJ^lN:  1%   frienc  sr.r:  I  lose  -.v  ncm  six  mcnrhs  prior  to  my  diagnosis.  So  I 
could  really  undarstanc  icv.  she  :elt. 

FHONDA  DUTI!':  I  always  f'jlc  chat  I  would  be  called  and  whe:-.  I  was  being  tesced 
:or  you,  I  >:ind  cf  felt  .ieep  dov.T.  that  I  was  going  to  be  /cur  match.  I'm  so  glad 
that  I  was.  lieing  a  donor  has  really  changed  my  life. 

LiS  McVANN:  June  3rd  is  your  birthday  and  you're  turning  what,  26? 

F.HONDA  DUI.TI:  Twenty- s i:: . 

Li£  Mc.''.-.NN:  Gosh. 

rOE  Er.C'.'M:  [voice-over]  In  April  of  1S95,  we  brought  the  Dunns  with  us  to 
r'.assach-.'.se-;?;  so  they  srci  tiie  Mci'.anns  cculd  finally  meet  after  the  first  year  of 
the  tr--=-" --.t  h.Ti  pa==v'i  snd  pr-:"eG  a  -juccess.  There  were  the  initial  exchamges 
ci   gi:'-  -    -orsrcte.  a  c.ik-r,  sn;a_l  things  of  necessity  to  ucicnowledge  that  what 
r.l'.cnc-   ic.   he  r.id  e"pft.rt:.ng  nct.~.ing  :n   return. 

F"CNr.'<  ■'.'*■■:  I  touched  "rer  life  and  she  touched  mine  also.  I  think  I'm  a  better 
rerscr.  .  ec.  ■,:?;»  of  it.  .'^;-.3  irade  ne  realize  how  special  life  was. 

FOB  BFC'-r:::  [vcice-cv?'-'  "n  the  c-:rse  r:  a  year,  we  brour.".-.  together  another 
rionor  .^r-.d  r-rripient.   :.■  o-r.tir.uii  t.-.=  =tory  t;:3t  the  Dunr.-  and  the  McManns  had 
tegun  i-r  ..: .  Sob  ar.::  I  •a   De-  •  .n  isr:]  already  had  gone  through  a  long  and 
;■  ;art-".-enjhing  ;:roc=JS  of  r.eei.L::-g   a  bor.e  narrow  transplant  for  their  daughter. 
'.  -.en  t:-.-t  -^"-eri-jnce  T.otivated  t.:;m  to  7oin  the  list  as  donors,  what  happened 
!  -y.t   -a    tch  that  difi-rd  th-;  .aws  :f  o.".anc^ . 

r~3  ?■   ■%*■•  "ou  right  o.-.l  it  fat^  or.  you  knov/,  a  higher  vlan.  Maybe  god  had 
t.iis  ;  -  .:  .c.-  us  all  rilor-.g,  you  know,  you  can't  really  ever  know. 

r'.z   zyZ'".!:     '."cice-ov-vi-'  Th-r  Dsr.ya/.s   and  their  two  children,  Kelsey  and  Ryan, 
live  :::  Yo'.x.^stown,  Cr.i'. .  Their  r.rst  aaughter  Taylor-.^.n.  [sp?]  was  a  Down's 
5vnd:--T»  c:-.:.ld  who  airr  -.a-i  tc  c-.tls  Z  ;uker.ia  from  the  t:.-e  of  her  birth.  When 
r-.e  r-rnt.he-i  the  r.ge  .-:  •  .•: .  nor-  irgenr  ly  .-.e=d.ng  a  bone  -.r.rrow  transplant,  the 
:  2-y-:-.=  in .;  ■•■-asinrl\  .■..•.-i-d  t.-..=.-.  .'.o  o.-.-.-  in  t.h^rir  imnediai  j  family  was  a  match. 
;.  driv=  tc  .^--ek  donorj  v..'.s  follov.'-id  by  t.he  local  media,  but  the  breakthrough 
!•■--;  from  ?--rse-s. 

r '.T  .?■■.~■■A^    :  [Trom  n-iv.'.-=  clip!  Zr.z   3em-.ans  weie  just  tela  that  a  full  match 

'  Ti   P    :.':  ■  voic'i-ov.sr;  Th-r  bsn?  -arrow  was  flown  to  t.he  C.3.  and  local 
:  f.i- . .- -se:--  helt-?d  p.=  -'  -.'--   De---r..s  exv:-;nses  t-  S-;attle.  '/-are  t.he  transplant 
-  t  visi-    ■  ■■   and  th-r   •■•.•.•;.n.-;  cv  t  .n  =>  -  ~ng  w^i"  for  result.-. 

:■"■=:"  TZ"::".:    Av.d  :     d  .-ea.  ...ro  ;-.  -  t-  .r-.  in  front   :  her,  because  I 
■■.:■-.■     -    I   :.teo  .-.ei  ■  :  .  .n  s  to  .r  r.s  :_rr..-.l  .i.-=  oossible  .'  r  h=r  and  I  thought 

•  f 5 .  -  ■".  3:-'.e*r  -:-.  :  .  let  ■.  t==r  lal.  sni  sne  put  h-!i  head  up  and  she 
•  .;  -'   ••  t     r»n   ;<i?--.-:  r.v  oh;:--.  3:;d  r  ,t  ;:er  r'.ead  down  li!-.e  she  was  taking  care 
■■  '.   ■■•■-.      r.'         -t'.  sc- -t.'.  .;•."  th3-.-  I  :--=..:.  I  "  .st  thin.-;  sr.e      ndaistood  that  we 
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FOB  ERCV.'M:  (voice-over]  But  afcer  two  n-.onchs  of  seemingly  good  results,  the 
car.cer  retvirr.ed.  The  hone  irarrow  trar.sp.ar.t  had  failed. 

TErBIE  CEMV."-!:  And  I  crawled  in  .;ed  anc  I  picked  her  up  ana  I  held  her  and  she 
cpened  her  eyes  one  las.  ti:ne  ar.i  looked  ac  re  and  I  shoo.-;  my  head  yea  and  she 
lock  ner  last  breath  jnd  i;  was  like  s.-.e  waiting  for  me  tc  say  I'd   be  all  right. 

EOB  EP.C.'JI:  [voice-over]  Taylor-A.-.n  died  in  1991,  just  before  her  fourth 
birthday.  Tebbie  Demyan.  who  teacnes  early  childhood  development,  and  Bob,  a 
postal  earner,  returned  tc  their  daily  routines,  happy  to  nave  two  healthy 
children,  .•..-..-ays  knowing  that  Taylor-Ann  would  hold  her  p»ace  i.n  t.heir  family, 
as  well.  E.--;-.  Bob  and  ^Jocbie  signed  up  for  tns  bone  marrcw  registry  as  donors, 
<- nri  it  'vas  ::b  who  get  the  call  tnat  he  was  a  potential  match  for  a  recipient. 
The  resi  c:  tne  news  exceeoed  his  hcpes . 

rC"  V~''.'{\":    They  told  j.=  t;:at  it  was  gcmg  tc  ce  for  a  little  girl. 

rc~  ?~.r'.:N':   -.d  it  wa-  --.i-ittly  :■   ;cinr ide.-.ce  that  it  wen--  to  a  little  girl? 

rC3  r~r'V.-..V :  Ves.  As  =;■::;  as  I  hu;;g  up  the  phcne,  I  just  .hsc:  this  sense  of  relief 

.- n  ":  L-r-".e  its  emoti-nal,  actually,  a.-.d  sorenow  1  ki.nd  c:  knew  t.iere  was  going 

-c  be  t  e-  see~ed  li::e  there  was  a  reason  for  everyt.hi-.:  t.hst  happened.  I 

■.'r.:.r.'.-    Z    re  zar   sayi.-.-:  the  wore  finally,  like  finally  tne.e's  a  good  reason  why 

'.-ylc.-   1-  It'=  li'-'e  :-r.e  died  =i;-'.d  anct.-.er  person  lives. 

r?"  ?■'■      '■:       ■oic'?- tver]  Th-f  bone  -.arrtv;  traveled  from  Your.::3town,  Ohio  to 
.-urre-,  ^rit-sh  Cclu-.m   .??*!  i-  a  g.i-l  v.'h^  had  errigrate-.  wit.-,  her  family  to 
'.  i-  s'-   :rc-   •Dmb,^y,  lr.-j.-\.    Siie  .:  Valerie  riatareth,  [sp?;  t.-.e  daughter  of  Trever 

sc?;  sri  C-rili.i  Xarauth   !sp:   Her  r.ass  ?.t  ."laple  Greer.  Elementary  School 
(h:oricled  "nlerie's  fi-!;-.t  -vitn  -eu/;etr.i3 .  She  was  hospita.-ted  at  the  age  of  10 
:cr  c.'.e-ct.-.  lapy  and  ■■■■■::v:   '..er  ti;;iiticr.  had  grown  so  bad  i.:at  doctors  considered 
:r""e9'.:"g  ■  ■  hones  cf  ->  marrow  transplant,  the  searc.-.  for  a  dcnor  produced  the 
:  ■c;..   :'.--   e  ot:'.er  t.:ir.g,  matr;-.-^s  are  most  likely  to  be  -ace  cetween  donors 
;  ;".  .  r:r.-;i    5  :.-t.  zr.-t    la-e  i"s  ;■...!  tr  rth.-.ir  cackgrcur.ds   Valerie's  marrow,  her 
;  -.:e:.:  ■  ;■:    tcl::,  -h'^.-.  ,  t   trrr  u  'v.iite  .^ir-er i;an  from  tn-  -nidwesc. 


■  .-.ere  ytu  i.e  £tai"...r  st  -any  -cntments  acs.t  and  yet  somehow 
T.atch  c;-.-e  uo . 


-cv-iv   .^.-.i  the  -ii-arl-t   aft-r  s  year  r.sc    lassei.  was  still 
t  Ze-  -.:.  ;:ec3-':  :.  rare  to  t.-.e  .Vatareths  Ard  t.-.eir  friends  after 
•;s  .-.  .■.••.■stond^n:.  - ,  int  o.-.  Setts-ber  2Eth   1595.  t.he  Demyans  set 
-»,_,,....,  _,  Yantt  .ver ,  ;;ot  on..'  to  meet  Vr.lerie.  but  also  to 
5  ?=.■-:.;=  rf  •.■.'■.•.  t..ei.  c-.;n  e.'.perience  h.  ;  taught  them. 

still  . M:--.  ai:     t:-.e  ;onor  t.-.at  gave  tc  Tayltr  and  I  pray  for 
.=\t  .■.■.-   .  r.vir.j   v.-n;  :rf -.1  c-essed  life  .ecause  of  wnat  she- 

;; 't  •.  ■■    ::£-  ■   :-i^l  Tnat  .-.ly.  :  icn't  .  ,nt  t.-.em  to  be 
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ir.riebtsd  Co  i;s,  Co  feel  incebceu  -.o  js.  you  kr.ow,  because  ".his  isn't  something 
\-'i   did  for  cl.ic  reascr. .  This  is  s"nechi:.g  we  did  because  >  ?  had  to  do  it. 

rC3  DF"'VA!::  That's  right.  Hi  Valerie   How  you  doing,  honey"  I'm  so  happy  to  see 
y-DU.  V-':  l^'o':  more  beauciful  in  person  than  che  pictures. 

C£CILI."v  MAr.'.7.ETH:  We  just  want  to  than:',  you. 

EC3  DE''!Y.VI:  You're  so  welcome.  You're  welcome.  I'm  so  happy  to  help. 

EC3  BF.CV.'M:  [voice-over]  It  was  -rxcepticnal  enough  that  a  natch  was  made,  more  so 
c:-.at,  as  cr.-r.ce  turned  out,  a  firmly  chat  had  lost  a  child  saved  a  child,  that 
r..-.i3  f.-chei"  from  Your.gstown  and  this  daughter  from  Bombay  had  overcome  so  many 
r  ;::s.  ."  pr lately  enough,  the  r.s.xt  d2y  v;as  Valeria's  12i/.  birthday. 

T"',   T'^""A*'-  Z    feel  cr-sac.  I  mean  ihis  r.as  been  a  wonderfu.  e.xperience.  Valerie's 
;  '/ecty   ::■•.   ut  I  knc:-  I  chink  I  know  now  she  felt,  thouc;.-. . 

r?5  EF"'":  '"oice-cver"  .\rcund  Va-erie's  neck  hung  a  small  charm  chat  the 
r=nyar.-7  ;-.3-i  rent  wit.-.  r;-.e  shipment  tnat  included  her  bone  m.arrow.  'Someone  very 
.--^ci--.'- '  ,  It  read.  Xipl  =  G'"ee:-.  ri-ementsvy  School,  where  Vc-,lerie  is  back  in 
clr.ss,  ..oulir.'t  let  ?t..     "eryan  ■. -riurn  zz   Ycungstown  wichc  ;r.  a  visit  and  a  photo. 
;.i  f  ii.-T  ,  ill  the  pe:  cl-  w-  r-.et  -:.y  se--  to  l;ave  been  301. .-:d  b'..-  fate-  the 
:  z'.'.ar.r.'   an  i  -.he  Tunn^ .  :-.::d  the  ."i-yar.s  c.ad  the  iJazareths,  -ecause  at  any  given 
-.-=.     ■  trr  ■•  --7  tj  Z:.~     ::.ZLzr.ai    :.-iriJw  lonor  Program,  arcjr.d  2.300  active 

r  ■■•  rc; ei:-.7  c'-'.-sizz-.i   zc    f  ..no  a  .atrh  ar.;cnc  nearly  .-..'s  rillion  names.  But 

.'  ;:-eti   =    ■' i   Cits  i"i  i'U'.i  cr--;_t  rti  what  people  have  :.ne. 

be  wonderful,  can't  they  Bob?  It  seems  chese  people  are 
.r  relationship,  I  suppose. 

;■/  certair.ly  have  since  they've  met.  Rhonda  and  Les  talk 
■.;;le  rf  wee.-:3.  T.".ey' ve  exchanged  Chviscmas  gifts  and 
:■:   a  drive  .n  -.er  .".o-et:wn  to  recru^r.  ct.-.er  bone  marrow 
:-d  c-.e  ;:.-.:aret--.  - ,  as  v,ell,  have  c  r.ti.nued  to  correspond. 

-  it  al  Ty~  a  aood  ..:es  f:.  zr.e   pjocle  tc  me-.-'  ? 

11  t-.at  :£  r.l-..ays  h    \:z:r.z    .-.or-.T  .aismg  caca..-;e  before  these 

pl".te,  i;-.-^y  need  ti  oe  seiiously  considered  ^y   a.x  parties  for  the 
ticr.-il  cor.sequences .  if  there  are  any,  and  f.^r  the  understanding 
5  n-;  cblionticns  ir.  t.-.is  process.  It's  done  j-rictly  from  the  heart 

: '  ve  a  I/.- ,-■.■'-■  -.d-ire-  .:-.:_-d  ^rnris   o_t  chese  s  v-n  even  more  giving. 

'~S :  3ee ,  •:...-.t  .-/as  :...-=.  B  .. .  Well  nexc  -f  ■_■■.:    hate  the  thought  of 
■<i,    -:\:~     --u  io.-.'-  -a--e  -.  -  .  Z- .    Titoc-.v  Jo.".r..ron  has  a  medical 
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r"jH  r?w:s :  well  worU  iJ  srreadi;-.g,  and  so  is  che  excicemor.c.  A  medical 
'.-■-••eai'.'.-i-ouKh  is  revolut_:ni;inc  c.-.e  treacraenc  of  nearsighted  vision.  Tonight, 
^r.  Tiroth'/  Johnson  '..ill  sr.ow  you  how  it's  done.  You'll  fc-i  amazed  at  what 
r..:var.r=i  cecr.nolcgy  ^nd  skiilea  .-.ands  can  achieve,  and  sone  day  soon,  your 
c-=cccr  nay  <??.y  throw  aw.iy  your  classes. 

rr.  Tr"CTHV  JOHNSON,  ABC  News  Medical  Editor:  [voice-over!  They've  made  them 
l-^ttei'  lo- '.ing,  rore  stylis."..  wi-.n  differer.t  colors  and  ir.'erestmg  shapes.  They 
c-":ll  '.:s  th:'/  are  even  ycuthful,  sporty,  sexy.  3ut  no  matc-ar  what  they  do  to  the 
frame--,  z--.\-   are  still  glasses,  and  for  millions  of  Americans,  they  are  a  royal 
r  -I  in . 

:rz   £Vr~I,.-.SS  WEARER:  if  they  dor. '  t  fit  jver  your  ear  tightlv  enouah,  then 
t/.-y  1-  slip  cff  . 


■  ■>    f -T-:-  ;  .-- 


■.'H:a.".SR:  I'~  ccr.star.t_/  scratc.Tir.g  them.  Xeecir.g  them  clean  is  a 


J -d  r   \.:'~   ■■^AF"R:  '.-.'-?-  It  rai:-.=  en  ycur  glasses,  it's  .-.  prociem. 

-■;i  r    ••  ■  ■.•E.\P.-R:  T.-.jy  brea/-.  -ften. 

<■  I  r   ~1.">  i  '.I'EARiR:  '.'.y   rat  stet=  sr.  t.-.-sm. 


:ne  cornea, 
the  back  part 


■  JOHNSON:  [vcci-cvei .  Most  vcur.ger  Americans  :;^ed  classes  or  contact 
•.•.s-5  they  f.r-r  r.5a.-si^  .tid.  tr.it  is,  they  can't  r3cus  on  objects  at  a 
ire's  wny.  ::-iT.c.-ly  t.-.e  front  curved  part  of  t.-.'^  eye, 
:v.i  liv-!:-'.t  ■.-.■av^a  csmmg  i.".  so  they  focus  on  t.ie  V2tina, 
-•Tt  .-end-  li.~ht  signals  tc  t.he  brai.n.  Nearsicr.tedness  occurs  when 
: " rus  in  trcnt  cf  tne  letina  Glasses  or  ccnta-ts  bring  that  focus 
■1.  "  '.t  v'h't  5i:out  z  f'et.iir.g  ct.-.er  t.han  class^-;-  or  contacts  to 
.-.zk:.':    In  l.-"3,  thi=  ?.u  =  3i?..-.  dccttr  mtroouce--  the  first  surgical 
-:li'  ■-.nste  tlasses  fcr  r.earsigr.teaness .  It  is  called  radial 
::  for  shf.-t.  and  it  -vas  first  done  m  this  cc_ntry  m  1978.  RK 
-ting  fou:-  r  -  ai  :ht  i:. -isicnj  m  the  cornea  li;-:  spc.<es  in  a  wheel, 
nsions  h-:i-   tr-z  ct;  .;-:3  fl.-.tens,  causing  lesi=  oe.ncmg  of  light 
-e  ?.K  all  ■,■..■■:•  .c-t  ce — e  tc  ihrc-^  away  t.-.eir  g. asses,  millions  m 
•y  ::3v-:  ha';  .:    d.:.=  .  ::..t  -an-.,  millions  mere  werr  wait.ng  for  something 
:  f-.r  r-ar.y,  L...->t  scr.=  t:-.ing  is  the  laser. 

'''os~~:\]    l,o.-t  Crtccer,  after  seven  years  of  study.  Summit  Technology 
■:s;. c;:usetts  becar.e  tne  first  cc-pany  to  win  ~0.\  approval  for  the 
■er  to  treat  nearsi  j.nted.ness .  T.'-.e  ;u~mit  las-:,  is  already  in  use  at 
te:.  ■?  a:  d  t!;e  prec-.-titns  are  that  tne  laser  ■■ill  ce  six  times  more 

The  las-r  -;:-c^-:durT:  .s  :a .  .ed  ph.:tcreiractivr;  -ceratctomy  or  PRK  for 
••rlvrc  u..=  i:.-'  n    :cr.r ..t-nr -  gu.  .led  .^=er  to  caret. .".Iv  reshaoe  the  front 


.•ei -■.-•.■:  .t  errp.rys  a  .aser,  .:.icn  is  a  very 
sss-ii-.ti.Hlly  rcccti:  surgery.  .".:e  surgeon  only  has  to 
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rr.  CirRGE  V.'ARING:  Ti-.e  ccns  of  ?RK  are  ;hac  cha  recovery  .s  slew,  it  takes  a 
(.•;•?!«  irr  ;l'e  vision  -o  come  bac>;  and  there's  some  pain  af-=rvards.  The  other  con 
i=  th."*;  tl'.i   procedur-=!  t<\/:es  abci.-  a  /ear  to  s-»ttle  down,  sc  Che  final  outcome 
isn't  know:',  for  sone-.ho re  betwer:.-  si."-:  ar.d  12  r.ont.-.s. 

rr.  Ti;-'.CTHY  JOHNSON:  [vcice-overl  But  ir.any  patients  who  were  hesitant  about  RK 
r.r:parer;tly  believe  t:.e  laser  is  the  answer.  Susie  Patton  Isp?l  has  come  to  UCLA 
f.2dical  Cer.ter  to  see  Cr.  Robert  Maloney,  [sp?]  who  does  15  PRK  procedures  a 
veek.  Althc'jrrh  he  had  done  it  earlier.  Dr.  Maloney,  for  cur  cameras,  repeats  her 
-isior.  test.  She  can  only  read  the  first  two  lines.  Then  Susie  is  prepared  for 
t.:2  laser.  S'.-.e  gets  redicine  to  r.'itr^   tr.e   eye  and  eliminate  pain.  Dr.  Maloney 
t;:en  c-,:zs  in  a  retainer  to  hold  the  eyelids  m  place  so  Susie  doesn't  blink. 
.'■-••<t,   .e  a-f,:ally  certs  the  laser  sc  Susie  knows  what  it  looks  and  sounds  like. 

rr.  R'^~~?.T  "'lOMEY,  VCL'i   Medical  Tenter:  Look  right  at  the  green  light  and  here 
'.  ■-  go  ■  :z\:   .-  :-ractic-?.  :t's  a  biz   oi  a  surprise,  but  it  dc-ssn't  hurt  at  all. 

rr.  TI''C~:':'  JOHNSON:  ivcic=-over   ri.-.a-_y,  m  a  matter  of  seconds,  it's  over. 

7:.    R'r~"T  "MCNr.V:  .ery  nite.  i  ig.".t  at  the  green  light.  I-erfect.  You're  all 

."'.-.  t:'""?::.'  .""H:!""*::  [••-■Ice-ove;  "  '.:^::,    rr.  :-:alrney  checks  -usi-r's  vision.  Not 
(  :  ly     '■■'■-•  re;-:  r/^  -_-p  twc  1-nej,  -..e  ca.n  .-.ov;  read  do-..;,  all  the  way  to  the 

C-----T  •  ■--•■•:    T   hr.ev  th'vt  t.-.e  fir^t  ti-2  Z   cc-ild   only  rear,  the  top  two  lines  and 
•  en  ■   -  ;  :  -teot  rroi;-.-  .;cwn  1 '  r.  li.<e  zr..    t.iu  is  amazmc,  -.-ou  know,  that  I  can 
i-;3ll  ■  r-re. 

?■--.    ZZy'.Zr.''   JJ^HMSCN':  [vjice-ovev,  However,  Dr.  Waring  and  a  few  others  are 
---■per: --nti:-~  wit;-,  c.  ;-.e:;  -/ersion  cf  las-r  surgery  called  Issik,  in  which  the 
:  rg-3  .  :i^  .  -■.:-.5  a.fl-ic  from  t.ne  cor:;aa,  which  can  then  be  put  back  in  place 
.-Iter  .-=--  :■  T-:::' oin- .■  This  flap  ;.3sten.=;  healing  and  redures  pain,  but  the 
;  tee   -^     ir  -  r-r=  .-urgics-  .=.-:ill  and  t;.^  flap  can  pi  :;duce  complications, 
ch     --.    -It;.,  r ;  .■>  r.:;prtval  -s   az    least  a  '.'ear  away. 

,  Ti.T. .  Joining  us  now  frcm  3oston  is  Dr. 
ccdy  -.vho's  nearsighted  ac  this? 

to  qualif-/  for  t.he  two  procedures  now 
c-2   ai  least  ;i,  you  hav^  co  have  relatively 
ta;-.' t  be  c.-.anging.  Ycu  ...v/e  "o  be  free  of 
ir-por-.a.nt-y ,  they  are  at:::rcvsd  only  for  mild 

■/tu  I'.ave  very  severe  ne^rsig-ntedness,  these 
~:-.^    l-.sik  pr-^cedure,  by  -he  -/.ay,  may  be 
e  ;-e?.;.-signt'dness .  Atcu;.  30  ir  90  percent  of 
c-.-il-fv  fcr  one  of  thes-  two  crocedures. 
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laser  procicure.  bec::-^se  ic's  gc.r.g  :.o  oe  available  and  irs  standardized,  they 
r-.ighc  vane  10  wai;  ur.'^il  this  new  one  cnac  we  ]usc  descrii;ed  quickly  ac  Che  end 
is  availahlr.  I  woul'i  say  it's  ir.rorcanz  Co  go  co  a  doccor  who  can  do  more  Chan 
;usc  c:-,-2  f--2  of  procedure .  who  can  decide  wnich  one  is  b^sc  for  you. 

".\RBAP..\  W.'..~~?.S:    nnd   no  down  side,  no  danger? 

rr.  TZVCTHV  JCHNS3N:  Well  chere's  a  slight  risk  of  a  punci-ire  or  someching. 
Thac's  extremely  rar-? .  The  big  risk  is  chat  ycu  may  have  ;o  have  anocher 
procedure  if  Che  vision  isn'c  ccrreccec  enoucn,  or  che  ccrreccion  may  go  coo  far 
nnd  ycu  may  have  co  ■-.■■i^r   glasses  fcr  c:mc  reason.  3uc  tios^  people  are  very 
sacisiiei. 

"AP.BAF'-.  '..'A1T~.?.S :  ''ell,  as  someone  wno's  worn  glasses  and  concacc  lenses,  I  just 
c.-.m;-:  -C'-r  -  -sclv.cely  ar.azmg.  We'll  be  right  back.  Thank  /cu,  Tim. 

iCcmnevci.'^  1  :raa!-:" 

■rJGH  r"'"^:    '.'acc!-.  Mi.-hclme  afcer  your  Iccal  news  conignc  wich  a  reporc  on  snow, 
r.-.d  c:  -  1:  lt/;c  fcr  ccr.ichc.  V.'e  c.-ank  you  for  ;cing  us. 

r".?.2.-.r"  ■■.2-.'_T~~.3 :  P.er-r'Tibcr ,  we're  1.".  couTh,  so  vou  be  m  ccuc.-..  I'm  Barbara 
■/alee:-. 

VJZH  z:::::s:   ;-..-.d  :'-.  -u=:r  d^-^.s  . 

■■>A2'.r'  :.'".    -? :  :  r.c.    fcr  all  of  us  ac  ;:/20,  good  r.ig.-.c  . 

Th-r  -reT-- -ir.g  cexc  has  been  professionally  cranscribed.   However,  aichough 
Che  c-  ■  :  ;  ■  -o-i".  c:'.-cked  acair.sc  an  auiio  crack,  in  order  co  ~.eec  rigid 
(istr:   C1-:  r.r.'i   crar.jr'ic  sicn  deadli.-.es   ic  has  noc  yec  tt-^n   proofread  against 
•■ideoc  ■>!- . 
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SCIIEDLTLE  OF  MACK  MCLARTY 

THURSDAY,  MAY  6,  1993 

Draft  (05/06/93  9:08  am) 

NOTE;  Tom  Brokaw  will  follow  ihe  President  all  day. 


Craig~Kirby: 
COS  OSfice 


Pager  202/395-6661   ^4145  Cellular  202/365-2756 
202/456-6797  (Marilyn  Home  703/998-5635) 
Karen  sii^bay   Pager  202/395-6661  #4232  Home  703/276-8212 


7:43  am 
8:15  am 


8:15  a 
9:00'-am 


NOTE:  Erskine  Bowles  &  his  family  will 
stopping  in  very  briefly  to  say  hello  some 
McNey  205-6702/Beeper  605-7078. 

n 

9:00lan\ 
9:15iamV 


ae  touring  the  West  Wing  and  will  be 
'ime  around  8:45-9:00  am.    Contact:  Susan 


012334 
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PAGE     5 
1ST  STORY  oC  Level  1  prin-ed  in  FULL  formac. 

CopyrighC  1993  News  World  Communicacions,  Inc. 
The  Washingcon  Times 

July  9,    1993,  Friday,  Final  Edition 

SECTION:  Part  A;  Pg.  Al 

LENGTH:  1046  words 

HEADLINE:  GOP  says  Thomason  may  have  broken  law 

BYLINE:  Paul  Bedard;  THE  WASHINGTON  TIMES 

BODY: 

House  and  Senate  GOP  leaders  are  investigating  whether  President  Clinton's 
Hollywood  pal  Harr>-  Thomason  used  his  quasi-federal-officer  status  to  steer 
White  House  travel  business  to  his  company  in  violation  of  federal  law. 

In  a  growing  partisan  war  between  congressional  Republicauis  and  the  White 
House,  GOP  leaders  are  building  the  case  t.hac  Mr.   Thomason  held  an  official 
position  in  the  early  Clinton  White  House  and  violated  a  federal  law  banning 
federal  officers  from  steering  govemment  work  to  firms  they  have  an  interest 
in. 

Congressional  Republicans  are  focusing  on  Mr.   Thomason' s  job  as  a  director 
of  the  Inaugural  Ccrvnittee  and  his  role  as  a  "presidential  adviser*  who  held  an 
exclusive  all-points  White  House  pass  and  was  given  office  space  and  a  secretary 
during  the  first  ncr.th  of  the  Clinton  administration. 

The  Republicans  Claim  that  Mr.   Thomason,  co-producer  of  the  CBS  sitcoms 
'Evening  Shade*  and  'Designing  Women, '  was  essentially  an  administration  officer 
because  he  had  the  pass  and  office  rights  of  a  top  Clinton  'adviser.* 

A  July  2  White  House  probe  of  the  "Traveigate"  scandal  reported  that  Mr. 
Thomason  sought  to  steer  white  House  travel  office  business  to  a  company  in 
which  he  is  part  owrer  -  Thomason,  Richland  &  Martens,  a  small  aviation  firm. 

'You  can  make  a  Strang  case  that  he  was  a  special  employee  .  .  .  who  took 
actions  that  would  ter.ef it  him, "  said  a  congressional  Republican  leadership 
aide. 

'He  seemed  to  b-^    a  de  facto  employee  si.ice  he  had  a  pass.   He  had  a 
quasi-official  status,"  said  Rep.   William  dinger  Jr.   of  Pennsylvania,  the  top 
Republican  on  the  Hruse  Govemment  Operations  Commiwtae. 

White  House  spc>cr:sman  Arthur  Jones  said  yesterday  that  Mr.   Thomason  never 
held  any  official  status  at  the  White  Hcuse .   'He's  not  a  federal  employee.   .  . 
.  He's  just  a  friar.'."  he  said. 

But  the  White  Hruse  travel  office  leport  written  by  Chief  of  Staff  Thomas  F. 
'Mack'  McLarty  said  'r.  Tl-.omason  haa  -  "special  assignment"  in  the  White  House 
during  the  first  -d^-z.-.s   of  the  admir.ist;-atio- . 
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Mr.   dinger  re:ected  Mr.   Jones'  characcerizacion,  charging  that  the  White 
House  was  twisting  federal  rules  to  give  Mr.   Thomason  an  escape  from  federal 
conflict-of-interest  laws,  such  as  Section  208  of  the  Federal  Code. 

"It  suggests  a  very  cavalier  attitude  toward  governance  and  suggests  that 
the  White  House  approach  is  'since  we  are  in   command,  we  can  do  anything  we  want 
regardless  of  the  rules  and  regulations,'  "  Mr.   dinger  said. 

GOP  leaders,  including  House  Minority  Leader  Robert  H.   Michel  and  Senate 
Minority  Leader  Bob  Dole,  are  considering  asking  Attorney  General  Janet  Reno  to 
appoint  a  special  prosecutor  to  investigate  the  affair,  which  led  to  the 
reprimand  of  four  Vs'hite  House  officials. 

Short  of  that,  t.he  Republicans  will  seek  a  General  Accounting  Office 
investigation  or  set  up  their  own  independent  inquiry,  Mr.   dinger  said. 

Jed  Babbin,  a  federal  legal  expert  and  former  Pentagon  counsel,  said  Mr. 
Thomason' s  title  or  role  is  not  clear.   But  he  added,  "If  he  is  an  officer  of 
the  executive  brancr. ,  then  it  appears  he  would  have  violated  Section  208  by 
trying  to  steer  a  cr.-.tract  for  'White  House  ousir.ess  to  a  company  he  has  an 
interest  in. " 

Either  way,  "scr^eoody  ought  to  Loc:  ir.to  t.".is,"  Mr.   Babbin  said. 

Officials  said  the  congressional  Republican  probe  also  is  expected  to 
examine  other  relationships  and  questions  raised  in  the  White  House 
investigation  of  the  travel  office  scandal.   Among  them: 

*  Why  was  first  lady  Hillary  .Rocha-n  Clinton  involved  in  an  attempt  to  oust 
longtime  travel  office  employees  and  replace  t.-.em  with  the  president's  cousin 
Catherine  Cornelius  and  ot.-iers? 

The  White  .House  .-eport  said  Mrs.   Clint;;-,  inq-aired  about  problems  she  had 
heard  existed  in  t.-.-e  travel  office  but  didn't  provide  further  details. 

*  Was  David  '.Vat.<-.-'.3 ,  assistant  to  l.^e  president  for  management  and 
administration,  i.-.vol/ed  m  efforts  oy  Miss  Cornelius  to  seize  control  of  the 
travel  office  and  oust  seven 'longtime  travel  office  workers? 

*  Why  hasn't  t.ne  '<<hita  House  fired  or  demoted  the  four  senior  officials 
singled  out  for  reprimand  in  the  travel  office  report? 

The  four  were  Miss  Cornelius,  Mr.   '.'latxins.  Deputy  Communications  Director 
Jeff  Slier  and  Watki.-.s  aide  Clarissa  C-srda.   Mr.   Jonss  said  yesterday  that  none 
of  the  aides  have  rt-in  firec  or  demctsc:,  adding  that  .Mr.   £ller  has  been  given 
the  prominent  role  ci  directing  the  aa-mistration' s  promoting  of  its  health 
care  plan. 

The  White  House  s  report  on  the  travel  office,  unusual  in  its  frankness, 
found  a  handful  of  Ta.-.ageT.ent  problems  •.vit.n  the  White  House  travel  office,  but 
no  criminal  c.narges  .'•.ave  oee."-!  filed  =4g3inst  any  of  the  seven  workers. 

The  report  alst  found  that  many  '.-.■hita  H;use  officials  acted  improperly  in 
firing  the  travel  cffica  •.vcr>;ers  beftr-=  lodjing  any  formal  charges.   Two  of  the 
workers  have  si.nce  '.-^tired   a.nd  t.he  re-am.:-.?  five  are  to  be  reassigned. 
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Mr.   Thomason.  who  has  essentially  been  banned  from  the  White  House  due  to 
administration  concerns  about  reports  about  the  president  being  too  close  to 
Hollywood,  was  a  central  figure  in  the  travel  office  scandal,  according  to  the 
report. 

During  the  presidential  campaign,  Mr.   Thomason' s  firm  did  billing  and 
consulting  work  for  the  Clinton  campaign's  air  charter  broker.   Rebuffed  by  the 
travel  office,  Mr.   Thomason  told  Mr.   Clinton  he  thought  the  travel  office  was 
engaged  in  tnrongdoing ,  the  report  said. 

The  report  concluded  that  White  House  staff  failed  to  keep  Mr.   Thomason  out 
of  the  travel  office  probe. 

'Thomason  should  have  avoided  continued  involvement  in  a  matter  in  which  his 
business  partner  and  his  friends  in  the  charter  business  stood  to  benefit  and  in 
which  there  was  an  appearauice  of  financial  conflict  of  interest,'  said  the 
report. 

'There  should  be  better  management  control  with  respect  to  the  mission  that 
any  non-White  House  staff  person  is  brought  in  to  carry  out.   Permitting 
Thomason  -  or  any  non-staff  person  who  comes  in  on  special  assignments  -  to  work 
on  problems  outside  the  scope  of  his  or  her  assignment  is  not  a  good  practice.' 

GRAPHIC:  Photo  (colcr) ,  An  adviser?   Harry  Thomason' s  role  in  the  White  House  is 
under  scrutiny. ,  3y  A? 

ZANGOAGE:  ENGLISH 
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business  to  a  single  cfaaner  company,  and  toid  her  thai  the  functions  of  that  office  could  be 
easily  replaced  and  reallocaxBd. 

Once  this  made  it  onto  the  Fizfi  Lady's  agenda,  Vtnce  Foster  became  involved,  and  he  and 
Harry  Thomason  regoiaxiy  infamed  me  of  her  ^"'^"""  to  the  Tiavel  Office  ^niarion  —  as 
well  as  her  ^«ct^'-«'  that  the  •«*«***'""  be  resolved  immediatBly  by  replacing  the  Tzavel 
Office  soff. 

Foster  regularly  informed  me  that  tiie  Firs  Lady  was  cmmrtued  and  desired  action  —  the 
action:desired  was  the  fixing  of  the  Txsvd  Office  scafC   On  Friday,  while  I  was  in  Memphis, 
Foster  told  me  that  it  was  'muMmMin  that  I  ipealc  directly  with  the  First  Lady  that  day.  I 
called  her  that  evening  and  she  eoav^ed  to  me  in  dear  terms  that  her  desiie  for  swift  and 
clear  action  to  resolve  the  «i*'«*«'*!    She  tt**^""*^  that  Thomasoa  had  rrplaTTntl  how  the 
Travel  Office  could  be  xm  after  temoving  the  cunent  staff  —  diat  plan  jncludrd  bringing  in 
World  Wide  Tnvd  and  Penny  Sample  to  handle  the  basic  txavd  fhwrinnt,  the  acaal  vticms 
wit^n  post  dismissal  ^t)  and  in  light  of  that  she  *♦«*■«£>'*  itmn^i^t^  tfTiffn  was  in  order. 

On  Monday  morning,  yoo  came  to  my  office  and  met  with  nyxif  and  Patsy  TliomassoxL  At 
that  meeting  you  rrptainwl  that  this  was  on  the  Fits  Lady's  'xadar  screen.'  The  message 
you  conveyed  to  me  was  dean  immediaie  actioD  most  be  taken.   I  explained  to  you  that  I 
had  dedded  to  terminate  tlie  Txavd  Office  employees,  and  you  fi]iinwil  relief  that  we  were 
finally  going  to  take  action  (to  resolve  the  yfrmirm  ia  conformity  with  the  Fits  Lady's 
wishes).  We  both  knew  that  there  would  be  hell  to  pay  if,  after  our  fiulure  in  the  Secret 
Service  sioation  earlier,  we  fidled  to  take  swift  and  decisive  action  in  anformity  with  the 
First  Lady's  wishes.   Yoo  then  approved  the  '<*"^""  to  terminate  the  Travel  Office  staff, 
and  I  indicated  I  would  send  you  a  memoiandum  outlining  the  decision  and  plan,  which  I 
did. 

I  have  never  sated  all  this  so  eleaxly  befirae,  but  to  form  a  complete  and  accurate  picture  it 
must  all  be  kept  in  mind  while  reading  the  specific  criticisms  of  the  Podesa  Management 
Review.   I  will  now  address  those  criticisms  directly. 

RESPONSE  TO  SECTTON  H  T^TSCTO.^ON  OF  TOTNCIPAL  TSSTTE??-  OF  TR  AVFT. 
QFRCERgyn-W 

*Travd  Office  Management*  (Page  14): 

The  review  conducted  by  KFMG  Peat  Marwick  uncovered  sexious 
financial  mismanagemenL*  At 

At  the  strong  recommrnriation  of  myself  and  otheis  in  my  office,  KFMG  Peat  Marwick  was 
bfoaght  in  -  instead  of  having  the  FBI  ake  over  immediatdy  —  to  review  the  financial 
practices  of  the  Tiavd  Office.   I  concurred  in  Peat  Marwick's  analysis  and  coodusions: 
Management  of  the  Tiavd  Office  was  abysmaL 

II 
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U.S.  Oepartmenc  of  Justice  ^\ 

Executive  Office  for  United  States  Auatfteyi 


V^  / 


Ofnce  of  the  Director  ,• 


Vtthmtion.  D.C.  205 JO 


/ 


DATE:       June    3,     199  2 


FROM : 
\ 


Dcuclas   N.    Frazisr 

Associate   Deputy  Attcrney  General 

Deccrah   C.    WestbrccIT^ 
Lecal   Counsel 


'■^M^ 


\      \ Pursuant   tc   cur   conversation   cf  Jure 
199  J  ,\cttached    is   a   menicrandum  dated 
Marc.^.    19,    1993,    regarding   the    recusal    cty 
United 'states   Attorney's   office    tz::   x,^>e 
Eastern   District   of   Arkansas    on   a,--?:esoluti 
Trust   rorporation   referral.       o^  a^ca    ar*-.--  g ^ 
this    office   of   your  decision   regarding   thi 
natter.       If   you   ha'/e   any   questions,    you   ca 
reach  T.e   at    514-4  024. 


he 
on 


Attachment 


O^' 


~    .>^^    '^ 


.•-v 


^^^^ 


OObbIS 


V-  m:^ 
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HIiCORD  TYPt:  NONE 

CKEATOR:  Linda  R.  Tripp  (  TRIPP_L  )   (WHO) 

CREATION  DATE/TIME: 27-JUL-1993  10:49 
3JECT:  RE:  TS 

TO:  Deborah  L.  Gorham  (  GORHAM_D  )  (WHO) 

READ : READ 

TEXT : 

i  recall  Che  shredded  Cal]c.  because  when  we  spoke  Co         and 
he  brie£ed  us  on  comporcmenc  and  incerrogaCion,  you  mencioned  chac 
--  chac  was  on  WEDNESDAY  evening,  righc?   So  ic  Cook  unCil  MONDAY 
CO  figure  ouC  iC  should  be  looked  ac?   ChrisC.   And  we're  Che 
supporc  scaff??????????? 


2  001214 
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Clifford  M.  Sloan 
Notes  of  Meeting 
July  22,  1993 
Page  15  of  16 


Don  Flynn,  Secret  Service 
Paul  Imbordino 

Capt.  Charles  Hume,  U.S.  Park  Police 
Dec.  PeCe^f  Markham,  U.S.  Park  Police 

Scocc  Salter,  FBI 
Dennis  Condon,  FBI 

David  Margolis,  DOJ 
Roger  Adams,  DOJ 

Mike  Spafford,  family 

UH 

Bernie 

Cliff 

Steve  Neuwirth 

Bill  Burton 

get  Maggie  -  go  thru  office  -  get  HRC,  WJC  stuff 
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First  Family  -  SF  278 

First  Family  -  1994  Income  Tax 
Returns 

First  Family  -  General 

HRC  -  CLE/ Arkansas  Law 
License 

First  Couple  -  Blind  Trust 

First  Family  -  Arkansas  Home 

POTUS  -  Arkansas  Office 

WJC  -  Passport 

WJC  -  Papers 

First  Family  -  SF278  pre-POTUS 
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leACTED 
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REDACTED 
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REDACTED 


2   001113 
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REmjED 


2   001114 
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Cabinet  I 

Hubbcll  Confirmation 

Reno 

Presidential  Appointments  and  Nominations 

Cabinet  II 

POTUS  -  SF  278 

First  Family  -  1994  Income  Tax  Returns  (removed) 

First  Family  -  General  (removed) 

HRC  -  CLE/ Arkansas  Law  License  (removed) 

First  Couple  -  Blind  Trust  (removed)  — 

First  Family  -  Arkansas  Home  (removed) 

WJC  -  Papers  (removed) 

First  Family  -  SF278  pre-POTUS  (removed) 

CUoton  Mansion  (removed) 

POTUS  -  Arkansas  Otficc 

WJC  -  Passport 

Clinton  -  Campaign  '92  Correspondence 

Clinton  •  Baird  Confirmation 

Clinton  -  Qinton  Papers 

Clinton  •  Department  of  Justice 


2  eel lis 


117 

-  7- 


Ickes  -  Personal  &.  Confidential 
Nepotism  -  Volume  I 
Nepotism  -  Volume  II 
Health  Care  Tort  Reform 
Clinton  -  Memo 
Transition  Notes 
Transition  -  Vetting  Notes 
AG  candidates 
Miscellaneous 
Clinton  -  Legal 

Cabinet  III 
Residence  Security 
Sean  Haddon  matter 
Bush  -  Fiie  Index 

Cabinet  FV 

Stephen  Breyer 
Bruce  Babbitt 


2   001116 
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Loose 

D.C  Income  Tax  Exemption 

Tikkun  Magazine 

Immediate  Attention 

Dallas,  Texas   04/29/93 

Signature 

Residence  Updated  10/25/93 

Executive  Residence  Security 
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First  Family  -  SF  278 

First  Family  -  1994  Income  Tax  Returns 

First  Family  -  General 

HRC  -  CLE/ Arkansas  Law  License 

First  Couple  -  Blind  Trust 

First  Family  -  Arkansas  Home 

POTUS  -  Arkansas  Office 

WJC  -  Passport 

WJC  -  Papers 

First  Family  -  SF278  pre-POTUS 
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UEvJORD  TYPE:  NONE 
CREATOR:  Deborah  L.  Oorham 
CREATION  DATE/TIME: 27 -JUL- 199 3  10:4- 
JJECT:  TS 


X    iVJRUAM  0  )   (WHO) 


TO:  Linda  R.  Tripp 
READ: READ 


(  TRIPP  L  )  (WHO) 


TEXT: 

On  Wednesday,  I  Cold  Bemie  chac  VWF  had  placed  shredded  remnants 
oC  personal  dociimencs  in  the  bag.   On  Thursday,  I  told  Bemie  in 
front  of  everybody  that  shredded  remnants  were  in  the  bag. 
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WOlMOCMLRALMMi*  O«WT0P*«>A 


twi>.iu<i».ti«iQOi»ncm»»i— LiBii 


lanittd  ^mas  Senate 

coMMrrrsG  on  SANMriG.  housino.ano 

URBAM  Ai^AiRS 
WASHtNOTON.  DC  »S1O-e075 


September  15, 1995 

Castodian  of  Becorda 
Bell  Atlantic,  Inc. 
99  Shewan  Road 
Cockeysville,  MD  21030 

Sear  Sir  or  Madam: 

Enclosed  pleaae  Snd  a  subpoena  for  records  in  your  poasesaion  relating  to 
your  customers  in  the  Washington,  D.C.,  area. 

I  have  discussed  the  3\ibject  matter  of  the  subpoena  with  Doug  McCoUum, 
Esq.,  the  Assistant  Compliance  Officer  of  your  company.   With  respect  to 
subparagraph  (1)  of  the  subpoena,  requesting  recoirla  for  202-332-O8S0,  Mr. 
McCollum  has  indicated  that  you  have  toll  records  for  that  number  for  the 
relevant  time  period,  and  he  has  requested  that  members  of  your  staff  set  aside 
those  records  in  anticipation  of  the  enclosed  subpoena. 

. .  Please  note  that  the  subpoena  commands  production  by  September  22, 
1995.  Please  call  me  at  202-224-0525  if  you  have  any  queationa. 


Thank  you. 


cc:       Lance  Cole,  Esq. 

Democratic  Deputy  Special  Counsel 


Very  Truly  Youra, 

Viet  D.  Dinh 

Associate  Special  Counsel 


2e0"39«d 
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UNTIED  STATCS  OF  AMERICA  ^  ^^ 

SEP  1 8  '35' 


To. 


B«ll  Atlantic  -  Washington,  D.C..   Inc 


Security,   Ra  W133,   99  Shewan  Road 


Cockeysvills,  W)     21030  -      ,,  ^. 

^acKttaot   to  lawful  authority,  TOU  ABS  BZSSBT  COACXJLYDXD  to 

to   Investigate  Whitewater  Developaen 

appear  iefore  the     Speci,al  CommiUee  /mCoTDoratlon  and  RtUtcJ  Matters 

of  tA«  Senate  of  the  United  Statee,  on  qt  before  ScDtewber  22 ,  19 Jl, 

at 5:00  n'^ln^      T).»^  ,  «<  tA.ri».  >w»^».x**^  .>w»«.    534  DirVsen 

Senate  Office  Building.  Ifashinitton.   D.C.      20510 then  OAd  there 

to  Uttify  what  ygii  may  know  relative  to  the  ntbjset  mettert  vndep  »om- 
tidaraHan  &y  aeii  eommittte,    15   to  produce  all  records  reflecting  or  relatine       xi 
to  any  telephone  call  to  or  from  202-332-C8S0  on  July  20   through  22,    1993  and  ^ 

on  July  26,    1993,    and  2)   to  produce  tha  Identity  and  address   of  all  persons.  <^ 

corporations,  or  gntitias  registered  or  having  access  to  the  telephone  ^ 

number  202-628-7087  in  July.    1993.      A  Personal  appearance   is  unnecessary.  ^ 

9ttat  taR  ooC  at  you  vdB  amwer  your  default  under  the  paine  and  pen^  ' 

altiee  in  anoh  oatet  made  and  promded. 

ip^       Joseph  Eblinski,  Qtief  Clerk 

to  eerve  and  return, 

^fDtU  under  mg  hand,  try  order  of  the  oommittee,  thU 
l^th     £ay  «f     September  ^  t^  year  of  our 

Loid one  thautand nine  hundred  and  ninety  five. 


<^^^-1^.. 


Special  Coinittee  to   Investigate 
C&a^mon,   **  -imWll  if   Whif>.MiiTi»r   ni»vn  1  npin^nr    rnTT>0<ation 

and  Related  Hatters. 


i00-39«ci  A3-ntin   iNHH  uoaj        sa^i    SS.   LZ  d3S 


124 

@BeO  Atlantic 


Bell  AibniK  Curpufaiion 

99  Shawan  RubJ.  Room  13}W 

Cockci-jvillc.  Min-iand  IIOM 


CERTIFIED  RECORDS 
OF  REGULART.Y  rnNDUCTED  BUSINESS  ACTlVri-V 


I  HE3E3Y  CLitiJpy  that  I  am  aathirii/nt  to  ereoffr  this  Cstificanon  and  dm  d» 
enclosed  docunena  aie  dupiicstes  of  lecozds  of  itgniady  """'■"  •"*'  busiaes  acsvides  windu 

(A)  wee  made,  at  or  near  die  ""^  of  die  occssencs  of  die  """"^  at  fuiUi 
by  (or  [nua  infbnnaiiaa  T7p«ii'i"^<  by}  %  i'^ '""  with  Jaiowledge  of  diose 
mattery 

(B)  axe  made  and  icpt  in  die  couxs  of  die  legniaiiy  (Tmrinned  business 
aczivines,  ard 

(Q  wee  made  and  lost  by  die  legnlaxiy  condncTPrt  business  acavities  as  a 
legnlar  prarrfrr.- 


Daie  V  ^  _  Law  Ensixcsniest  fiaiym  Unit 


Law  Fnfnuaaeat  f  iaiym  Unit 
Beil  Attannc  -  v  '  )\       r^J^  ^^   ^ 
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iDtarnat  ional    nan  Call 
PrM  Stiaacb  Call 

HCI    iHiOSSSl      THRO     JUL   1*                              SUBTOIM.  a«.»f 

UMig  Olataaca  Cklla  3*.tl 

DIractory   Aaaiata»c«              I  calllal  -ti 

radanl  tax  l.OI 

Stata  and  local   aurcharga  ).]( 

MCI    iNtOSSS)   DISCOUWTCD  tUBTOtkL  ll.tl 
07003   la  tha  Mrkaclag  coda   lot  «)07l» 

TOTAL  34. *l 
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July  17,  1995 


BY  HAND 


Mr.  Joseph  Kolinski 

Chief  Clerk 

534  Dirksen  Senate  Office  Building 

Washington,  D.C.   20510-6075 

Dear  Mr.  Kolinski: 

This  firm  represents  Susan  P.  Thomases  in  connection  with 
the  U.S.  Senate  Special  Committee's  investigation  into  the 
Whitewater  Development  Corporation,  the  suicide  death  of 
former  Deputy  White  House  Counsel  Vincent  W.  Foster,  Jr., 
and  related  matters. 

On  July  11,  1995,  Ms.  Thomases  received  from  counsel  to  the 
Special  Committee  a  written  request  for  documents,  which 
directed  us  to  deliver  responsive  documents  to  your  office. 

Accordingly,  on  behalf  of  Susan  Thomases,  I  am  enclosing 
certain  documents  (bates  numbered  STOOOOOOl  to  ST0000006) 
that  appear  to  be  responsive  to  the  Special  Committee's 
request . 

Thank  you  for  your  attention  to  this  matter. 

Very  truly  yours, 


/ 


t 

Benito  Romano 

Enclosure 

cc :   Susan  P.  Thomases,  Esq. 
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REDACTED 


SccI     722    17ZZ        222     ^ZS.        2523   2:S5    13°   22 .^_ 


6S7    6553     72:    1136   232     4^5    62So   3:48    145   23    3 
SSa    £563     722 1712__232 45S S2SS_S:3a.  363   23,17 


863    6653     721    1133   S3£     526    7194   0:53'   "36   23   13 
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PEnlCD      07/20   -   OS/ 13 


PfiKTNE?.  -  1 

Station:        6734 

Name;  THCMSSEs  SUSfiN  *    Indicates   operator  assisted  call 

Location:  Date  Selection  723   thru      722 

Dfi7E        TIME        NUMEEH  PLACE  MIN  CCST      flUTH   CODE 


REDACTED 


07/22      11:04                45£-o2£o      USSHINGTCN    DC  £  0,37 

07/22      11:37                -:£-=2£c      USSHINE7CN   DC  11  0.37 

07/22      11:50                4S5-£2£o-     '-(5£HING7aN    DC  4  3.37 

07/22      11:11                4c;S-S7S7      U^ISHINGTCN   DC  3  0.37 

07/22      11:1£                455-5737      '-CSHING7CN    DC  1  0.37 

Suitstal                               fivg   «ins      4.7  33  0.43             7  CSLLS 

Scrrcral                              Cvg   ^lins      0.3  0  0.33             0  C;;lLS 

**■*■*    TCTRLS    ****                       fivg    Mins       4.7  33  0. 4S               7   CSLLS 

-    Su'MMfiRY    - 

Star  i en:  £70^   Name:  71-!CWSSE=  SUSfiN 

E-2L'IPnENT    QTHEH       UD&S?     LaC;;L  TIE  LINE       TCTfiL    YTD  CUT 

0.30      0.30        0.03      0.43  0.00        0.43     15S1.33 
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.g.  _.,_         .._         7:m£  ;;c  £:<C  TEL        3UP.        CCST      ST-^Cl      C: 


REDACTED 
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S7^:  721  ISZZ         1'2Z  ^Za        b££o      2:'*-^         1*3      2S      13 


^EOACTBD 


137 


£t;;t:cn  eet.=iu  se=c? 


ScC."ETRRY 


Station:  ^c3£ 

NAme:  O'NEILL   LCRI 

Locat Ion: 


#  Indicates  operator  assisted  call 
Date  Selection  7c0  thru   722 


DCTE    TIME    NUMSES 


PLSCE 


MIN 


CCST      PL'TH   CODE 


-    LCCAL    - 
07/£:       ITiZS 
a7/££       lC:A-e 


^•:6-16£0      UCSHINGTCN   DC 
455-o7=7      UftSHINGTON   DC 


8.07 
0.  07 


\^^} 


f^ri 


^3(] 
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WHILE  YOU  VVERE  OUT 


CAUfDiTOsa'nxi 


\MftNTB1DSaYTXI 


E 


WU.CALLAGAJN 


^nenjaMEOJOjacAu. 
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AlA^ 


JL2111. 


^'-,0 


WHILE  YOU  .WESE  OLTT 


TB.B»«»«3\  \ 


SI 


CALLHJTOSEeYTXI 


WXCALLilGOtW 


w«khrr3  "TO  sa  TDu 


_Bsnjf«4eo  YTxm  CALL 


'^  'y 


AMPAO 

ifFiaoiCTa 


SWC   000466 
GRO    00046C 
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lOTH  STORY  of  Level  1  printed  in  FULL  formac. 

Copyright  1993  News  World  Comraunications ,  Inc. 
The  Washington  Times 

July  23,  1993,  Friday,  Final  Edition 

SECTION:  Part  A;  NATION;  Pg.  A7 

LENGTH:  623  words 

HEADLINE:  White  House  plays  down  suicide  pxrobe 

BYLINE:  Frank  J.   Murray;  THE  WASHINGTON  TIMES 

BODY: 

White  House  officials  repeatedly  denied  existence  yesterday  of  an 
intensifying  probe  into  why  Vincent  W.   Foster  Jr.   killed  himself  with  an 
untraceaUsle  old  gun  even  as  U.S.   Park  Police  detectives  quizzed  a  possible 
witness  and  a  Justice  Department  spokesmfm  said  murder  must  be  ruled  out . 

White  House  spokeswoman  Dee  Dee  Myers  a.^grily  brushed  off  persistent 
questions  about  why  officials  so  quickly  and  unquestioningly  accepted  the  label 
of  suicide  by  the  man  President  Clinton  called  his  "Rock  of  Gibraltar,"  who 
apparently  did  not  signal  his  intentions  or  reasons. 

Meanwhile,  Associate  Attorney  General  Webster  Hubbell,  a  longtime  friend  of 
Mr.  Foster's  and  former  colleague  at  Littla  Rock's  Rose  Law  Firm,  escorted  the 
body  to  Arkansas  aboard  a  military  plane  for  today's  funeral. 

"I'm  not  sure  any  investigation  could  ever  determine  why.  These  things  are 
mysteries,"  Miss  Myers  told  reporters. 

"That  seems  awfully  strange.   People  there  [at  the  White  House]  seem 
accepting  amd  just  say  'Why?  Why?  Why?'  "  V.S.      Park  Police  Chief  Robert 
Langston  said  in  an  interview  yesterday  when  he  also  said  investigators  will  not 
interview  Mr.   Foster's  family  until  after  -he  funeral. 

"If  it  was  a  suicide,  the  Justice  Department  wants  to  find  out  why  he  killed 
himself,"  department  spokesman  Dean  St.   Dennis  said.   "The  department  also  is 
looking  carefully  at  the  possibility  -  a  siim  possibility  -  that  he  was 
murdered . " 

No  evidence  has  been  found  that  indicates  anyone  else  shot  him,  but  it 
remained  an  open  question  in  the  a^isence  of  a  witness,  credible  notes  or  calls 
to  friends,  or  outward  signs  of  motive. 

"You're  asking  :he  same  question  t.-.at  has  been  asked  20  times.   I  don't  have 
any  more  to  say  abOL  •-  it,"  Miss  Myers  sr.apced  at  one  reporter  after  repeatedly 
insisting  the  Pars  .=olica  were  not  interested  in  Mr.   Foster's  motives. 

"Again,  the  Par;;  Police  are  simply  tryi.'.g  to  establish  that  this  was  in  fact 
a  suicide.   That  is  a  fairly  limited  ir.ves- igation,  "  she  said. 
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The  Washington  Times,  July  23,  1993 

"This  is  going  to  be  run  to  the  nth  degree.  No  stone  will  be  left 
unturned,'  Chief  Langston  said,  adding  that  his  department's  findings  will  be 
•ent  to  the  U.S.   attorney  along  with  autopsy  results  by  the  Virginia  state 
nedical  examiner. 

He  disclosed  that  the  1913  Colt  .38-caliber  revolver  could  not  be  traced  to 
an  owner  since  it  was  assembled  from  parts  of  at  least  two  guns  and   bore 
different  numbers  on  several  parts. 

Several  sources  said  the  Foster  family  owned  a  gun,  but  it  was  not  confirmed 
whether  it  was  the  same  revolver  used  in  Tuesday  evening's  shooting. 

Mr.   Clinton  has  suggested  Mr.   Foster  might  have  succumbed  to  nothing  more 
than  a  case  of  overwork  by  an  outstanding  lawyer  who  averaged  the  same  12-hour 
days  Mr.   Clinton  favors.   He  cautioned  staff  members  to  avoid  workaholism,  but 
his  press  secretary  conceded  that  12  hours  "by  his  standards  is  sort  of  a 
half -day. " 

Most  press  inquiries  focused  on  why  officials  seemed  to  downplay  any  desire 
or  need  to  know  contributing  causes  to  Che  death  of  the  most  senior  White  House 
official  believed  to  ever  have  killed  himself. 

He  had  access  to  such  sensitive  information  that  officials  of  four  federal 
agencies  were  preser.c  when  his  office  was  unsealed,  including  Park  Service 
detectives  from  a  3 5 -member  unit  experienced  in  homicide  amd  other  major  crime 
investigations.   Others  were  FBI  agents,  Justice  Department  lawyers  and  the 
Secret  Service . 

Mr.   Foster,  48,  died  in  a  federal  park  -  Fort  Marcy  off  George  Washington 
Memorial  Parkway  in  McLean. 

Chief  Langston  said  detectives  also  questioned  a  witness  referred  to  th6m  by 
Fairfax  County  police. 

GRAPHIC:  Photo,  A  Civil  War  cannon  in  Fort  Marcy  stands  near  where  White  House 
aide  Vincent  Foster  Jr.'s  body  was  found  Tuesday.,  By  AP 

LANGUAGE:  ENGLISH 
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1ST  STORY  of  iMvl   1  printed  in  FULL  fomac. 

Ccpyrighc  1993  Th«  Mew  York  Times  Company 
The  New  York  Times 

July  22,  1993.  Thursday,  Late  Edition  -  Pinal 

SBCTIOH:  Secticm  A;  Page  1;  Colunin  4;  National  Desk 

LBIGTH:  1408  tfords 

HEADLINE:  Nhite  Hoxise  Aide  Leaves  Mo  Clue  About  Suicide 

BYLINE:  By  THOMAS  L.  FRIEDr4AN,   Special  to  The  New  York  Tinea 

13ATELIHE:  HASHIHGTOK,  July  21 

BODY: 

Vincent  W.  Foster  Jr.,  the  deputy  White  House  counsel,  spent  Tuesday  Homing 
at  his  desk  in  the  West  Wing.  Later,  he  watched  the  President  name  a  new  F.B.I. 
Director  in  the  Rose  Garden  and  gave  a  friendly  wave  to  reporters. 

Then  he  returnee  co  his  office  for  an  upbeat  chat  with  his  boss  and  lunch 
alone  at  his  desk.  Shortly  after  1  P.M.,  he  left  the  white  House,  telling  his 
secretary  he  was  going  out.  Sometime  between  then  and  6  P.M.,  he  drove  to  a 
secluded  bluff  across  the  Potomac  River  from  Washington,  pulled  out  a  vintage 
Colt  revolver  and,  s    few  yards  from  an  old  Civil  War  cannon,  shot  himself  in  the 
mouth. 

So  went  the  official  account  from  t.-^e  police  and  the  White  House  of  the  last 
hours  of  the  48-year-old  Mr.  Foster's  life,  an  account  that  did  nothing  to 
explain  why  a  man  who  seemed  to  be  at  the  pinnacle  of  his  career,  working  in  a 
White  House  headed  by  his  boyhood  friend ,  would  take  his  a^^n   life.  There  was  no 
note  on  the  ground  by  his  body.  No  message  on  his  desk.  No  explanation  lodged  in 
his  office  computer.  No  serious  hints  from  friends  of  brooding.  Just  a  nystary 
that  baffles  his  faicily  and  colleagues  from  Washington  to  Little  Rock. 

At  the  request  cf  the  White  House,  the  Justice  Department  is  coordinating  an 
inquest  into  Mr.  Fostir's  death.  Lawyeis  from  the  department  met  today  with 
agents  from  the  Federal  Bureau  of  Investigation  as  well  as  the  Park  Police  to 
draw  up  a  plan  to  scour  Mr.  Foster's  office  on  Thursday  morning  for  possible 
clues.  Officials  said  that  the  office  was  sealed  today  and  that  his  papers  oust 
be  exasiined  in  a  way  that  will  not  comcromise  his  lawyer-client  relationship 
with  Mr.  Clinton. 

A  native  o£  Hope.  Ark.,  like  Mr.  Clint=n.  Mr.  Fester  attended  Miss  Mary's 
kindergarten  with  t.-.:  President  and  Thomas  F.  McLarty  3d,  now  the  White  House 
chief  of  staff.  Gn  :'.:.s  office  shelf,  h-:  kep^  a  framed  photograph  showing  the 
three  of  them  as  your.gsters  gathered  a-  a  birthday  party.  This  morning,  some  40 
years  later,  Mr.  Clinton  and  Mr.  HcLaity  gat::ered  the  White  House  staff  to  pay 
tribute  their  kinsei oarter.  chum  and  ts  wonder  aloud:  why? 

•It  is  an  imrr.er.i-  personal  loss  zo   r.e  and  to  Hillary  and  to  many  of  his 
close  personal  f rie:.  ii  here,"  the  Pr^isiden-  said  in  a  subdued  voice  during  a 
brief  appearaince  ir.  -  .-.e  Rose  Garden  atr-sr  tearing  uc  his  official  schedule  for 
the  day  to  mourn  Mr.  foster.  "As  I  try  to  explain  to  the  young  people  on  the 
staff,  there  is  no  v  .^y  to  know  how  t.aesa  thir.gs  happen." 
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Mr.  Foster's  boss,  Bernard  W.  Nussbaum,  the  chief  White  House  counsel,  told 
the  same  gathering  about  his  last  encounter  with  Mr.  Foster,  described  by  many 
as  a  brilliant  lawyer  who  kept  his  emotions  to  himself.  Mr.  Nussbaum  said  they 
had  been  discussing  two  nominations  they  had  helped  to  engineer:  those  of  Louis 
J.  Freeh  as  F.B.I.  Director  and  Judge  Ruth  Bader  Ginsburg  for  the  Supreme  Court. 

"I  said,  'Hey,  Vince,  not  a  bad  day,'  "  recalled  Mr.  Nussbaum.  •!  said,  'We 
hit  two  home  runs  --  home  runs  for  the  country.  So  I  think  we  are  doing  our  jobs 
and  I  think  we  are  doing  it  well.'  And  he  just  sort  of  smiled.  And  I  said,  'I'll 
see  you  later.'  And  that's  the  last  time  I  saw  Vince." 

It  was  apparently  the  last  time  anyone  saw  him.  The  police  said  Mr.  Foster 
apparently  drove  from  his  White  House  office  and  eventually  wound  up  at  Fort 
Marcy,  a  roadside  park  along  the  George  Washington  Parkway  on  the  west  bsmk  of 
the  Potomac  River  ir.  Virginia,  across  from  the  capital. 

He  parked  his  1599  Honda  Accord  with  Arkansas  license  plates  in  the  24-car 
lot,  walked  several  hundred  yards  toward  a  bluff  and  shot  himself,  the  police 
said. 

Mr.  Foster's  body  was  found  shortly  before  6  P.M.  His  jacket  amd  tie  were 
off,  a  revolver  was  :ound  in  his  right  hand.  An  autopsy  today  by  the  Fairfax 
County  medical  examir.^r   concluded  that  Mr.  Foster  died  as  a  result  of  a  gunshot 
wound  and  that  the  injury  was  "not  inconsistent  with  that  of  a  self-inflicted 
wound,"  the  Park  Police  said. 

The  authorities  said  the  gun,  now  a  collector's  item,  was  a  .38-caliber  Army 
Colt  revolver  manufactured  in  1913.  Federal  investigators  said  the  pistol  was 
one  of  a  matched  set  but  could  not  say  for  certain  who  owned  them.  The 
investigators  found  the  second  weapon,  but  did  not  say  where.  It  also  was  not 
known  whether  Mr.  Fc.=ter  had  the  guns  in  his  car  when  he  went  to  work  that 
morning,  or  if  he  get  them  after  leaving  the  White  House. 

Because  the  weac  .r.s  were  so  old,  thay  cannot  be  traced  through  the  usual 
serial  number  procea-...es ,  so  it  will  tai-;e  time  for  investigators  to  determine 
who  owned  the  weapor.3  and  for  how  long . 

So  much  was  left  unanswered  that  m  t.aair  ur.ccmprehending  grief,  some  of  Mr. 
Foster's  friends  anc  associates  raised  the  possibility  of  foul  play. 

But  Major  Robert  Hines  of  the  Park  Police  said,  "We're  99  percent  sure  it 
was  a  suicide."  The  death  was  first  reported  to  the  Park  Police  at  about  6  P.M. 
by  an  unidentified  person  who  found  the  body  t.he  authorities  said.  The  Park 
Police  then  notified  the  Fairfax  County  Fire  and  Rescue  Department.  Officers 
from  both  agencies  ai-rived  on  the  scene  about  S:15  P.M. 

The  soft-spoker.  :■'.:-.    Foster  was  a  star  atnlete  in  high  school,  first  in  his 
class  at  law  school,  the  highest  scorer  on  the  state  bar  exam  in  his  year  and 
two  years  later,  a  rartner  at  the  prestigious  Rose  law  firm  in  Little  Rock.  Mr. 
Clinton  described  hi:-,  as  a  "Rock  of  Gicra.tai." 

Just  over  six  months  ago  he  came  to  Washington  to  join  in  the  victory  of  Mr. 
Clinton  and  his  wifs,  Hillary,  who  was  one  c:  Kr.  Foster's  closest  friends  from 
their  many  years  wc.!:-ng  together  at  the  law  firm  in  Little  Rock.  He  and  his 
wife,  Lisa,  had  t.-.r- ^  colleg?-age  chil-ire:i  a:-.d  rece-^.tly  moved  into  a  house  in 
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Northwest  Washington.  For  Mr.  Foster,  the  Clinton  Administration  was  a  family 
affair.  His  sister  Shaila  Foster  Anthony,  the  wife  of  former  Representative 
Beryl  Anthony  Jr.  c:  Arkansas,  was  also  hired  as  Assistant  Attorney  General. 

Late  today  Mr.  Mcl,arty  told  reporters  that  the  President,  Mrs.  Clinton,  the 
Foster  family  and  the  entire  White  House  staff  were  stumped  by  why  Mr.  Foster, 
who  only  two  %«eelcs  ago  was  seen  showing  off  his  White  House  office  to  his 
college-age  children,  vfould  have  taken  his  own  life  without  any  apparent 
warning.  Sotne  simply  shook  their  heads  and  ascribed  the  death  to  what  one  friend 
called  private  demons  that  no  one  could  identify.  Others  said,  well,  maybe,  he 
did  seem  a  little  distracted  lately.  But  they  could  not  say  why.  Washington, 
naturally,  was  rife  with  rumors. 

One  was  that  the  Washington  Times  was  preparing  a  story  about  Mr.  Foster, 
and  a  reporter  there,  Michael  Hedges,  acknowledged  chat  he  had  made  preliminary 
inquires  about  him.  .-le  would  not  describe  the  nature  of  the  inquiry. 

But  Mr.  Hedges  said  he  had  not  interviewed  Mr.  Foster  about  the  story.  He 
added,  "We  were  not  at  a  point  where  anything  was  imminent  that  we  were  going  to 
breaUc  on  the  guy."  Francis  Coombs,  the   newspaper's  national  editor,  said,  "We  do 
not  have  anything  ar-'./where  near  publication  that  has  to  do  with  Mr.  Foster." 

Friends  say  Mr.  Foster  and  his  wife  were  bothered  by  the  travel  office 
sceuidal,  as  t#ell  as  by  editorials  in  T.ie  Wall  Street  Journal  on  July  14  and  19 
lambasting  the  Clint ;ns  for  having  placed  their  "legal  cronies  from  Little  Rock 
at  the  heart"  of  the  Adminiscration.  7'.:^   July  14  editorial  ran  sketches  of  four 
alumni  of  the  Rose  rirm  now  serving  ir.  pests:  Mr.  Foster,  Mrs.  Clinton, 
Associate  Attorney  General  Webster  L.  Hubsell  and  William  H.  Kennedy  3d,  the  No. 
3  White  House  counse . . 

Mr.  Clinton  rejected  some  reporters'  suggestions  that  Mr.  Foster  might  have 
been  driven  tc  suicide  by  despondency  over  recent  negative  publicity  related  to 
the  legal  cour-sei's  .aandling  of  the  White  House  travel-office  scandal  and 
various  botched  appointments.  He  was  only  peripherally  involved  in  the 
travel-office  affair  auid  was  not  reprimanded  for  his  actions.  The  President 
said,  "I  certainly  d.n't  think  that  car  explain  it." 

But  the  friends  say  that  Mr.  Fosc-ar,  a  seasoned  litigator,  would  certainly 
not  have  been  drive.-  to  suicide  by  eit:-.er  of  tnese  controversies,  which  by 
Washington's  low  staiiaards  of  civility  were  almost  gentle. 

Trying  to  explain  the  unexplainable ,  Mr.  Clinton  simply  told  his  staff, 
'Remember  that  we're  all  people  and  that  we  have  tc  pay  ^taybe  a  little  more 
attention  to  our  friends  and  our  families  and  our  co- workers,  and  try  to 
remember  that  work  cannot  be  the  onlv  thing  in  life." 


EDITOR-NOTE : 

An  article  yester-.ay  about  Vincent  W.  Foster  Jr..  the  deputy  White  House 
counsel  who  killed  .- -Tnself  on  July  2;.  was  acccnroanied  by  a  chart  headed  "Key 
Events  in  Mr.  Fcate:  s  Last  Months."  T.ie  tr.art  listed,  as  separate  events,  four 
editorials  in  The  ».»-_  Street  Journal  t.'.at  were  critical  of  Mr.  Foster. 


146 

PAGB    12 
The  New  York  Times,  July  22,  1993 

Km   the  article  noted,  these  editorials  disturbed  Mr.  Foster,  but  there  is  no 
%»«y  to  specify  what  inoved  him  to  suicide.  The  editorials  should  not,  therefore, 
have  had  such  promir.ance  in  the  chart: . 

CORRECTION- DATE:  July  22,  1993,  Thursday 

GRAPHIC:  Photos:  Vincent  W.  Foster  Jr.,  and  his  wife,  Lisa,  attended  a  theater 
opening  in  1988  in  Little  Rock,  Ark.,  with  President  Clinton  and  his  wife, 
Hillary.  Mr.  Clinton  was  then  Governor  of  Arkansas  and  Mr.  Foster  was  working  at 
the  prestigious  Rose  law  firm  in  Little  Rock.  (Associated  Press)  (pg.  A21) ; 
President  Clinton  speaking  yesterday  about  the  death  of  Vincent  W.  Foster  Jr. 
(Reuters),  the  deputy  White  House  counsel,  shown  last  month.  (Associated 
Press)  (pg.  AD 
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President  Clinton  yesterday  minimized  the  li.<elihood  that  an  explanation  will 
be  found  for  the  apparent  suicide  of  Whit-  House  deouty  counsel  Vincent  Foster 
Jr.,  but  investigators  for  the  'J.S.  Park  Police  and  Justice  Department  said 
their  investigations  of  Foster's  death  are  continuing. 

As  many  of  the  Ar-.ansans  vho  came  to  Was.^ington  to  run  the  new  government 
began  returning  honie  zor   the  funeral  of  their  friend,  Clinton  and  his  senior 
aides  repeated  that  no  clues  now  exis;:  tc  e.xpiain  Foster's  death.  He  waa  found 
Se'potoSc  Rl^er  "-"'"^  "'^•"■'  '"  "  ^""'""^^  "^-"^   °-  "  ^^^^^°^*  ^^^   overlooking 

U.S.  Park  Police  Chief  Ro.oert  Z^ancston.  whos=  officers  are  conducting  the 
co^iS:inf  ?h'''*  ^"""i  !«^l^^i  evidence  "is  l^adi.-.c  m  the  direction"'of 
confirming  the  origi.-.al  imd^ng  chat  the  45-year-oic  lawyer  took  his  own  life. 

Mar^o^^^'^D^  office  W.1S  Searched  yestercav  m  the  presence  of  official,  from  the 
National  Park  Ser-.-ic-.,  tne  J.st-e  Oepart-er.t.  the  TBI   and  the  Secret  Service 
according  to  t.he  Whi-:s  House.  ■^o-ici.  oeirvfice. 

Under  their  super-.-ision  a;.d  in  th^  presance  of  a  Foster  family  lawer  White 
House  counsel  Sernar..  Nussba.^  examined  t.-.e  office  and  found  ^o  .u!c!d;  note 
nor^any  other  documer.i  bearir.g  on  .  .  .  the  death,  -  a  White  Hou.e  scateLnt 


fo„T  «if^^    Depar'.r.ent  saiQ  yesterday  it  has  discovered  nothing  -to  indicate 
foul  play  or  murder"  m  the  ^eat.-..  h>varcnele3s .  the  department',  inquiry  will 
to  Mm"!-  ?°  "!!^  ou-  what  the  fa.-tors  were  --  if  it  was  a  suicide  -^tS[t  Jed 
to  nira  killing  hinse.f,"  saic  aepartn-nt  spokesnan  Cean  St.  Denni.. 

The  department's  mtenticr.s  seemei  more  exter.sive  than  what  had  been 
announced  Weonesday,  out  St.  Dennis  descrioed  t.-.e  probe  as  "simply  a  part  of 
good  police  wcrk-  •-.--.  a  hic.-level  gr.vei :-.  nent  official  die.  -under  I...  than 
known  circumstanc--!s .  -"*«*  *«■■  toaa 
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Langston  said  the  police  have  examined  Foster's  telephone  logs,  paperwork  in 
his  office,  computer  files  and  interviewed  "a  number  of  people*  who  talked  to 
Foster  on  Tuesdav.  Foster  had  arrived  as  usual  at  the  White  House,  had  lunch  ac 
his  desk  and  left  tha  White  House  shortly  after  1  p.m.  Police  are  attempting  to 
reconstruct  the  five-hour  gap  between  Foster's  departure  and  the  call  to 
authorities  shortly  after  6  p.m.  by  the  person  who  found  Foster  s  body. 

-We  have  quite  a  bit  of  information  left  to  gather,-  Langston  said.  Poli«. 
for  example,  are  tracing  the  license  plates  of  cars  that  were  parked  in  the 
overlook  lot.  Detailed  inter^/iews  with  the  family  will  not  occur  "«"1  *^^«  .  ^ 
today's  funeral,  when  at  least  one  mystery  is  expected  to  be  cleared  up:  whether 
Foster  used  his  own  yon  to  kill  himself. 

Langston  said  one  old  gun  was  found  at  the  scene  but  ^^  was  constructed  of 
parts  of  at  least  two  guns  with  separate  serial  numbers.  The  chief  said  Foster 
owned  a  gun  described  as  being  like  the  one  found. 

Foster's  bodv  was  flown  tc  Little  Rock.  Ark.,  yesterday  aboard  a  Defense 
Department  aircraft,  accompar.ied  by  Associate  Attorney  General  Webster  L. 
Hubbell.  Foster,  Hut:  ^11  and  Hillary  Rodham  Clinton  were  partners  in  the 
influential  Rose  law  firm  in  Little  Rock,  and  t.he  three  were  described  by  the 
president  as  "bes^i  fiiends." 

The  Foster  familv  and  other  Arkansans  iiew  separately  on  a  private  plane  to 
Little  Rock  where  a' f -oneral  -lass  will  be  held  this  morning  at  St.  Andrew  s 
Cathedral.  The  Clintons  were  to  attend  the  service  wich  their  daughter,  Chelsea, 
and  the  president  was  to  deliver  a  eulogy  for  his  childhood  friend. 

Like  the  president,  many  of  Foster's  colleagues  and  friends  continued  to 
question  how  a  lawyer  at  the  top  of  his  career  and  with  no  visible  serious 
problems  could  have  taken  his  life.  While  many  of  Foster's  associates  described 
him  as  being  "dov^rr."  .nd  "depressed"  and  tec  prone  to  biame  himself  for  White 
House  problems,  they  all  saij  he  had  giver,  no  hint  of  a  depression  so  serious  as 
to  take  his  own  life. 

-I  don't  think  th-re  is  anything  more  to  know,"  Clinton  said.  -I  mean,  you 
know,  his  family,  his  friends,  his  co-worxers  --we've  been  up  real  late  two 
nights  in  a  row  now,  remembering  and  cryir.g  and  laugning  and  talking  about  him, 
and  I  don't  think  there  is  anything  else." 

Staff  writer  Michael  Isikcff  contributed  za   this  report. 
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President  Clinton  yesterday  gathered  a  shaken  and  grieving  Vfhite  House  staff 

trying  to  make  sense  of  the  death  of  deputy  White  House  counsel  Vincent  Foster 

Jr.,  who  police  said  shot  hirself  in  tne  lead  Tuesday  night  in  a  Virginia  park. 

Foster,  48,  a  lif-.long  friend  of  the  p.eside.Tt,  left  no  suicide  note  or  other 
explanation  of  his  action,  a_thoritias  ss.d.  He  was  found  with  a  single  gunshot 
wound  Tuesday  at  6:15  p.m.  at  Fort  Marcy  Park  in  McLean,  slumped  next  to  a  Civil 
War -era  cannon. 

Word  of  Foster's  uaath  se:".t  waves  of  sr.oc<   and  disbelief  not  only  through  the 
White  House  but  also  through  Washington  and  home  to  Arkansas.  Though  colleagues 
auid  friends  spoke  of  depression  and  defection  and  of  a  man  who  let  the  troubles 
and  problems  of  the  v.hita  Hcjse  weigh  toe  heavily  on  him,  no  one  entertained  the 
idea  that  suicide  was  possible,  they  said. 

Foster,  who  lika  Clinton  v.'as  bom  in  H-pe   Ark.,  was  the  No.  2  person  in  the 
counsel's  office,  whirh  has  r.een  critici:-.d  for  not  properly  scrutinizing  some 
of  the  president's  u.-.successful  appcintme.-.ts .  He  also  was  a  key  adviser  to  the 
health  care  task  forra  chaired  by  Hillary  Rodham  Clinton,  who  had  been  one  of 
his  partners  and  friends  in  tne  Rose  law  iirm,  che  influential  Little  Rock 
practice  that  also  c.ntributed  two  other  senior  law\'ers  to  the  administration. 

The  public  record  of  Foster's  life  and  interviews  with  friends  and 
associates  here  and  .n  Arkansas,  offered  s  portrait  of  a  reserved  but  well-liked 
high-achiever:  gradi.i-ing  fuse  ir.  hi?  lav  school,  gaining  the  highest  score  on 
the  state  bar  exam,  rr.aking  partner  at  So;- r  in  f./o  years,  excelling  in  legal  and 
civil  life,  awash  i.-.  professional  and  ci'-.c  awards. 

"Vince  Foster  was  prooabi/  or.-i   of  the  ...ist  brilliant  and  solid  people  that 
I've  ever  known,"  sa.i  Joe  F_rvis,  a  Litt.e  ."cc/:  lawyer  and  childhood  friend. 
"Vince  Foster  was  a  v.-onderful  man  in  ever.-  way,  "  said  Clinton,  in  a  brief  public 
tribute  in  the  Rose  C  arden.  Ha  said  he  hr •  ancouraged  the  White  House  staff  to 
"try  to  remember  tha'.  work  c^n  n-'ver  c-»  r  •=  only  thing  in  life." 

Although  White  Hr  se  offivals  said  th-  •  saw  few  if  any  signs  of  emotional 
prcblems  from  Fcs;^i   ot.^er£  whc  wera  iiis  fiiar.is  described  themselves  as 
worried  over  his  dec.ession  -.c  -.r.xie'-/.   ■.-  VJa-hinc;on  friend  said,  "His 
friends  could  see  ii?  depres-- _oi-.  and  /.is   .fe  w,.s  terribly  worried  about  it. 
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He  took  everything  to  heart,  too  much  to  heart.  He  felt  responsible  for  thing* 
he  should  not  have  felt  responsible.  He  felt  these  burdens  and  could  not  seem  to 
shake  them  off  the  way  others  do." 

The  friend  said  that  the  Fosters  and  associate  attorney  general  Webster 
Hubbell  and  his  wife  went  to  the  Eastern  Shore  last  weekend  for  a  break  from  the 
pressures  --  Hubbell  is  another  friend  frcra  the  Rose  law  firm  --  and  that 
Foster's  family  believed  it  had  helped  hix.  "Certainly  people  who  knew  him  well 
-  he  is  reserved  and  hard  to  know,  really  --  felt  he  was  depressed,  but  not 
depressed  in  the  sense  of  killing  himself.  I  can  tell  you  that  thought  did  not 
enter  people's  minds . '  the  friend  said. 

Clinton  addressed  the  mystery  himself .  "No  one  can  ever  know  why  this 
happened  "  he  said.  "Even  if  you  had  a  whole  sec  of  objective  reasons,  that 
wouldn't  be  why  it  haopened,  because  you  rould  get  a  different,  bigger,  more 
burdensome  set  of  objective  reasons.  ...  So  what  happened  was  a  mystery  about 
something  inside  of  him." 

White  House  Chief  of  Staff  Thomas  ?.  "V.ack"  McLarty,  who  described  himself  as 
■heartbroken"  at  the  death  cf  a  man  who  also  was  his  lifelong  friend,  "id.   Try 
as  we  might,  ail  of  cur  reason,  all  of  oui-^rationality,  all  of  our  logic  cannot 
answer  the  questions  raised  cy  such  a  de£-:h." 

From  information  provided  oy  the  White  House  and  the  O.S.  Park  Police,  Foster 
had  a  typical  morninc  Tuesday  and  lunch  at  his  desk  before  leaving  his  second 
floor  office  about  I'p.m.  He  would  not  be  heard  from,  by  family  or  staff,  again. 

Around  6  p.m.,  Fairfax  County  rescue  workers  found  the  body  after  responding 
to  an  emergency  call  of  trouole  at  the  ou;?osc  that  overlooks  the  Potomac  River. 

Mai   Robert  H.  Hi-,^s,  a  Park  Police  s=c;<esma;i,  said  Foster,  dressed  in  slacks 
and  a  dress  shirt  cw   no  tie  was  cari-/ir..  r.o  identification  when  his  body  was 
found  Foster's  suit .oat,  wir.i  his  wallet  and  identification,  was  found  later  in 
his  car  bv  police  s..-.-..-cr.ing  :or  clues.  T:.:-  car,  with  Arkansas  license  plates, 
was  parked  alona  wi".   severa.  otr.ers  i.-.  t::e  lot  of  the  overlook,  which  is  off 
the  George  Washino-^o;'  Memorial  Parkway  ir.  Mcl-aa:.. 

•Some  people  who  commit  s-icide  have  a  tendency  to  seek  out  a  nice  area  of 
solitude,"  Park  Police  Sgt.  Gregory  3rowr.  said  of  that  area.  "It  appears  he  went 
off  and  found  himself  a  quiet  place  and  c.iat  was  it." 

Park  Police  reported  that  a  revolver  was  found  near  the  body.  Law  enforcement 
sources  said  the  Par;'.  Police  asked  the  Bureau  of  Alcohol,  Tobacco  and  Firearms 
to  trace  two  Celt  .;?s  manufactured  ir.  IS  13,  but  ATF  was  unable  to  do  so  because 
of  the  age  of  the  weapons. 

Shortly  after  9  j.n.,  McLarty  was  notified  of  the  unconfirmed  death  and  by  10 
p.m.,  the  death  was  ronfirmeo.  Clinton  wa.  told  by  WcLaJ^Ey  ^"« V^^?^..««  ,«h 
finished  an  aocearar.ce  on  the  "Larry  King  Live"  show  on  CNN,  and  Clinton  and 
McLartv  went  ouickiv  tc  Foster's  Georgetc.^fn  home  to  comfort  his  wife,  Lisa. 
Friends  described  i' .=:.aocked  s.-.d  grievi-g  :roup  -f  Arkansans  engaging  in  the  same 
■cul -searching  ov-r  .=^oster  tnat  envelope-,  -h-  W:.i;e  House  yesterday. 

The  White  House  ar..iounced  that  the  Jufice  Department  would  be  the  "point  of 
contact"  for  ar-.  ir..--- tiqatio:.  i.nto  rc=te. '  s  deaih  by  tne  U.S.  Park  Police. 
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A  search  of  Foster's  White  House  cffiri  is  scheduled  for  today,  Justice 
Department  spokestr.ar.  Dean  St  Dennis  saic.  Two  senior  Justice  Department 
lawyers,  David  Margolis  and  r.ager  Adams,  are  participating  because  "there  is 
apparently  a  great  deal  in  t:-.e  office  on  i-aper  and  in  the  computer  concerning 
Foster's  privileged  romnuniC2tions  witn  c.ie  president,"  St.  Dennis  said. 

Clinton,  joined  by  a  contingent  of  Arkansas  friends,  will  travel  to  Little 
Rock  Friday  for  the  funeral.  Hillary  Clinton,  who  some  describe  as  am  even 
closer  friend  of  Foster  than  the  president ,  already  is  in  Little  Rock. 

The  president  canceled  his  public  everts  yesterday  but  said  he  had  kept  to 
his  routine  of  meetings  in  tne  White  House.  "We  have  to  go  on  --  we  have  the 
country's  business  tc  do,"  he  said.  Aides  described  him  as  sitting  up  until 
almost  2  a.m.  wondering  what  had  brought  ~zszst   to  the  edge.  "He  was  perplexed, 
like  everyone,"  one  aide  saiu. 

Some  staff  msmberr,  overcome  with  emoc_or. ,  d-escribed  a  morning  meeting  in 
which  Clinton  recalled  his  c.-.ild.'^.ood  with  roster  in  what  one  called  "the  most 
evocative,  moving  wcrds."  The  White  House  later  released  a  transcript  in  which 
Clinton  called  Foster  "a  periectly  wonderful  man  on  whom  I  relied  auid  on  whom  I 
put  a  lot  for  a  ver"/  long  tir.-a." 

Clinton  said  that  when  McLarty  infcrmti  him  of  Foster's  death,  "I  just  kept 
thinking  in  my  mind  cf  when  we  were  so  yc■.:.^c,  s-.tting  on  the  ground  in  the 
backyard,  throwing  xr.ives  into  the  grcuni  and  seeing  if  we  were  adroit  enough  to 
make  them  stick."  Cli.-.ton,  K-larty  an-:  F.szsr   grew  up  together  in  Hope,  where 
Clinton's  granciparer.^s'  yard  abutted  "he  .arger  yard  cf  the  Foster  family. 

Clinton  spoke  cf  roster  b^iing  there  ftr  him  when  he  began  his  career  in 
politics,  when  he  ra.-.  for  Arkansas  attorney  general  and  governor.  He  said  when 
the  Rose  law  firm  :iired  Hillary,  "Vince  Foster  and  Webb  Hubbell  became  her 
closest  friends . " 

Because  of  his  jco.  Foster  had  been  associated  wit.-,  some  of  the 
administration's  problems  in  appomtaenti  that  had  not  been  thoroughly 
investigated,  and  in  the  travel  office  a::air  w-.ere  he  had  attended  some  of  the 
meetings  related  to  it  and  briefed  ni_lar-/  Clinton.  5v.t  he  was  not  criticized  in 
that  situation,  nor  ..=ld  res  or.sicle  for  jorr^  of  the  problems  with  appointments. 

Vet  a  friend  described  hi-  as  feeling  responsible.  "He  was  a  guy  whose 
individual  sense  of  responsioility  for  things  went  v/eil  beyond  what  a  normal 
person  would  dc .  He  i.:rought  ever'/thing  or.  top  cf  .hinself  and  was  almost 
obsessive  in  wanting  everything  to  be  done  right  and  feeling  he  somehow  could 
have  made  it  right  if  it  was:;'t." 

Staff  writers  "an  3alz,  M.ohael  Isi.<oi:,  Bil.  Miller  and  Pierre  Thomas 
contributed  to  this  report. 


GRAFKiC;  PHOTO,  v::icl::t  fost.r  js. 
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policy  cccrcinacion — requires  c^ac  ti".e  FBI  renorr 
CO  c.'-.e  Acrorney  General  on  all  of  its  activities. 

I 
-   Title  23,  United  States  Cede  (U.S.C.),  Secrion 
535 (b)  (any  information,  allecacion,  or  coraolainc 
received  in  a  department  or  agency  of  the  executive 
branch  relating  to  criainal  violations  involving 
Government  officers  or  employees  dusz  be  exi3editiousl\ 
reported  to  the  Attorney  General  by  the  head  of  the 
department  or  agency) . 


A  ccmprenensive  review  of  available  files  failedj^o 
reveal  a  specific  policv  or  ouidanrp  r!^ar  aridressed  a  situation 
"where  the  WTiite  House  made  direct  contact  with  the  FBI  for 


purposes  of  ootaining  guidance,  or  a  request  to  conduct 
investigation,  in  a  criminal  matter.   The  information  found  in 
this  review  crevices  guidance  for  F5I  responses  to  reauests  for 
•.nformation  for  oncoina  investicaticn ,  not  a  criminal  complaint. 
For  example,  in  a  raeraorandun  of  7/20/72  from  D.J.  Dalbey  to 
Mr.  Felt  entitled  "dissemination  of  Information  The  White  House, 

Criminal  Cases"  it  was  noted  " from  a  strict  legal 

standpoi.-.t ,  there  is  no  specific  authority  fcr  it.   The  authority 
and  the  ccliqaticn  cf  t.he  FBI  are  to  keep  the  Attorney  General 
fully  informed. ..." 
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Amid  concern  in  the  White  House  last  Friday  over  charges  that  cronyism  lay 
behind  the  dismissal  of  seven  travel  aides,  Clinton  advisers  summoned  a  senior 
official  in  the  Federal  Bureau  of  Investigation  to  a  political  strategy  session 
and  solicited  a  public  statement  from  the  agency  backing  their  version  of 
events . 

By  calling  on  the  F.B.I,  to  help  save  the  Administration  from  embarrassment, 

the  White  House  appeared  to  be  deviating  from  two  decades  of  efforts  to  insulate 

the  law-enforcement  agency  from  even  the  appearance  of  Presidential 
manipulation . 

It  also  put  the  bureau  in  the  position  of  departing  from  what  some  F.B.I, 
officials  said  had  been  two  long-standing  practices:  dealing  with  the  White 
House  only  through  the  Justice  Department  to  avoid  the  appearance  that  the 
bureau  was  being  enlisted  for  political  ends,  and  avoiding  confirmations  of  the 
bureau's  investigations.  In  the  past,  F.B.I,  officials  have  been  disciplined  for 
disclosing  investigations. 

An  Administration  official  said  tonight  that  Attorney  General  Janet  Reno  had 
called  the  White  House  counsel,  Bernard  Nussbaum,  today  to  complain  about  the 
White  House  not  having  gone  through  her  office  to  deal  with  the  F.B.I, 
statement.  The  official  told  of  the  complaint  in  confirming  an  account  in  the 
Tuesday  issue  of  The  Washington  Post . 

In  an  interview  tonight,  Mr.  Nussbaum  said  that  in  his  conversation  with  Ms. 
Reno  he  had  'reaffirmed'  that  'it  has  been  and  remains  the  policy  of  the  White 
House  that  any  contact'  with  the  F.B.I,  would  be  made  through  the  Attorney 
General's  office.  The  origi-nal  contact  with  the  F.B.I,  was  made  by  the  White 
House,  he  said,  because  officials  there  regarded  the  suspicion  of  improper  acts 
in  the  travel  office  as  a  police  matter. 

The  disclosure  of  the  White  House's  interaction  with  the  bureau  came  during 
questioning  of  George  Stephanopoulos ,  the  White  House  communications  director, 
by  reporters  at  today's  news  briefing. 

'We've  Got  to  Do  Better' 

Mr.  Stephanopoulos  also  acknowledged  that  President  Clinton  was 
'disappointed  in  what  happened'  last  week,  when  the  furor  over  the  dismissal 
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of  the  travel  office  staff  and  over  the  President's  expensive  haircut  at  horn 
Angeles  International  Airport  diverted  attention  from  his  economic  message.  Mr. 
Stephanopoulos  said  the  President  'feels  we've  got  to  do  better,  and  we  will.* 

■What  we  saw  last  week  isn't  going  to  happen  again,*  Mr.  Stephanopoulos 
added.  But  he  no  sooner  uttered  those  words  than  he  found  himself  bombarded  by 
questions  about  the  links  between  the  White  House  and  the  P.B.I,  in  the  travel 
office  dismissals. 

John  Collingwood,  the  bxireau  official  who  attended  the  White  House  meeting, 
said  that  no  one  had  tried  to  manipulate  the  agency  into  backing  the  White  House 
findings  of  mismanagement.  'I'm  very  confident  we  followed  o\ir  normal  practice 
here, *  he  said. 

Nevertheless,  he  said  he  was  'surprised*  when  Presidential  aides  on  Friday 
took  the  highly  unusual  step  of  releasing  an  F.B.I,  stacemenc  not  intended  for 
public  release,  confirming  that  a  Federal  inquiry  was  under  way. 

Political  Strategy  Session 

While  the  P.B.I,  normally  does  not  disclose  investigations,  he  said,  this 
peurticular  statement  was  consistenc  with  the  bureau's  policy  of  acknowledging 
some  high-profile  investigations  if  the  faces  have  been  disclosed  by  a  credible 
source,  in  this  case  the  Whice  House. 

Mr.  Stephanopoulos  said  today  tbac  last  Friday,  Dee  Oee  Myers,  the  Whice 
House  press  secretary,  called  Mr.  Collingwood,  the  bureau's  director  of  public 
affairs  and  Congressional  relations,  and  asked  him  Co  meet  in  Mr. 
Stephanopoulos ' 3  office  wich  Mr.  SCepbanopouIos;  Ms.  Myers;  David  Watkins, 
assistant  to  the  President  for  management  and  administration,  who  supervised  the 
travel  office;  Mr.  Nussbaum  and   two  members  of  his  staff. 

Whice  House  officials  acknowledged  chac  Che  meecing  was  a  policical  strategy 
session  on  how  to  quell  Che  furor  over  che  abrupt  dismissal  of  the  travel  office 
staff. 

The  F.B.I,  official  was  asked  Co  help  drafc  a  scaccmenc  on  Friday  afternoon 
after  several  news  organizations  obtained  a  memorandum  written  by  Mr.  Clinton's 
cousin,  Catherine  Cornelius,  less  than  a  month  after  Mr.  Clinton  took  office, 
proposing  that  the  White  House  dismiss  the  seven  career  travel  office  employees 
and  put  her  in  charge. 

The  disclosure  of  the  Cornelius  memo  had  called  into  question  che  Whice 
House's  claims  Chac  Che  members  of  Che  cravel  office  staff  ware  dismissed  purely 
because  of  mismanagement  and  possible  criminal  behavior. 

Possible  Criminal  Behavior 

Normally,  bureau  spokesmen  neither  confirm  nor  deny  the  existence  of  an 
investigation,  except  in  unusual  cases  when  it  has  come  to  light  independencly. 
Some  F.B.I,  officials  said  privacely  lasc  week  that  they  were  uncomfortable  with 
the  way  their  agency  was  being  brought  into  a  case  with  apparent  political 
rami  f  icat  ions . 
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grounds  Co  begin  a  preliminary  criminal  invescigacion,  as  the  White  House  had 
claimed. 

Mr.  Stephanopouloa  said  the  Clinton  team  had  'tallced  to'  the  F.B.I,  official 
about  issuing  a  statement  backing  the  White  House  claim  of  possible  criminality. 
That  claim  was  based  on  an  earlier  investigation  of  the  office  .by  the  accounting 
firm  of  Peat  Marwiclc.  Mr.  Stephanopouloa  said  no  coercion  had  been  involved,  and 
that  it  was  singly  a  discussion  between  the  Vlhite  House  and  the  F.B.I,  about 
what,  if  anything,  the  bureau  would  feel  comfortable  saying  at  that  stage  of  the 
investigation . 

Reno  Met  With  Sessions 


As  the  White  House  was  releasing  the  bureau's  statement  last  Friday,  Ms.  Reno 
and  the  F.B.I.  Director,  William  S.  Sessions,  were  meeting  to  discuss  his  future 
with  the  agency.  Mr.  Sessions  has  been  under  fire  for  months,  and  bis  job  is 
currently  under  review  by  the  Clinton  Administration  because  of  allegations  of 
wrongdoing  Chat  %#ere  brought  by  the  Justice  Oeparcmenc'a  Office  of  Professional 
Responsibilicy . 

Mr.  SCephanopoulos  said  Mr.  Sessions  played  no  role  in  approving  Che  bureau's 
scacement  about  its  investigation  of  the  travel  office. 

Asked  if  he  had  been  aware  that  it  was  not  standard  practice  for  the  F.B.I, 
to  confirm  investigations,  Mr.  Stephanopouloa  said,  "I'd  have  to  check  Che 
8tand2u:d  practice . * 

GRAPHIC:  Photo:  President  Clinton  was  said  to  be  'disappointed  in  what  happened" 
last  week,  when  Che  furor  over  Che  dismissal  of  Che  Cravel  office  sCaff  and  over 
the  President ' s  expensive  haircut  at  Los  Angeles  International  Airport  diverted 
attention  from  his  economic  message.  The  President  attended  an  event  yesterday 
in  the  Rose  Garden.  (Jose  R.  Lopez /The  New  York  Times) 
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House  Republicans  turned  a  harsh  spotlight  on  the  failings  of  Little  Rock' s 
Rose  Law  Firm  yesterday,  calling  it  a  case  study  in  conflicts  of  interest  for 
work  it  did  for  the  federal  government .  They  released  new  documents  to  flesh  out 
Hillary  Rodham  Clinton' s  role  in  representing  am  S&L  regulated  by  her  husband' s 
gubernatorial  administration. 

At  issue  was  the  firm' s  failure  to  tell  two  federal  agencies  of  prior  work 
some  of  its  lawyers,  including  Hillary  Clinton,  had  done  for  Madison  Guaranty 
Savings  &  Loan.  One  of  those  called  to  testify  was  Hillary  Clinton's  former  Rose 
partner,  Webster  L.  Hubbell,  who  entered  federal  prison  this  week  for 
overbilling  clients  --  including  the  government. 

As  congressional  Whitewater  hearings  came  to  a  close  yesterday.  House 
Republicans  distributed  a  stack  of  letters  and  memos  to  and  from  Hillary  Clinton 
connected  to  her  work  for  Madison  and  its  owner,  James  B.  McDougal,  that  showed 
her  involved  in  a  wider  range  of  issues  than  she  has  previously  discussed.  In 
the  past,  Hillary  Clinton  has  described  her  work  for  Madison  as  minimal.  The 
issue  has  been  an  ethical  concern  for  the  Clintons  since  the  1992  presidential 
race,  when  news  accounts  raised  questions  sibout  Hillary  Clinton's  representation 
of  the  SSiL   in  a  matter  before  a  Clinton- appointed  regulator.  At  the  time, 
McDougal  was  the  Clintons'  partner  in  the  Whitewater  real  estate  venture. 

Rose's  many  potential  conflict's  of  interest  and  its  failure  to  disclose  them 
to  the  Federal  Deposit  Insurance  Corp.  and  the  Resolution  Trust  Corp.  have 
recently  been  detailed  by  inspectors  general  from  both  agencies.  The  RTC  cited 
Rose's  work  on  Madison  in  particular  as  a  conflict,  but  said  it  had  failed  to 
disclose  prior  work  that  might  have  kept  it .from  being  hired  in  six  of  IS  SiL 
cases  it  worked  on  for  the  RTC. 

"This  could  be  described  as  an  insider  firm  reaping  profits  from  the  public 
after  insiders  had  defrauded  the  public  and  caused  a  loss  to  the  taxpayers," 
Banking  and  Financial  Services  Committee  Chairman  Jim  Leach  (R-Iowa)  said  of  the 
Rose  Law  Firm. 

Ronald  Clark,  the  firm's  chief  operating  officer,  said  yesterday  that  Rose 
reported  its  potential  conflicts  to  Hubbell  for  him  to  disclose  to  federal 
regulators.  He  noted  that  "we  are  the  ones  who  reported  Webster  Hubbell 's  crimes 
to  the  proper  authorities." 
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But  even  Democrats  refused  yesterday  to  defend  the  Rose  firm's  actions.  'It's 
obviously  a  corrupt  firm,"  said  Rep.  Joseph  P.  Kennedy  II  (D-Mass.).  They 
largely  tried  to  lay  blame  for  the  failure  to  root  out  Rose's  conflicts  of 
interest  on  Republican  appointees  running  the  federal  S&L  regulatory  agencies  in 
the  late  1980s  when  Rose  was  hired. 

Democrats  who  attended  yesterday' s  hearing  were  sympathetic  toward  April 
Breslaw,  the  RTC  lawyer  who  hired  and  supervised  Rose. 

Breslaw  was  secretly  tape-recorded  in  1994  by  this  week's  star  witness,  RTC 
investigator  L.  Jean  Lewis.  Lewis  worked  on  a  request  for  a  Justice  Department 
criminal  investigation  of  Madison  and  she  suspected  a  check-kiting  scheme  at  the 
StL  that  might  be  benefiting  Whitewater.  The  real  estate  venture,  which  was 
jointly  owned  by  the  Clintons  and  McDougal  and  his  wife,  maintained  a  checking 
account  at  Madison. 

On  the  tape,  Breslaw  tells  Lewis  that  the  "head  people"  at  the  RTC,  if  they 
could  say  it  honestly,  "would  like  to  be  able  to  say  Whitewater  did  not  cause  a 
loss  to  Madison." 

But  Breslaw,  who  appeared  after  the  dramatic  tape  was  played  before  the 
committee  earlier  this  week,  said,  "The  people  at  the  RTC  who  have  actively 
participated  in  the  Madison  investigation  are  nonpolitical  professionals,  like 
myself.  We  have  never  had  any  interest  in  juiything  other  than  an  honest 
investigation. " 

In  the.  late  19803  after  Madison's  failure,  Breslaw  hired  Hubbell  to  sue  Frost 
&  Co.,  the  S&L's  accountants.  She  also  dealt  with  him  on  other  StL  cases  Rose 
took  on  for  the  RTC. 

Hubbell  was  the  lead  attorney  in  the  government's  case  against  Frost  4  Co., 
an  attempt  to  recoup  some  of  the  estimated  S  60  million  in  taxpayer  losses 
caused  by  the  S&L's  failure.  The  FDIC  sought  $  10  million  in  damages.  Rose 
settled  the  case  for  $  1.025  million,  billing  the  government  $  375,000  in  fees 
and  expenses . 

There  was  a  visible  chill  between  the  once  friendly  lawyers  yesterday. 
Hubbell  sat  at  one  end  of  the  witness  table;  at  the  other  end  --  as  far  away  as 
she  could  get  --  sat  Breslaw,  a  young  lawyer  whose  career  has  been  tangled  in 
the  Madison  controversy  as  a  result  of  her  decision  Co  hire  him.  For  much  of  the 
past  1  1/2  years,  amid  controversy  about  conflicts  of  interest  by  Rose,  Breslaw 
has  insisted  there  were  none. 

Hubbell  acknowledged  that  he  knew  Rose  had  previously  represented  Madison 
when  the  government  hired  him  to  sue  Madison's  accountants.  He  may  have  even 
heard  it,  he  said,  from  then- state  Securities  Commissioner  Beverly  Bassett 
Schaf f er. 

Republicans  read  portions  of  a  deposition  from  Schaffer  in  which  she  said  she 
specifically  cold  Hubbell  Chat  Hillary  Clinton  and  anoc.her  lawyer  had  previously 
done  work  for  Madison  that  involved  Frost.  Schaffer  said  Hubbell  "just  let  this 
discussion  drop  without  additional  comment." 

Hubbell  testified  chat  ocher  Rose  firm  lawyers,  including,  he  believed, 
Hillary  Clinton,  knew  Rose  was  caking  on  Che  Frosc  lawsuit. 
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Amid  concern  in  the  White  House  last  Friday  over  charges  that  cronyism  lay 
behind  the  dismissal  of  seven  travel  aides,  Clinton  advisers  summoned  a  senior 
official  in  the  Federal  Bureau  of  Investigation  to  a  political  strategy  session 
and  solicited  a  public  statement  from  the  agency  backing  their  version  of 
events . 

By  calling  on  the  F.B.I,  to  help  save  the  Administration  from  embarrassment, 
the  White  House  appeared  to  be  deviating  from  two  decades  of  efforts  to  insulate 
the  law-enforcement  agency  from  even  the  appearance  of  Presidential 
manipulation. 

It  also  put  the  bureau  in  the  position  of  departing  from  what  some  F.B.I. 
officials  said  had  been  two  long-standing  practices:  dealing  with  the  White 
House  only  through  the  Justice  Department  to  avoid  the  appearance  that  the 
bureau  was  being  enlisted  for  political  ends,  and  avoiding  confirmations  of  the 
bureau's  investigations.  In  the  past,  F.B.I,  officials  have  been  disciplined  for 
disclosing  investigations. 

An  Administration  official  said  tonight  that  Attorney  General  Janet  Reno  had 
called  the  White  House  counsel,  Bernard  Nussbaum,  today  to  complain  about  the 
White  House  not  having  gone  through  her  office  to  deal  with  the  F.B.I. 
statement.  The  official  told  of  the  complaint  in  confirming  an  account  in  the 
Tuesday  issue  of  The  Washington  Post . 

In  an  interview  tonight,  Mr.  Nussbaum  said  that  in  his  conversation  with  Ms. 
Reno  he  had  "reaffirmed"  that  "it  has  been  and  remains  the  policy  of  the  White 
House  that  any  contact"  with  the  F.B.I,  would  be  made  through  the  Attorney 
General's  office.  The  original  contact  with  the  F.B.I,  was  made  by  the  White 
House,  he  said,  because  officials  there  regarded  the  suspicion  of  improper  acts 
in  the  travel  office  as  a  police  matter. 

The  disclosure  of  the  White  House's  interaction  with  the  bureau  came  during 
questioning  of  George  Stephanopoulos,  the  White  House  communications  director, 
by  reporters  at  today's  news  briefing. 

'We've  Got  to  Do  Better' 

Mr.  Stephanopoulos  also  acknowledged  that  President  Clinton  was 
"disappointed  in  what  happened"  last  week,  when  the  furor  over  the  dismissal 
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of  the  travel  office  staff  and  over  the  President's  expensive  haircut  ac  Los 
Angeles  International  Airport  diverted  attention  from  his  economic  message.  Mr. 
Stephanopoulos  said  the  President  'feels  we've  got  to  do  better,  eind  we  will." 

■vrhat  we  saw  last  wee)c  isn't  going  to  happen  again,*  Mr.  Stephanopoulos 
added.  But  he  no  sooner  uttered  those  words  than  he  found  himself  bombarded  by 
questions  about  the  links  between  the  Vrhite  House  and  the  F.B.I,  in  the  travel 
office  dismissals. 

John  Collingwood,  the  bureau  official  who  attended  the  White  House  meeting, 
said  that  no  one  had  tried  to  manipulate  the  agency  into  backing  the  White  House 
findings  of  mismanagement.  "I'm  very  confident  we  followed  our  normal  practice 
here,  '  he  said. 

Nevertheless,  he  said  he  was  "surprised"  when  Presidential  aides  on  Friday 
took  the  highly  unusual  seep  of  releasing  an  F.B.I,  statement  not  intended  for 
public  release,  confirming  that  a  Federal  inquiry  was  under  way. 

Political  Strategy  Session 

While  the  F.B.I,  normally  does  not  disclose  investigations,  he  said,  this 
particular  stacement  was  consistent  with  the  bureau's  policy  of  acknowledging 
some  high-profile  investigations  if  the  facts  have  been  disclosed  by  a  credible 
source,  in  this  case  the  White  House. 

Mr.  Stephanopoulos  said  today  thac  last  Friday,  Dee  Dee  Myers,  the  White 
House  press  secretary,  called  Mr.  Collingwood,  the  bureau's  director  of  public 
affairs  and  Congressional  relations,  and  asked  him  to  meet  in  Mr. 
Stephanopoulos' s  office  with  Mr.  Stephanopoulos;  Ms.  Myers;  David  Watkins, 
assistant  to  the  President  for  management  and  administration,  who  supervised  the 
travel  office;  Mr.  Nussbaum  and  two  members  of  his  staff. 

White  House  officials  acknowledged  that  the  meeting  was  a  political  strategy 
session  on  how  to  quell  the  furor  over  the  abrupt  dismissal  of  the  travel  office 
staff. 

The  F.B.I,  official  was  asked  to  help  draft  a  statement  on  Friday  afternoon 
after  several  news  organizations  obtained  a  memorandum  written  by  Mr.  Clinton's 
cousin,  Catherine  Cornelius,  less  than  a  month  after  Mr.  Clinton  took  office, 
proposing  that  the  White  House  dismiss  the  seven  career  travel  office  employees 
and  put  her  in  charge . 

The  disclosure  of  the  Cornelius  memo  had  called  into  question  the  White 
House's  claims  that  the  members  of  the  travel  office  staff  were  dismissed  purely 
because  of  mismanagement  and  possible  criminal  behavior. 

Possible  Criminal  Behavior 

Normally,  bureau  spokesmen  neither  confirm  nor  deny  the  existence  of  an 
investigation,  except  in  unusual  cases  when  it  has  come  to  light  independently. 
Some  F.B.I,  officials  said  privately  last  week  that  they  were  uncomfortable  with 
the  way  their  agency  was  being  brought  into  a  case  with  apparent  political 
ramifications . 
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Nevertheless,  bxireau  officials  also  said  there  appeared  to  have  been  adequate 
grounds  to  begin  a  preliminary  criminal  investigation,  as  the  White  House  had 
claimed. 

Mr.  Stephanopoulos  said  the  Clinton  team  had  "talked  to*  the  F.B.I,  official 
about  issuing  a  statement  backing  the  White  House  claim  of  possible  criminality. 
That  claim  was  based  on  an  earlier  investigation  of  the  office  by  the  accounting 
firm  of  Peat  Marwick.  Mr.  Stephanopoulos  said  no  coercion  had  been  involved,  and 
that  it  was  simply  a  discussion  between  the  White  House  and  the  P.B.I,  about 
what,  if  anything,  the  bureau  would  feel  comfortable  saying  at  that  stage  of  the 
investigation. 

Reno  Met  With  Sessions 


As  Che  White  House  was  releasing  the  bureau's  statement  last  Friday,  Ms.  Reno 
and  the  F.B.I.  Director,  William  S.  Sessions,  were  meeting  to  discuss  his  future 
with  the  agency.  Mr.  Sessions  has  been  under  fire  for  months,  and  his  job  is 
currently  under  review  by  the  Clinton  Administration  because  of  allegations  of 
wrongdoing  that  were  brought  by  the  Justice  Department's  Office  of  Professional 
Responsibility. 

Mr.  Stephanopoulos  said  Mr.  Sessions  played  no  role  in  approving  the  bureau's 
statement  about  its  investigation  of  the  travel  office. 

Asked  if  he  had  been  aware  that  it  was  not  standard  practice  for  the  F.B.I, 
to  confirm  investigations,  Mr.  Stephanopoulos  said,  "I'd  have  to  check  the 
steuidard  practice . " 

GRAPHIC:  Photo :  President  Clinton  was  said  to  be  'disappointed  in  what  happened" 
last  week,  when  the  furor  over  the  dismissal  of  Che  travel  office  staff  and  over 
the  President's  expensive  haircut  at  Los  Angeles  International  Airport  diverted 
attention  from  his  economic  message.  The  President  attended  an  event  yesterday 
in  the  Rose  Garden.  (Jose  R.  Lopez/The  New  York  Times) 
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House  Republicans  turned  a  harsh  spotlight  on  the  failings  of  Little  Rock's 
Rose  Law  Firm  yesterday,  calling  it  a  case  study  in  conflicts  of  interest  for 
worlc  it  did  for  the  federal  government.  They  released  new  documents  to  flesh  out 
Hillary  Rodham  Clinton's  role  in  representing  an  S&L  regulated  by  her  husband's 
gubernatorial  administration. 

At  issue  was  the  firm' s  failure  to  tell  two  federal  agencies  of  prior  work 
some  of  its  lawyers,  including  Hillary  Clinton,  had  done  for  Madison  Guaranty 
Savings  &  Loan.  One  of  those  called  to  testify  was  Hillary  Clinton's  former  Rose 
partner,  Webster  L.  Hubbell,  who  entered  federal  prison  this  week  for 
overbilling  clients  --  including  the  government. 

As  congressional  Whitewater  hearings  came  to  a  close  yesterday,  House 
Republicans  distributed  a  stack  of  letters  amd  memos  to  and  from  Hillary  Clinton 
connected  to  her  work  for  Madison  and  its  owner,  James  B.  McDougal,  that  showed 
her  involved  in  a  wider  range  of  issues  than  she  has  previously  discussed.  In 
the  past,  Hillary  Clinton  has  described  her  work  for  Madison  as  minimal.  The 
issue  has  been  an  ethical  concern  for  the  Clintons  since  the  1992  presidential 
race,  when  news  accounts  raised  questions  about  Hillary  Clinton's  representation 
of  the  S&L  in  a  matter  before  .a  Clinton-appointed  regulator.  At  the  time, 
McDougal  was  the  Clintons'  partner  in  the  Whitewater  real  estate  venture. 

Rose's  many  potential  conflicts  of  interest  and  its  failure  to  disclose  them 
to  the  Federal  Deposit  Insurance  Corp.  and  the  Resolution  Trust  Corp.  have 
recently  been  detailed  by  inspectors  general  from  both  agencies.  The  RTC  cited 
Rose's  work  on  Madison  in  particular  as  a  conflict,-  but  said  it  had  failed  to 
disclose  prior  work  that  might  have  kept  it  from  being  hired  in  six  of  16  S&L 
cases  it  worked  on  for  the  RTC. 

'This  could  be  described  as  an  insider  firm  reaping  profits  from  the  public 
after  insiders  had  defrauded  the  public  and  caused  a  loss  to  the  taxpayers," 
Banking  and   Financial  Services  Committee  Chairman  Jim  Leach  (R-Iowa)  said  of  the 
Rose  Law  Firm. 

Ronald  Clark,  the  firm's  chief  operating  officer,  said  yesterday  that  Rose 
reported  its  potential  conflicts  to  Hubbell  for  him  to  disclose  to  federal 
regulators.  He  noted  that  "we  are  the  ones  who  reported  Webster  Hubbell 's  crimes 
to  the  proper  authorities . " 
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But  even  Democrats  refused  yesterday  to  defend 'the  Rose  firm's  actions.  'It's 
obviously  a  corrupt  firm,*  said  Rep.  Joseph  P.  Kennedy  II  (D-Mass.).  They 
largely  tried  to  lay  blame  for  the  failure  to  root  out  Rose's  conflicts  of 
interest  on  Republican  appointees  running  the  federal  S&L  regulatory  agencies  in 
the  late  1980s  when  Rose  vras  hired. 

Democrats  who  attended  yesterday' a   hearing  were  sympathetic  toward  April 
Breslaw,  the  RTC  lawyer  who  hired  and  supervised  Rose. 

Breslaw  was  secretly  tape-recorded  in  1994  by  this  week's  star  witness,  RTC 
investigator  L.  Jean  Lewis.  Lewis  worked  on  a  request  for  a  Justice  Department 
criminal  investigation  of  Madison  and  she  suspected  a  checlc-lciting  scheme  at  the 
S&L  that  might  be  benefiting  Whitewater.  The  real  estate  venture,  which  was 
jointly  owned  by  the  Clintons  and  McOougal  and  his  wife,  maintained  a  checking 
account  at  Madison. 

On  the  tape,  Breslaw  tells  Lewis  that  the  "head  people"  at  the  RTC,  if  they 
could  say  it  honestly,  'would  like  to  be  able  to  say  Whitewater  did  not  cause  a 
loss  to  Madison." 

But  Breslaw,  who  appeared  after  the  dramatic  tape  was  played  before  the 
committee  earlier  this  week,  said,  "The  people  at  the  RTC  who  have  actively 
participated  in  the  Madison  investigation  are  nonpolitical  professionals,  like 
myself.  We  have  never  had  auiy  interest  in  emything  other  than  an  honest 
investigation. " 

In  the  late  1980s  after  Madison's  failure,  Breslaw  hired  Hubbell  to  sue  Frost 
&  Co.,  the  S&L' 3  accountants.  She  also  dealt  with  him  on  other  SfcL  cases  Rose 
took  on  for  the  RTC. 

Hubbell  was  the  lead  attorney  in  the  government's  case  against  Frost  &  Co., 
an  attempt  to  recoup  some  of  the  estimated  S  60  million  in  taxpayer  losses 
caused  by  Che  S&L's  failure.  The  FOIC  sought  $  10  million  in  damages.  Rose 
settled  the  case  for  S  1.025  million,  billing  the  government  S  375,000  in  fees 
and  expenses . 

There  was  a  visible  .chill  between  Che  once  friendly  lawyers  yescerday. 
Hubbell  sac  at  one  end  of  Che  wicness  cable,-  ac  Che  ocher  end  --as  far  away  as 
she  could  get  --  sat  Breslaw,  a  young  lawyer  whose  career  has  been  tangled  in 
Che  Madison  controversy  as  a  result  of  her  decision  to  hire  him.  For  much  of  Che 
past  1  1/2  years,  amid  controversy  about  conflicts  of  interest  by  Rose,  Breslaw 
has  insisted  there  were  none. 

Hubbell  acknowledged  that  he  knew  Rose  had  previously  represenced  Madison 
when  the  government  hired  him  to  sue  Madison's  accountamts.  He  may  have  even 
heard  it,  he  said,  from  chen-scace  Securities  Commissioner  Beverly  Bassett 
Schaf fer. 

Republicans  read  portions  of  a  deposicion  from  Schaffer  in  which  she  said  she 
specifically  cold  Hubbell  that  Hillary  Clinton  and  anocher  lawyer  had  previously 
done  work  for  Madison  that  involved  Frost.  Schaffer  said  Hubbell  "jusc  lee  this 
discussion  drop  without  additional  comment." 

Hubbell  testified  that  other  Rose  firm  la^ryers,  including,  he  believed, 
Hillary  Clinton,  knew  Rose  was  caking  on  Che  Frosc  lawsuit. 
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*I  did  not  consider  that  a  conflict  because  we  were  standing  in  the  shoes  of 
Madison  in  suing  their  former  accountants,*  he  said.  Hubbell  said  he  told  the 
RTC  of  the  prior  work  for  Madison,  but  Breslaw  said  she  was  not  informed. 

Committee  documents  obtained  from  a  variety  of  sources,  including  the  Rose 
firm  amd  Madison  files,  showed  some  of  Hillary  Clinton's  worlc  for  the  S&L, 
including  a  letter  she  sent  to  Frost  &  Co.  for  an  audit  --  the  same  accounting 
firm  Rose  later  sued  on  the  government's  behalf  over  its  Madison  audits. 

In  her  February  1986  letter,  Hillary  Clinton  said  the  S&L  was  not-  aware  of 
any  pending  claims  that  would  affect  the  1985  financial  statement  Frost  was 
preparing  for  Madison. 

An  earlier  Frost  audit  of  Madison's  books  was  part  of  the  Rose  firm's 
submission  to  state  regulators  in  1985  when  Madison  wanted  permission  to  raise 
capital  by  selling  preferred  stock.  Hillary  Clinton  cuid  a  young  Rose  associate, 
Richard  Massey,  worked  on  the  stock  proposal. 

Two  department  officials  recommended  against  the  plan,  which  had  never  before 
been  tried  in  Arkansas.  They  were  overruled  by  Schaffer. 

Documents  show  Hillary  Clinton  worked  on  Madison's  joint  investment  in  loans 
initiated  by  another  institution  for  which  Rose  did  work. 

In  addition,  the  documents  showed  Hillary  Clinton  was  involved  in  various 
aspects  of  Madison's  Castle  Grande  industrial -and- trailer  park  project  south  of 
Little  Rock.  Hillary  Clinton  provided  advice  on  regulatory  questions  involving  a 
proposed  brewery  and  water  and  sewer  system  at  the  site. 

The  RTC  inspector  general  was  particularly  critical  of  Rose's  work  on  a  $ 
1.75  million  Icuid  deal  that  bank  examiners  later  branded  as  a  series  of 
'fictitious'  transactions.  Hillary  Clinton  was  the  billing  partner  on  Madison 
matters,  but  another  Rose  attorney  handled  the  land  deal  closing. 
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If  Hillary  Rodham  Clinton  has  a  few  more  bucks  than  in  the  late  '80s,  she 
owes  a  thank  you  to  David  Hines,  a  Southerner  who  has  a  keen,  consistent  eye  for 
spotting  overpriced  stocks . 

Hines,  whose  name  has  not  surfaced  before  as  a  money  maker  for  Clinton, 
helped  manage  part  of  her  assets  in  the  late  '803  and  very  early  '90s.  Some  pros 
tell  me  that  thanks  largely  to  his  prowess  as  a  short -seller  -  a  bettor  on  lower 
stock  prices  -  she  turned  in  some  sparkling  gains,  especially  in  '89  and  '90. 

At  that  time,  Hines  was  a  key  portfolio  manager  at  a  Little  Rock  investment 
firm.  In  fact,  the  intense,  fast -talking  Hines'  name  was  on  the  door: 
Smith-Hines  Investment  Management  (now  Smith  Capital  Management) .  Clinton  had 
put  $  50,000  to  $  100,000  in  Value  Partners,  a  partnership  run  by  the  firm. 

Her  assets  swelled  as  Hines  helped  rack  up  hefty  gains  for  Value  Partners  - 
37%  in  '89  and  46V  in  '91.  Among  the  winning  short  sales  that  helped  spark  such 
increases,  according  to  Hines:  USG,  Shorewood  Packaging,  Software  Publishing, 
Southeast  Banking  and   KnowledgeWare . 

Rowland  Smith,  vice  president  of  Smith  Capital  Management,  confirms  Hines 
made  a  major  contribution.  "He  was  very  instrumental  in  those  '89  and  '90  gains. 
He's  an  impressive,  knowledgeable  guy  and  especially  good  at  selling  short." 

Hines,  36,  left  Smith-Hines  in  September  '91  to  start  Hines  Management. 
Located  in  Conway,  Ark.,  35  miles  from  Little  Rock,  it  has  S  15  million  of 
assets.  Its  focus  is  short  selling,  though  it  also  buys  stocks. 

The  Clintons'  investments  were  disclosed  a  month  ago  in  federal  filings.  At 
no  point  did  the  first  lady  help  pick  stocks  Value  Partners  bought  or  sold  short 
or  discuss  them  with  the  firm.  Her  holdings  have  been  placed  in  a  blind  trust  to 
avoid  questions  concerning  her  financial  dealings.  Hines  doesn't  manage  any  of 
her  assets  now. 

Hines,  who  chatted  with  Clinton  on  several  occasions  when  her  husband  was 
governor  of  Arkansas,  describes  her  as  "astute,  businesslike  and  a  real  sharp 
cookie.  I'd  also  say  she's  well  qualified  to  be  president." 

Did  he  vote  for  Bill?  Hines  is  quick  to  say:  "I  won't  answer  that." 
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As  a  short-seller  -  a  rislcy  strategy  -  Rines  trailed  the  marlcet  in  '92, 
posting  a  3.5%  gain  vs.  a  7.6%  total  return  for  the  S&P  500  index.  But  he  beat 
the  average  short-seller  (down  4%).  This  year,  he's  running  rings  around  both 
with  a  gain  of  more  than  30%.  The  S&P  500  this  year  is  up  less  than  4%, 
including  dividends,  and  the  average  short  this  year  is  about  flat. 

Among  his  big  '93  hits  on  the  short  side:  Eagle  Hardware,  MTC  Electronic, 
VideOcart,  Innnune  Response,  McAfee  Associates  and  KnowledgeWare . 

Where  will  the  market  be  in  six  months?  No  answer.  "I  don't  try  to  guess 

where  the  market  will  go;  I  try  to  guess  where  stocks  will  go."  Still,  he's  not 

excited  about  buying  stocks.   "We're  late  in  the  bull  market,"  he  says.  His 
reasoning : 

-  Rich  stock  valuations,  as  measured  by  fundamental  values  (such  as 
price-earnings  multiples,  book  values  and  dividend  yields) . 

-  Big  public  buying  of  stock  mutual  funds,  a  contrary  indicator. 

-  A  continuing  high  level  of  company  stock  offerings,  which  generally 
coincides  with  market  tops. 

Hines  tracks  200  stocks  daily,  mostly  on  NASDAQ.  In  short  selling,  he  won't 
make  a  bet  until  he  sees  an  event  caking  place  within  three  months  -  some  sort 
of  news  that'll  knock  Che  stock  price  down.  Thac  would  include  an  unfavorable 
earnings  announcement ,  news  of  a  produce  delay  or  a  disclosure  from  a  rival  Chat 
could  signal  more  competition. 

"To  short  without  an  event  is  insanity,"  he  says.  "A  company  that  has  poor 
fundamencals  can  double  or  criple  before  you're  proved  right." 

That's  not  as  easy  as  it  sounds.  Earlier  this  year  Hines  rolled  craps  when  he 
sold  short  some  riverboac -gambling  scocks.  The  evenc  he  looked  for:  chat 
investors  would  recognize  Che  low  quality  of  earnings  because  of  such  practices 
as  capiCalizing  expenses  and  low-balling  escimaced  cax  liabilities.  But  it  never 
happened.  Mania  for  Che  group  is  such  chac  no  one  cared.  "I  shorced  coo  soon  and 
it  cost  me , "  he  says . 

A  big  reservoir  of  information  for  Hines  is  quarterly  corporate  filings  with 
the  Securities  and  Exchange  Commission  in  connection  with  cheir  earnings 
reports.  "I  Cry  Co  gee  them  firsc  or  as  early  as  I  can  Co  see  if  chere  are  any 
problems , "  he  says . 

One  cop  short  -  see  charts  for  favorice  shores  and  buys  -  is  Jan  Bell 
Marketing.  UnCil  recencly  it  was  a  jewelry  discribucor  chac  goc  60%  of  iCs 
revenue  from  Sam's  Wholesale  Clubs  (owned  by  Wal-Marc)  and  20%  from  Pace 
Warehouse .  BuC  no  more . 

Jan  Bell  has  announced  ic's  switching  from  being  a  distributor  at  Sam's  co 
operating  leased  jewelry  deparcmencs  at  the  chain.  As  part  of  the  shift,  Jan 
Bell  will  buy  more  Chan  S  77  million  worth  of  its  inventory  from  Sam's  and  hire 
1,200  more  workers. 

Troubling  Hines  is  chac  he  sees  profic  margins  will  noc  be  as  large  as  in  Che 
past.  In  fact,  the  company  said  just  that  in  a  recent  quarterly  filing  with 
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the  SEC.  What's  more,  now  that  it's  more  of  a  retailer  than  a  distributor,  Rines 
points  out  that  Jan  Bell  will  incxir  inventory  risk.  In  the  past,  the  goods  it 
shipped  to  Sam's  were  counted  as  revenue. 

Hines  says  it's  unclear  how  Jan  Bell  will  fund  a  $  77  million  merchandise 
buybaclc.  It  could  do  a  stock  offering  or  taUce  some  other  action  that  could 
dilute  per-share  earnings,  he  says.  He  also  feels  its  conversion  from  chiefly  a 
distributor  to  a  retailer  could  be  much  more  costly  than  Hall  Street  expects. 

"This  jewelry  company  is  no  gem,"  Hines  says. 

What's  Jan  Bell  got  to  say?  I  left  several  messages  for  CEO  Alan  Lipton,  but 
he  never  called  back.  The  public-relations  department  also  failed  to  respond  to 
several  calls. 

Hines'  top  buy,  though  not  his  biggest  projected  winner,  is  Marcum  Natural 
Gas.  It  makes  state-of-the-art  dispensing  and  control  equipment  for  alternative 
fuels,  such  as  natural  gas.  Though  a  money-loser  now,  it  should  be  a  major 
beneficiary  of  a  big  swing  to  natural  gas,  Hines  says. 

How  does  he  relax?  "I  work;  I  love  it!"  Hines,  father  of  three,  then  caught 
himself,  saying  he  also  coaches  a  Little  League  baseball  team  that's  playing 
less  than  .500  ball.  "It's  a  rebuilding  process,"  he  says.  "I'm  going  to  zura   it 
around  -  just  like  I  did  with  my  firm." 

Hines '  top  shorts . . . 

Money  m2Aager  David  Hines  lists  his  favorite  short  sales  and  stock  buys  for 
the  next  12  months : 

Thurs.  52-week  12-mo.  Pet. 

close  high/ low  target  change 

$  8  7/8  12  7/8  /   5  5/8  5  1  -89% 

S  S  5/8  13/4  3/8  $  1  -35* 

$  24  5/8  25  3/4  /  IS  1/8  $  7  -72% 

$  15  1/8  20  3/4  /  14  3/4  $  5  -67% 

$  14  1/2  23  /  12  1/2  $  5  -66% 

$  14  21  1/2  /   7  1/2  $  5  -64% 

$  10  1/2  IS  1/8  /   3  1/4  S  S  -52% 

$  9  7/8  30/4  7/8  $  5  -49% 


Company 

Hondo  Oil  &  Gas 

Tristar 

Columbia  Gas  System 

Alaska  Air  Group 

Jan  Bell  Marketing 

SciClone  Pharmac. 

Interactive  Network 

MTC  Electronic  Tech. 


Source :  Hines  Memagement 

—  and  his  top  buys 

Company 

Interactive  Medical 
Home  Shopping  Network 
Pizza  Inn 
Marcum  Natural  Gas 

Source:  Hines  Management 

GRAPHIC:  PHOTO,  b/w,  Joe  Tabacca,  AP;  PHOTO,  b/w,  Ted  Mathias,  AP 


Thur. 

52 -week 

12-mo. 

Pet. 

close 

high/ low 

target 

change 

S  2  1/2 

3  5/16  /  2 

$  12 

+380% 

$  10  1/2 

10  1/8   /  4  1/8 

S  20 

+90% 

S  2  3/4 

3  1/4   /   11/16 

$  5 

+82% 

$  8  5/8 

10  7/8   /  2  1/8 

$  IS 

♦74% 
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IN  the  weeJts  before  Vincent  Footer's  death,  he  was  working  on 
overcoming  ethical  concerns  about  one  of  Hillary  Rodham  Clinton's 
assets  by  putting  the  Clintons'  financial  holdings  into  a  blind 
trust. 

The  guilt -ridden  deputy  counsel  may  have  mishandled  a 
potential  conflict  of  interest  in  Value  Partners,  an  investment 
group  in  which  Hillary  Clinton  held  nearly  1  percent;  her  estimated 
share  is  $  100,000. 

The  partnership  was  about  14  percent  invested  in  health-care 
atocics  at  last  year's  end;  it  had  ""short"'  positions  in  companies 
like  Health  Pro,  Cryomedical  Sciences  and  Bioplasty,  betting  their 
prices  would  drop.   The  partnership  manager,  William  Smith,  tells  me 
he  spoke  to  Foster  ""three  or  four  times''  this  year. 

Hillary  Clinton's  public  pronouncements  about  health  and  her 
hints  at  the  need  for  particular  price  controls  had  a  predictaible 
effect  on  stocks  in  that  field.   Foster  assured  her  she  had  no 
conflict-of-interest  problems  because  she  was  not  a  government 
employee . 

Then  came  the  lawsuit  demanding  she  open  health- reform 
meetings  to  the  public.   The  Federal  Advisory  Commission  Act  says 
that  such  meetings  can  be  closed  if  attended  only  by  ""full-time 
officers  and  employees''  of  government.   White  House  counsel  won  the 
case  by  claiming  Clinton  was  indeed  a  federal  official  for  purposes 
of  that  act. 

But  appellate  Judge  Laurence  Silberman  put  a  pregnant 
footnote  in  his  June  22  opinion:  ""We  do  not  need  to  consider 
whether  Mrs.  Clinton's  presence  on  the  Task  Force  violates  any 
conflict-of-interest  statutes.  '' 

Had  Foster's  victory  in  court  subjected  the  first  lady  to  a 
Justice  Department  investigation  based  on  the  Criminal  Code's 
section  202? 

Faxed  about  this,  Counsel  Bernard  Nussbaum  faxes  back:  ""The 
decision  did  not  purport  to  affect  the  question  whether  the  first 
lady  is  an  officer  or  employee  for  any  other  purposes,  including 
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application  of  the  conflict  of  interest  laws.  " 

About  the  propriety  of  these  holdings:  •■She  had  no  role 
whatsoever  in  the  investment  decisions  of  the  fund.   Its  holdings 
included  some  assets  that  are  health-related,  but  the  total  of 
these  assets  is  a  minor  portion  of  the  fund's  entire  portfolio  -- 
to  our  knowledge,  less  than  10  percent.   Foster  was  aware  of  these 
facts.   The  matter  was  not  discussed  with  the  Office  of  Legal 
Counsel .  ' ' 

Reasonable  ethicists  will  grant  that  Hillary  Clinton' s 
health-related  holdings  are,  as  Nussbaum  writes,  ""clearly 
insubstantial,  because  they  are  both  a  small  amount  of  money  and  an 
insignificant  part  of  the  Clintons'  total  assets.  ''  Nobody  suggests 
she  was  out  to  make  a  buck  on  short  sales  of  medical  stocks. 

But  what  may  well  have  contributed  to  Foster' s  gloom  was  the 
need  to  protect  the  first  lady  from  the  consecjuences  of  his  FACA 
victory  with  legal  legerdemain.   His  solution  was  to  put  this  active 
official  outside  the  reach  of  the  law. 

Section  203  specifically  exempts  the  president  and  the  vice 
■  president  from  the  conflict-of-interest  law.   Adds  the  redoubtable, 
likable  Nussbaum:  ""It  is  the  view  of  the  White  House  counsel, 
consistent  with  the  views  of  prior  administrations,  that  the  first 
lady,  like  the  president,  is  not  covered  by  the  conflict  of 
interest  statutes  and  regulations.  '' 

That's  the  Foster-Nussbaum  doctrine,  not  the  law.   The 
non-coverage  of  this  most  govemmentally  energetic  first  lady  was 
not  sanctioned  by  Congress,  not  approved  by  the  courts,  not  even 
reviewed  by  the  Justice  Department. 

Justice's  much- ignored  Office  of  Legal  Counsel,  once  led  by 
such  luminaries  as  Chief  Justice  William  Rehnquist  and  Justice 
Antonin  Scalia,  was  again  bypassed  by  the  White  House.  (The  de 
facto  boss  at  Justice,  Hillary's  former  law  partner,  Webster 
Hubbell,  even  took  over  the  poor  guy's  office  space.)  Nussbaum  says 
that  President  Reagan's  Office  of  Legal  Counsel  ""opined  that  the 
first  lady  was  not  sobject  to  these  laws' '  --  as  if  Nancy  Reagan 
ever  claimed  to  be  a  government  official  for  any  purpose. 

The  blind  trust  finalized  three  days  after  Foster' s  death 
does  not  cleeui  up  a  half-year's  dealings  of  an  asset  that  a  lawyer 
sensitive  to  the  appearance  of  conflict  should  have  ordered 
divested  on  Inauguration  Day. 

What  must  have  added  to  Foster's  mental  burdens?   Not  the 
money  made  by  Hillary  Clinton's  $  14,000  piece  of  health  stocks; 
that's  chicken  feed.   It  was  the  trap  set  for  her  by  her  own 
counsel:  She  must  seek  to  join  the  president  and  vice  president  as 
the  only  full-time  government  officials  exempt  from  the 
conflict-of-interest  law. 


181 

PAGE 
The  Houston  Chronicle,  August  17,  1993 

LANGOAGE:  ENGLISH 

TYPE:  Editorial  Opinion 

NOTES:  Safire  is  a  Pulitzer  Prize-winning  columnist  of  the  New  Yorlc  Times. 

IjOAD-DATE:  August  18,  1993 


182 

PAGE    20 


DATE:  JULY  3,  1996 

CLIENT:  MEGAN 

LIBRARY:  NEWS 

FILE:  MAJPAP 


YOUR  SEARCH  REQUEST  IS: 
HEADLINE  (WHO  IS  VINCENT  FOSTER) 

NUMBER  OF  STORIES  FOUND  WITH  YOUR  REQUEST  THROUGH: 
LEVEL   1. .  .       1 


183 

1ST  STORY  of  Level  1  printed  in  FULL  format.  ^ 

Copyright  1993  The  New  York  Times  Company:  Abstracts 
Information  Bank  Abstracts 

WALL  STREET  JOURNAL 

June  17,  1993,  Thursday 

SECTION:  Section  A;  Page  10,  Column  1 

LENGTH:  47  words 

HEADLINE:  REVIEW  &  OUTLOOK:  WHO  IS  VINCENT  FOSTER? 

JOURNAL-CODE:   WSJ 

ABSTRACT: 

Editorial  sees  further  indications  of  the  Clinton  administration's  carelessness 
m  following  the  law;  discusses  case  of  White  House  deputy  counsel  Vincent 
Foster,  a  former  partner  of  Hillary  Clinton  in  the  Rose  Law  Firm  in  Little  Rock 

LANGUAGE:  ENGLISH 


184 


PAGE    22 
DATE:  JULY  3,  1996 

CLIENT:  MEGAN 
LIBRARY:  NEWS 
FILE:  MAJPAP 

YOUR  SEARCH  REQUEST  IS: 
HEADLINE  (THE  DISTANT  DRUM  OF  C.  BOYDEN  GRAY) 

NUMBER  OF  STORIES  FOUND  WITH  YOUR  REQUEST  THROUGH: 
LEVEL   1 . . .       1 


185 

1ST  STORY  of  Level  1  printed  in  FULL  format.        ^*°^   ^^ 

Copyright  1989  The  Washington  Post 
The  Washington  Post 

March  31,  1989,  Friday,  Final  Edition 

SECTION:  STYLE;  PAGE  Dl 

LENGTH:  3552  words 

HEADLINE:  The  Distant  Drum  of  C.  Boyden  Gray; 

The  President's  Friend  and  Ethics  Czar,  Pursuing  His  Causes  &  Clashing  with 

Insiders  ^ 

BYLINE:  Phil  McComba,  Washington  Post  Staff  Writer 
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C.  Boyden  Gray  multimillionaire  tobacco  heir.  Harvard  '64,  certified  member 
of  America's  patrician  elite  and  now  President  Bush's  controversial  White  House 
counsel  and  ethics  czar  --  rams  the  pedal  to  the  metal. 


,„,"^^fi?"^  hair  flying  wildly,  a  chortle  on  his  lips  and  a  wicked  gleam  in  his 
eye,   CB   --as  his  blueblood  buddies  call  him  shouts  over  the  wind   'See  if  r 
can  race  this  Porsche!" 

He  eyes  the  Porsche,  which  has  come  from  behind  to  snaJce  around  the  battered 
Parltwr   °   °''*"'^  ^^^^   "^^^  ^^'^   piloting  along  the  George  Washington 

^5^i^rrrrrrrrrrr-auh-RRRRRRRRRRR!  goes  CB's  engine. 

1-."""^  *"^'  ^^^'^^-    HAHAHA!"  goes  CB  uncharacteristically,  it  might  seem,  for  a 
lean,  6-foot- 6,  ascetic-appearing  man  with  thick  bushy  eyebrows  who's  given  to 
striding  around  the  White  House  like  some  stoop-shouldered  Ichabod  Crane  with  a 
somewhat  distracted,  professorial  air. 

He  pushes  his  Chevy  past  75  mph,  pressing  toward  80. 

-It  doesn't  stop!-  he  shouts,  referring  to  the  zip  the  lio-octane, 
low-pollution  alcohol  fuel  made  from  natural  gas  gives  the  ancient  Chevy   "It 
keeps  on  going.  IT  JUST  KEEPS  ON  GOING!"  >-"<=vy.   ic 

But  the  Porsche  gets  away. 

„.„u^'^„^^  S*='="^  ^°   °"y  *^  h«  revved  more  than  20  mph  over  the  limit  that  it 
might  not  do  the  president  any  good  if  his  legal  counsel  got  picked  up  for 
speeding?  "^        '^ 

Well,  sort  of. 

mon,Inr'^?2r»  "^^^^  want  to  get  picked  up,"  he  grinned,  lifting  his  foot.  But  a 
fn»T2  =   ^K  ^*  J^"""*"^  '=  ^°'^   ^^am,  in  the  passionate  belief  that  alcohol 
fuels  are  the  solution  to  the  nation's  energy  problems. 

ad^,?^f«^^  ^''''f  "  Gray  last  weekend,  when  he  publicly  criticized  aspects  of  the 
administration's  triumphant  bipartisan  accord  with  Congress  on  Central 
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America,  thac  this  Icind  o£  publicity  might  not  do  the  president  any  good? 

Gray,  45,  may  be  one  o£  Bush's  most  trusted  aides,  but  it's  being  said  in  the 
White  House  and  elsewhere  in  Republican  circles  that  this  free-thinking  maverick 
is  a  political  humbler  who's  hurting  his  boss. 

That  he's  dabbling  in  policy  and  pushing  pet  projects  like  alcohol  fuel  when 
he  should  stick  to  his  job  of  lawyering  for  the  president. 

■He's  politically  inept,  that's  his  problem,"  says  a  major  Republican 
operative.  "The  guy  is  very  well  meaning,  but  he's  got  a  political  naivete'.  He 
kept  pushing  this  grain  stuff  [grain  is  the  source  of  ethanol,  another  alcohol 
fuel]  back  in  Iowa,  He  overdid  it.  He  just  didn't  have  the  perspective." 

A  Bush  staffer  who  watched  Gray  at  work  during  the  campaign  recalls  that  "in 
senior  staff  meetings  he'd  go  on  about  something  out  of  this  world.  You'd  be  in 
a  meeting  10  days  before  Iowa  and  he  would  blow  on  about  some  insane  thing  in 
the  paper  on  methane . " 

"This  guy,"  sums  up  a  key  Republican  observer,  "is  not  coming  across  as  a 
suave  Washington  insider  who  knows  the  ways  of  power.  He  comes  across  as  a 
lawyer  who's  in  over  his  head." 

Gray's  eight  years  as  Bush's  vice  presidential  counsel,  in  this  observer's 
view,  "didn't  include  any  heavy  lifting.  He  was  basically  standby  equipment." 

Gray,  whose  legal  brilliance  is  unquestioned  --he  clerked  for  Earl  Warren 
omd  later  became  a  partner  at  Wilmer,  Cutler  &  Pickering  --is  offended  by  these 
suggestions. 

"I  don't  think  I'm  politically  dumb,"  he  protests,  "I  really  don't  ...  The 
ethanol  thing  was  such  an  explosive  and  powerful  issue  in  the  farm  community. 
The  argument  could  be  made  it  made  a  big  impact  in  the  Illinois  primary  against 
[Sen.  Robert]  Dole." 

But  with  the  administration  barely  two  months  old,  the  flaps  continue. 

In  the  latest.  White  House  Chief  of  Staff  John  H.  Sununu  this  week  rebuked 
Gray  for  his  public  criticism  of  the  Central  America  accord  that  Secretary  of 
State  James  A.  Baker  III  had  worked  out  with  Congress.  Gray  believed  that  it 
might  encroach  on  the  constitutional  powers  of  the  president,  amounting  to  a 
legislative  veto,  but  his  sin  was  telling  this  to  The  New  York  Times. 

"Judgment  was  lacking, "  a  senior  administration  official  was  quoted  as 
saying. 

Gray  wouldn't  comment,  but  another  administration  official  came  to  his 
defense,  saying,  "He  has  an  academic  interest  in  the  whole  subject  of 
legislative  vetoes,  and  part  of  his  job  is  to  protect  Bush's  position.  This 
could  sec  a  precedent  for  the  future,  and  he  was  doing  his  job  by  questioning 
it. " 

Still,  it  didn't  look  good  in  public. 
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And  it  was  the  second  time  in  recent  weeJts  that  Gray  had  clashed  bitterlv 
with  BaJcer  --  whose  ties  with  the  president  go  back  much  further  than  Gray's. 

Gray,  designated  by  the  president  to  enforce  ethical  standards  in  reviewina 
financial  and  personal  information  on  the  new  administration's  appointees  had 
been  privately  pressing  Baker  to  sell  a  large  block  of  stock  in  a  bank  hoidinq 
company  with  outstanding  loans  to  Third  World  countries.  Suddenly  news  of  this 
dispute  appeared  on  the  front  page  of  The  Washington  Post. 

Baker  sold  the  stock  but  was  said  to  be  -wild"  with  rage  at  Gray,  thinking 
the  counsel  planted  the  story,  which  Gray  as  much  as  admitted  to  The  Wall  Street 
Journal.  He  said  he  mentioned  Baker's  situation  to  reporters  as  one  of  several 
examples  of  troubles  officials  face  in  dealing  with  family  businesses. 

'Baker  will  kill  him  for  it,"  says  a  Republican  observer.  -Baker  likes  to  toy 
with  people  like  that.  He  will,  over  time,  destroy  his  credibility." 

Asked  if  he's  mad  at  Gray,  Baker  smiles  blandly  and  says,  "No,  he's  doing  his 
]ob  --  as  he  sees  it." 

Gray  viewed  the  matter,  he  says,  in  purely  legal  terms.  "I  don't  know  hire 
personally, "  he  says  of  Baker,  "but  the  law  changed  in  1988  or  1987  and  I 
basically  had  no  choice." 

Earlier,  Gray  had  come  under  fire  for  taking  a  legalistic  approach  in 
assessing  the  FBI  reports  on  defense  secretary-designate  John  Tower.  At  a  time 

^^?Jr^H''''^^"^r^  ^"^^y  ^"  =^^^5^'  ^^   ^^^^   "  ^"y  "  «ad  the  reports  and 
explain  their  significance  to  Bush.  Several  administration  sources  believe  he 
focused  too  narrowly  on  whether  Tower  was  guilty  of  serious  wrongdoing,  rather 
than  considering  whether  Senate  Democrats  could  mount  a  political  offensive. 

"But  I  wasn't  the  political  manager!"  retorts  Gray  in  his  own  defense.  "I 
t?,r   ^„^°*'  ''t?  "^^    --  Sununu,  [White  House  congressional  liaison  Fred]  McClure, 
but  not  me.  I'm  not  the  point  man  ...  My  role  was  not  to  make  political 
judgments  about  it.  I  had  nothing  to  do  with  the  selection  of  Tower  to  begin 

h..^"  ^^^^^''^^^''^y  noticeable  lapse.  Gray,  the  ethics  watchdog,  failed  to 
bring  his  own  finances  into  line  with  Bush's  stated  standards .  Two  weeks  after 
the  inauguration,  he  hurriedly  resigned  his  position  with  a  family 
t^r^fr^iT  =?'^*''y  ^""^   ^°°^   ^"P=  "  P"C  his  extensive  holdings  into  a  blind 
i^fL^  whfi       ""^  ^"  ^*'*  ?""  '^"  ^*  ^^'^   accepted  thousands  of  dollars 
in  fees  while  serving  as  counsel  to  then-Vice  President  Bush. 

"Doonesbury"  jumped  on  that  one. 

Some  believe  that  Gray's  own  embarrassment  led  him  to  leak  the  Baker 
Si^aUy  ^nplrdonrble"!!  t^^"  "  ^"  ^"'  ^^°^'^^*^^  °"  ^^""^^  " 
any^^tnS'impropir'  '  ""°"  interpretation,  saying  he  didn't  technically  do 

>../rlJ^tt!^' '^   ^^Z^   ".=*"^  "P  *  blind  trust,"  he  says.  "I  thought  I'd  done  the  one 
better  thing,  which  is  to  sell  everything  that  posed  a  potenlial  conflict    . 
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I  didn't  have  that  much  anyway  because  I'd  been  selling  all  throughout  the 
period  o£  the  vice  presidency. * 

"It  definitely  looked  bad,"  says  Frederick  Khedouri,  the  vice  president's 
deputy  chief  of  staff  in  1985-86.  "Sometimes  Boyden  exhibits  characteristics 
that  in  other  people  have  been  described  as  absent-mindedness." 

Or,  says  a  Republiccm  insider,  it  might  be  'the  noblesse  oblige  concept  that 
the  rules  don't  apply  to  me  because  I'm  a  certain  class  of  person." 

To  Gray's  oldest  and  dearest  friends,  the  idea  that  he  did  wrong  is 
impossible  to  entertain.  "To  have  C3,  of  all  people,  come  under  ethics  charges!" 
says  Tom  Goodwin,  who  helped  vote  Gray  into  the  exclusive  Porcellian  club  at 
Harvard  and  who  now  runs  a  Washington  television  production  company.  "He's  one 
of  the  most  honorable  people  I  know.  He  just  wouldn't  do  that." 

"Well,"  says  Gray,  "it  was  embarrassing  to  be  in  'Doonesbury, '  you  know.  It's 
not  fun . " 

Sununu  and  others  in  the  White  House  may  be  mad  at  him,  but  Gray's 
relationship  with  Bush  --a  strong  friendship,  really,  that  developed  when  he 
was  vice  presidential  counsel  --  remains  solid.  Bush  has  'developed  a  confidence 
and  trust  level  with  Boyden  that's  not  going  to  be  shaken,"  says  Republicsm 
National  Committee  Chairman  Lee  Atwater. 

Gray  was  Bush's  first  presidential  appointment. 

A  White  House  insider,  asked  if  the  flaps  had  affected  the  Gray-Bush 
relationship,  says  simply,  "No.  Why  should  it?" 

There  are  chose  who  believe  the  chemistry  between  the  two  men  is  based  on 
their  patrician  origins.  "I'm  totally  convinced  it's  class  solidarity  and 
nothing  else,"  says  a  source  who  worked  with  the  two  during  Che  vice 
presidential  years.  "Boyden' s  background  is  amazingly  similar  Co  Bush's  --  they 
come  from  chis  narrow  spectrum  of  American  society.  The  president  feels  very 
comfortaible  around  him,  and  it  enables  Boyden  to  understand  better  what  goes  on 
in  Che  president's  mind.  I  mean,  how  many  rich  WASPs  are  there  anymore?" 

Bush  and  Gray  belong  to  the  Alibi  Club,  perhaps  the  most  exclusive  and 
secretive  club  in  Washington  with  just  SO  members.  Their  fathers  were  golfing 
buddies.  Gordon  Gray,  who  died  in  1982  (whose  own  father  had  been  a  president 
and  chairman  of  the  R.J.  Reynolds  Tobacco  Co.),  was  national  security  adviser  Co 
President  Dwight  D.  Eisenhower,  secretary  of  Che  Army  for  Presidenc  Harry  S 
Truman  and  presidenc  of  the  University  of  North  Carolina. 

"Boyden' 3  father  was  what  you  mighc  call  one  of  'The  Wise  Men'  of  chat 
generacion,"  says  Lloyd  Cutler,  former  White  House  counsel  Co  Presidenc  Jimmy 
Career  and  Boyden  Gray's  mentor  at  Wilmer,  Cutler  4  Pickering.  "He  was  a 
citizen-statesman  who  followed  Che  Cradicion  of  Cincinnatus  . . .  Boyden  is  in 
that  mold  of  citizen-statesman." 

Indeed,  Clayland  Boyden  Gray  seems  relaxed  and  comfortable  poking  around  in 
his  large,  wood-paneled  Wesc  Wing  office.  In  Che  way  chat  only  the  very  rich  can 
manage,  he's  rumpled  and  cweedy  and  looks  as  if  he  would  greacly  benefic  if 
someone  would  buy  him  a  new  shirt.  There's  a  huge  hole  in  the  boccom  of  one  of 
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his  shoes,  and  you  gee  the  feeling  that  i£  he  tfere  preparing  to  drink  a  martini, 
be  might  casually  stir  it  with  his  finger. 

■It's  my  way  of  trying  to  hide  my  family  assets,*  he  jolced  once  when  Sen.  Sara 
Nunn  (D-Ga.)  noticed  the  hole  in  his  shoe.  Gray  is  worth  more  than  $  10  million. 

Sprawled  on  the  sofa,  warily  eyeing  his  visitor,  he's  charming  amd  funny  and 
serious  by  turns.  He  talks  about  his  job  as  counsel,  about  the  flaps,  but  seems 
happier  by  far  when  he  manages  to  turn  the  conversation  to  Thomas  S.  Kuhn's  'The 
Structure  of  Scientific  Revolutions*  and  its  theory  on  cultural  resistance  to 
*paradigm  shift,  the  way  people  think,  and  why  they  resist*  new  ideas  like 
alcohol  fuels . 

Bush,  he  notes,  pushed  alcohol  fuels  during  his  vice  presidency  --at  first 
as  a  matter  of  energy  security,  and  later  for  environmental  reasons. 

*At  one  point,*  Gray  recalls,  'I  remember  Owayne  Andreas  [head  of  Archer 
Daniels  MidleUid,  the  giamt  of  the  ethanol  indiistry]  dragging  me  aside  at  dinner 
or  something  and  saying"  --  here  Gray  assumes  a  deep  voice  --  ■  'Yew  oughta  tell 
George,  m'boy,  tell  Georrrrrge,  that  he,  uh,  could  really  make  a  big  thing  in 
the  farm  belt  by  pushing  ethanol  as  a  pollution  control  measure.'  And  I  thought 
to  myself,  'You  jerk,  I  was  the  one  who  cold  your  people  that  it  had  this 
benefit!'  • 

It's  not  long  into  the  interview  before  Gray  mentions  in  passing  that  his  old 
college  buddy  Billy  Nitze  (Paul  Nitze's  son)  was  'having  lunch  today  with  the 
president,  and  he  asked  me  to  go  down.*  A  little  later  he  mentions  that  he's 
* involved  in  lunch  Friday  with  the  president  . . .  Baker,  [national  security 
adviser  Brent]  Scowcroft,  [drug  czar  William]  Bennett  aind  myself.* 

It's  kind  of  hard  to  miss  the  point. 

The  phone  rings,  and  he  takes  the  call.  *I  talked  to  the  president  about  it 
at  noon,*  he  says  to  someone.  *I  told  him  it  was  a  tricky  business.* 

Another  call  comes  and,  after  keeping  the  second  caller  on  hold  for  a  minute 
or  so,  he  finally  tells  the  first,  *I  got  Senator  Tower  waiting  on  another 
line. * 

He  switches  to  Tower,  whose  nomination,  half  an  hour  earlier,  was  deep-sixed 
by  the  Senate. 

*Yes,  sir,"  he  says.  "  ...  I'm  sorry  that  it  happened,  but  I  thought  it  was 
as  dignified  as  possible." 

Gray  then  chuckles  at  some  witticism  of  Tower's,  and  hangs  up. 

He  describes  his  interactions  with  Bush,  modestly,  as  "just  a  good  working 
relationship. " 

The  long  vice  presidential  years  --  during  which  Bush  and  Gray,  among  other 
things,  spearheaded  President  Ronald  Reagan's  effort  to  reduce  government 
regulations  --  put  the  two  men  through  what  Gray  calls  "some  testing,  which 
provides  a  basis  for  a  working  relationship." 
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Now,  as  a  result,  the  president  'Icnows  what  my  strengths  and  weaknesses  are 
--be  Icnows  when  he  can  trust  me,  I  think,  and  when  he  should  get  somebody  else 
to  do  something  that  is  not  my  area  o£  expertise . ■ 

Gray's  job,  he  says,  has  included  advising  the  president  on  the  Eastern  Air 
Lines  strike,  reviewing  his  speeches  Cor  legal  glitches,  coordinating  with  the 
National  Security  Council  on  the  legal  io^lications  o£  presidential  actions,  and 
BO  on.  He  also  says  he's  been  working  on  the  president's  proposals  £or  revisions 
of  the  Clean  Air  Act  that  will  soon  go  to  Congress  --  this  last  item  being  a 
prime  example,  in  the  view  oC  some  White  House  sources,  o£  Gray's  meddling  in 
policy  matters. 

'I'm  interested,*  Gray  responds  coolly,  'in  issues  involving  the  environment, 
as  Co  which  I  have  some  expertise.'  Nevertheless,  he  insists  his  job  generally 
'is  not  to  be  political.  That's  Atwater's  job.  That's  other  people's  job.* 

Cutler  says  'everything  depends  on  the  president  and  the  use  he  makes  o£  his 
counsel.*  It's  important,  he  says,  for  the  counsel  to  "have  the  guts  to  bring 
things  up  even  if  it  makes  others  mad  . . .   Boyden  is  maybe  not  wily  amd 
ingratiating,  but  I  think  that's  one  of  his  strengths  ...  He's  the  very  essence 
of  integrity." 

Most  of  his  time  now.  Gray  says,  is  still  spent  on  FBI  clearauices  for  new 
appointees.  Bush  promised  during  the  campaign  higher  ethical  standards  thain 
Reagan's,  and  it  has  fallen  to  Gray  to  monitor  this.  At  the  same  time, 
recommendations  of  the  President's  Commission  on  Federal  Ethics  Law  Reform  are 
being  forwarded  to  Congress. 

"It's  an  impossible  job,"  Gray  says.  'I  caA  see  how  I  make  enemies.  You  tell 
people  that  they  can't  do  this  and  that.'  But,  he  adds,  'hopefully  the  message 
has  gotten  out  that  the  president  feels  very,  very  strongly  about  these  issues 
. . .  People  know  they' ve  got  to  be  on  their  toes . ' 

There  is  about  Gray,  personally,  a  strange  mixture  of  madcap  gaiety  --he 
frequently  attends  parties,  and  stays  in  touch  with  scores  of  old  friends  --  and 
a  deep  sadness  that  somehow  makes  itself  felt. 

He's  been  unlucky  in  love.  He  got  married  late, . to  Carol  Elizabeth  Taylor,  a 
Washington  ceramist  in  her  twenties  whom  he  met  near  his  summer  place  in  Maine. 
It  was  a  gala  wedding  with  a  reception  at  the  Metropolitan  Club  attended  by  the 
Bushes.  Gray  and  his  wife  had  one  child,  a  girl,  but  are  now  separated. 

He  worked  long  hours  then,  as  now,  and  it  was  a  sore  point  in  the  marriage. 
'It's  terribly  sad,*  says  Angela  Galaud,  an  artist  and  friend.  'He's  almost 
naive,  in  a  way,  about  everyday  life.  He  sort  of  operates  on  a  higher  plane.' 

Earlier,  Gray  spent  many  years  intensely  --  and  platonically  --  involved  with 
a  beautiful  tMman  who  was  fighting  cancer.  She  won  the  fight,  but  they  didn't 
marry.  'There's  sadness  because  he's  spent  so  much  time  alone.*  says  a  woman  who 
knows  him  well.  *It's  a  very  lovely  part  of  him,  that  he  would  allow  himself  to 
be  that  way,  instead  of  saying  that  amyone  would  do  for  a  wife.  He's  a  gentle 
soul . ■ 

'I  don't  understand  his  unhappiness , *  says  Drewry  James  Jones  Jr.,  a  Raleigh 
la«ryer  who  went  to  law  school  at  North  Carolina  with  Gray.  "He  probably 
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doesn't  understand  it  himself,  but  I  suspect  all  his  worlcaholism  may  fulfill 
some  need  not  met  elsewhere . * 

Actually,  Gray  does  sort  of  understand  it,  emd  takes  a  stab  at  self -analysis 
in  recounting  his  background.  Growing  up  with  three  brothers  and  a  sister  in 
Chapel  Hill,  when  his  father  was  president  of  the  university,  was  a  blissful 
early  existence  --  but  his  father  was  busy  and  distant,  and  his  mother  died  when 
he  was  only  10.  He  remembers  her  punishing  him  one  time  by  "whacking  away  at  me 
with  a  brush  and  it  broke,  the  pieces  flew  across  the  room  and  I  kept  on  crying, 
and  she  was  laughing.  She  shook  me  and  said,  'You're  supposed  to  be  laughing, 
not  crying!'  She  had  a  great  sense  of  humor.  She  thought  it  was  the  funniest 
thing  that  ever  happened . ' 

He  was  sent  to  boarding  school  at  St.  Mark's  in  Massachusetts,  and  then  to 
Harvard,  where  he  studied  history,  was  on  the  board  of  the  Crimson,  and 
graduated  magna  cum  laude.  But  "I  was  always,"  he  says,  "odd  man  out  isn't  the 
right  word,  but  always  different." 

He  was  a  Southerner  in  the  North  at  a  time  when  Southerners  were  suspect  as 
racist  yahoos.  In  addition,  "I  came  from  a  relatively  wealthy  background.  I  felt 
different  because  ...  I  was  more  or  less  conservative"  at  a  time  when  radical 
chic  was  on  the  rise. 

After  a  stint  as  an  officer  in  the  Marine  Corps  --  "I  didn't  see  how  I  could 
avoid  [military  service]  with  a  father  who  had  been  secretary  of  the  Army"  --he 
returned  to  North  Carolina  for  law  school.  He  again  found  himself,  because  of 
his  years  in  the  North,  a  social  outsider. 

From  the  start,  Gray  shone  intellectually.  "He's  one  of  the  brightest  people 
I've  ever  met,"  says  Charlie  Shaffer,  an  Atlanta  attorney  who  grew  up  with  him 
in  Chapel  Hill.  "He  was  a  year  younger  Chan  everybody  in  grade  school,  but  he 
had  this  tremendous  brainpower." 

Gray  was  first  in  his  class  and  editor  of  the  law  review  at  North  Carolina, 
then  went  on  to  a  prestigious  clerkship  for  Chief  Justice  Earl  Warren,  who  liked 
matching  wits  with  an  ideologically  conservative  clerk. 

Trained  as  an  antitrust  litigator.  Gray  found  himself  at  Wilmer  Cutler  doing 
some  government  agency  work  and  planning  strategy  for  lobbyists.  He  was  there  12 
years,  became  a  partner  and  helped  fight  antitrust  legislation  and  lobby 
disclosure  laws. 

In  December  1980,  Deanne  C.  Siemer,  a  colleague  at  Wilmer  Cutler,  suggested 
Gray  as  a  counsel  for  Che  new  vice  president.  "I  never  thought  I'd  stay  eight 
years,"  Gray  says,  "but  he  constantly  made  it  interesting  and  challenging." 

The  sadness  in  Gray's  life,  his  friends  say,  unexpectedly  helped  bring  about 
a  happy  policical  gam  for  Bush.  Early  in  cheir  deregulacion  work.  Bush  and  Gray 
decided  not  to  press  for  changes  in  regulations  that  help  the  handicapped  --a 
major  viccory  ac  Che  cime  for  che  handicapped  rights  movement. 

According  to  Evan  Kemp,  a  handicapped  rights  leader  and  commissioner  ac  che 
Equal  Employmenc  Opporcunity  Commission,  Gray  came  on  as  "a  wonderful,  warm 
person"  who  "instinctively  understood  disability."  Gray  himself  says  the 
emotional  shocks  of  his  mother's  death,  his  father's  distance  and  his 
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loneliness  at  school  'may  be  why  I  understood  better.' 

In  the  presidential  campaign,  he  seized  on  rights  for  the  disabled  as  an 
issue  and  prevailed  on  Bush  to  mention  it  prominently  in  his  acceptance  speech 
and  elsewhere.  Millions  of  Americans  are  disabled  in  one  way  or  smother,  and 
Gray's  efforts  apparently  had  aui  effect,  according  to  Louis  Genevie,  a  vice 
president  of  the  Louis  Harris  polling  organization,  who  studied  the  matter. 

"The  data  demonstrate,'  he  wrote  to  a  Sununu  aide  after  the  election,  'that  1 
to  3  points  of  President-elect  Bush's  7-point  margin  of  victory  are  directly 
attributable  to  the  swing  in  disabled  voters  from  their  traditional  Democratic 
leanings  toward  the  President-elect  after  he  pledged  to  include  disabled  voters 
in  the  mainstream." 

Says  Atwater:  "Boyden  was  very  sensitive  politically  on  the  disabled  matter, 
and  he  helped  a  lot  of  us  see  the  light  on  that  ...   He  had  a  sincere  belief  and 
conviction,  and  he  pursued  it  with  feeling." 

Showing  off  his  battered  old  car.  Gray  seems  totally  relaxed  and  happy. 

He  slows,  accelerates,  slows,  accelerates. 

RRRRRMMMMMMMMAAMAMAMmmmnuimuiumuimmimuiim 

"Not  bad,"  he  muses.  "  ...  The  paradigm  shift,  yeah.  That's  just  something 
I'm  curious  about.  I'd  recommend  to  you  the  biography  of  [Sir  Alexander] 
Fleming,  the  discoverer  of  penicillin.  Talk  about  difficulty  in  getting  a  new 
product  accepted!  I  mean,  think  where  we'd  be  if  we  didn't  have  antibiotics  ... 

rrrrrrrrRAGGHGGGGGmmmm 

"  ...  but  it  took  12  years,  the  Second  World  War  and  an  outbreak  of  gonorrhea 
in  North  Africa  in  order  to  spring  it  loose,  and  it  took  Churchill's  personal 
intervention!" 

RHUM!  RHUM!  RHUM! 

He  crosses  Chain  Bridge,  heads  back  toward  town  along  the  canal  --a  little 
more  gently  now. 

rrrrrrrrrrrrrrrrrrr 

"Alcohol  fuel  is  much  smoother,  too,"  he  says.  "Gasoline  has  40  or  50 
different  compounds  in  it  that  detonate  at  different  times.  Ethanol  is  just  one 
compound.  There's  no  shaking  and  rattling." 

rrrrrrrrr 

He  pulls  up  in  front  of  the  White  House. 

"Not  a  bad  car,  huh?" 
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Early  in  the  afternoon  of  June  3,  as  the  candidacy  of  Lani  Guinier 
disintegrated  amd  the  search  for  a  Supreme  Court  Justice  intensified,  Bernard 
Nussbaum  slipped  out  of  the  White  House  counsel's  office.  He  had  an  appointment 
in  New  York,  and  he  was  determined  to  keep  it. 

Months  earlier,  before  names  like  Zoe,  Kimba  and  Lani  were  to  be  bandied 
about  as  often  as  Oprah,  the  Federal  Bar  Council  of  New  York  made  plans  to  honor 
Mr.  Nussbaum,  its  past  president.  When  the  event  rolled  around,  the  S6-year-old 
lawyer  received  the  usual  lawyerly  doo-dad  --  this  time,  an  antique  British  wig 
box  --  but  also  something  far  more  precious:  a  loving  hometown  respite  from  the 
finger-pointing,  second-guessing,  and  character-assassinating  he  was  enduring  in 
Washington. 

"It  was  a  wonderful  evening,"  Mr.  Nussbaum  said  in  a  telephone  interview 
from  the  White  House.  "The  fact  that  4 SO  members  of  the  bar  would  come  to  say 
'hello'  in  the  midst  of  all  these  attacks  was  very  touching.  It  gave  me  the 
strength  to  go  back  and  face  the  wolves." 

Changes  of  venue  can  produce  startling  results,  but  Mr.  Nussbaum' s  move  has 
proven  to  be  the  most  dramatic  since  Simi  Valley.  In  two  decades  at  the  New  York 
firm  of  Wachtell,  Lipton,  Rosen  k   Katz  --  interrupted  only  by  a  Watergate-era 
stint  as  counsel  to  the  House  Judiciary  Committee,  during  which  he  supervised  a 
young  lawyer  named  Hillary  Rodham  --he  won  a  reputation  for  brilliance  and 
savvy.  He  was  literally  a  lawyers'  lawyer,  the  man  firms  like  Sullivan  & 
Cromwell  and  Kaye,  Scholer,  Fierman,  Handler  &  Hays  turned  to  when  they  got  in 
trouble. 

But  a  short  shuttle  ride  away  in  Washington,  where  he  was  supposed  to  supply 
some  gray-haired  wisdom  to  the  White  House  kiddie  corps,  a  different  Mr. 
Nussbaum  has  emerged,  at  least  to  his  mostly  anonymous  critics:  politically 
naive,  ham-handed,  tone-deaf.  It  was  he,  they  charged,  who  was  responsible  for 
President  Clinton's  trifecta  of  failures  --  his  first  two  candidates  for 
Attorney  General,  Zoe  Baird  and  Kimba  Wood,  and  now,  Lani  Guinier,  the 
star-crossed  choice  to  head  the  Justice  Department's  civil  rights  division. 

As  Ms.  Guinier  went  down,  only  hours  after  the  standing-room-only  crowd  feted 
Mr.  Nussbaum  at  the  Harvard  Club,  so  did  his  star  inside  the  Beltway.  Time 
Magazine  called  him  "bumbling."  "That's  strike  three,  Bemie,"  declared 
Newsweek.  Under  the  headline  "Nussbaum  Sized  Up  for  the  Blindfold, "  The 
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Washington  Post  speculated  he  was  already  en  route  to  the  egress. 

With  a  Justice  still  to  be  selected  and  myriad  other  emergencies  to  tend  to, 
Mr.  Nussbauro  is  giving  few  interviews,  even  to  defend  himself.  Only  with  Lani 
Guinier,  he  said,  had  he  miscalculated,  by  assuming  that  any  difficulties  posed 
by  her  academic  writing  would  be  outweighed  by  her  record  as  a  civil  rights 
litigator. 

He  boasted  of  the  appointments  that  worked,  particularly  of  Attorney  General 
Janet  Reno  euid  her  top  aides.  He  insisted  that  the  skills  he  had  picked  up  in 
takeover  litigation  --  toughness,  the  ability  to  keep  cool  in  a  crisis  and  maks 
quick  decisions  on  imperfect  information  --  mattered  more  than  more  Washington 
seasoning.  And  he  laughed  off  the  press  criticism.  'It's  sheer  nonsense,*  he 
said.  "It  goes  with  the  territory." 

He  said  he  retained  the  confidence  of  the  only  man  who  mattered.  "When  you're 
down  to  one  client  --  the  President  --  the  only  thing  that  counts  is  your 
relationship  with  that  client,"  he  said.  "If  that  relationship  is  good,  then  bad 
stories  mean  nothing.  If  that  relationship  is  bad,  then  good  stories  don't  mean 
anything.  My  relationship  with  the  President  is  good." 

"I  see  the  President  any  time  I  think  it's  reasonably  necessary,"  he 
continued.  "Unfortunately,  it's  been  necessary  too  many  times." 

Mr.  Nussbaum  conceded  he  had  not  amticipated  how  hyperscrutinizing  and 
jaundiced  the  eyes  of  Washington  are.  But  for  all  abuse,  he  said  there  was  "no 
grander  job  for  a  lawyer  in  the  United  States.  "This  President  is  crying  to  turn 
this  country  around,"  he  said.  "To  be  able  to  help  him  do  that  is  glorious." 

In  Mr.  Nussbaum' s  current  rarefied  world,  even  the  relaxation  is  memoraJsle. 
During  the  N.C.A.A.  basketball  tournament,  for  instance,  he  and  his  family 
joined  the  Clintons  and  Barbra  Streisand  at  the  White  House  to  watch  the 
Arkansas-North  Carolina  game.  His  83-year-old  mother  has  also  visited  the  White 
House.  His  wife  and  daughter  got  an  inscribed  photograph  of  themselves  with  Mr. 
Clinton,  who  wrote:  "To  Toby  and  Emily.  Thanks  for  visiting  me  and  my  lawyer  at 
the  White  House . " 

Mr.  Nussbaum' 9  days  start  around  7:30,  when  he  leaves  his  apartment  in  the 
Watergate  Complex.  Seldom  does  he  return  before  10  at  night.  Simple  pleasures, 
like  dinners  out  or  movies,  have  become  rare  treats. 

"This  is  an  all-consuming  job, "  he  said.  "Every  fiber,  every  talent  that  I 
have  is  being  used.  And  to  some  extent,  I'm  still  learning." 

GRAPHIC:  Drawing 

LANGUAGE:  ENGLISH 

LOAD-DATE:  June  11,  1993 


197 


DATE:  JULY  3,  1996 

CLIENT:  MEGAN 

LIBRARY:  NEWS 

FILE:  MAJPAP 


YOUR  SEARCH  REQUEST  IS: 
HEADLINE  (TEXT  OF  RESIC3NATI0N  AND  CLINTON  REPLY) 

NUMBER  OF  STORIES  FOUND  WITH  YOUR  REQUEST  THROUGH: 
LEVEL    1.  .  .        1 


198 

PAGE    36 
1ST  STORY  of  Level  1  printed  in  FULL  format. 

Copyright  1994  The  New  York  Times  Company 
The  New  Yorlt  Times 

March  6,  1994,  Sunday,  Late  Edition  -  Final 

SECTION:  Section  1;   Page  23;   Column  1;   National  Desk 

LENGTH:  469  words 

HEADLINE:  THE  WHITEWATER  INQUIRY ; 

Text  of  Resignation  Letter  and  Clinton  Reply 

BYLINE:   Special  to  The  New  York  Times 

DATELINE:  WASHINGTON,  March  5 

BODY: 

Following  is  the  text  of  the  letter  of  resignation  sent  to  President  Clinton 
today  by  Bernard  W.  Nussbaum,  the  White  House  counsel,  and  excerpts  from  the 
President's  letter  in  response: 

Dear  Mr.  President: 

It  has  been  a  great  honor  and  privilege  to  serve  you  as  Counsel  to  the 
President.  I  am  proud  of  the  accomplishments  of  this  Administration  and  those 
that  I  know  will  be  achieved  in  the  months  and  years  to  come.  I  am  also  proud  of 
the  many  contributions  my  office  has  made  to  the  wide  array  of  policy 
initiatives  of  your  Administration. 

It  was  also  an  honor  to  have  assisted  in  your  choice  of  Janet  Reno  to  be 
Attorney  General  of  the  United  States,  Louis  J.  Freeh  to  be  the  Director  of  the 
Federal  Bureau  of  Investigation,  and  Ruth  Bader  Ginsburg  to  sit  on  the  Supreme 
Court  of  the  United  States.  I  am  particularly  proud  of  assisting  in  your 
selection  of  more  than  60  men  and  women  of  the  most  distinguished  ouid  diverse 
backgrounds  ever  to  serve  on  the  Federal  bench. 

As  I  know  you  know,  from  the  day  I  became  Counsel,  my  sole  objective  was  to 
serve  you  as  well  and  as  effectively  as  I  could,  consistent  with  the  rules  of 
law,  standards  of  ethics,  and  the  highest  traditions  of  the  Bar.  At  all  times  I 
have  conducted  the  Office  of  the  White  House  Counsel  and  performed  the  duties  of 
Counsel  to  the  President  in  an  aibsolutely  legal  and  ethical  manner. 
Unfortunately,  as  a  result  of  controversy  generated  by  those  who  do  not 
understand,  nor  wish  to  understand  the  role  and  obligations  of  a  lawyer,  even 
one  acting  as  White  House  Counsel,  I  now  believe  I  can  best  serve  you  by 
returning  to  private  life.  With  this  letter  I  am  therefore  tendering  my 
resignation.  It  will  be  effective  April  5.  1994,  to  assist  you  in  arranging  for 
am  orderly  transition  in  the  Counsel's  office. 

I  will  always  value  your  friendship  and  that  of  the  First  Lady,  and  will 
always  be  grateful  for  the  opportunity  you  gave  me  to  serve.  I  wish  you  both  the 
very  best. 
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Dear  Bemie: 


With  deep  regret,  Z  accepc  your  decision  to  resign  as  Covinsel  to  the 
President.  Your  friendship  and  advice  have  mesmt  a  great  deal  to  me  over  the 
years . 


You  played  an  especially  significant  role  in  the  selections  of  Attorney 
General  Janet  Reno,  F.B.I.  Director  Louis  Freeh  and  Associate  Justice  Ruth  Bader 
Ginsberg.  .  .  . 

It  has  been  said  that  the  best  a  man  can  give  is  his  living  spirit  to  a 
service  that  is  not  easy.  And  we  have  worlced  together  in  Washington  at  a  time 
when  serving  is  hard.  But  you  gave  this  Administration  one  of  its  liveliest 
spirits  and  keenest  minds,  along  with  your  special  reverence  for  duty  and 
friendship.  For  these  contributions,  I  will  be  forever  grateful;  for  your 
accomplishments,  I  hope  you  will  be  forever  proud. 
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President  Clinton  yesterday  minimized  the  likelihood  that  an  explanation  will 
be  found  for  the  apparent  suicide  of  White  House  deputy  counsel  Vincent  Foster 
Jr.,  but  investigators  for  the  U.S.  Park  Police  and  Justice  Department  said 
their  investigations  of  Foster's  death  are  continuing. 

As  many  of  the  Arkansans  who  came  to  Washington  to  run  the  new  government 
began  returning  home  for  the  funeral  of  their  friend,  Clinton  and  his  senior 
aides  repeated  that  no  clues  now  exist  to  explain  Foster's  death.  He  was  found 
shot  in  the  head  Tuesday  night  in  a  secluded  area  of  a  Virginia  park  overlooking 
the  Potomac  River. 

U.S.  Park  Police  Chief  Robert  Langston,  whose  officers  are  conducting  the 
inquiry  into  the  death,  said  all  evidence  "is  leading  in  the  direction"  of 
confirming  the  original  finding  that  the  48-year-old  lawyer  took  his  own  life. 

Foster's  office  was  searched  yesterday  in  the  presence  of  officials  from  the 
National  Park  Service,  the  Justice  Department,  the  FBI  and  the  Secret  Service, 
according  to  the  White  House. 

Under  their  supervision  and  in  the  presence  of  a  Foster  family  lawer.  White 
House  counsel  Bernard  Nussbaum  examined  the  office  and  found  "no  suicide  note 
nor  any  other  document  bearing  on  .  .  .  the  death,"  a  White  House  statement 
said. 

The  Justice  Department  said  yesterday  it  has  discovered  nothing  "to  indicate 
foul  play  or  murder*  m  the  death.  Nevertheless,  the  department's  inquiry  will 
continue  "to  find  out  what  the  factors  were  --  if  it  was  a  suicide  --  that  led 
to  him  killing  himself,"  said  department  Spokesman  Dean  St.  Dennis. 

The  department's  intentions  seemed  more  extensive  than  what  had  been 
announced  Wednesday,  but  St.  Dennis  described  the  probe  as  "simply  a  part  of 
good  police  work"  when  a  high-level  government  official  dies  "under  less  than 
known  circumstances . " 

"It  appears  that  Mr.  Foster's  death  was  a  suicide,"  St.  Dennis  said.  But,  he 
added,  "even  though  there  may  be  only  one  in  a  1,000  chance  of  foul  play, 
everything  will  be  done  to  keep  in  sharp  focus  even  the  remote  chance  that  he 
may  have  been  murdered." 
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Langston  said  the  police  have  examined  Foster's  telephone  logs,  paperwork  in 
his  office,  computer  files  and  interviewed  "a  number  of  people*  who  talked  to 
Foster  on  Tuesday.  Foster  had  arrived  as  usual  at  the  White  House,  had  lunch  at 
his  desk  and  left  the  White  House  shortly  after  1  p.m.  Police  are  attempting  to 
reconstruct  the  five-hour  gap  between  Foster' s  departure  2md  the  call  to 
authorities  shortly  after  6  p.m.  by  the  person  who  found  Foster's  body. 

•We  have  quite  a  bit  of  information  left  to  gather, "  Langston  said.  Police, 
for  example,  are  tracing  the  license  plates  of  cars  that  were  parked  in  the 
overlook  lot.  Detailed  interviews  with  the  family  will  not  occur  until  after 
today's  funeral,  when  at  least  one  mystery  is  expected  to  be  cleared  up:  whether 
Foster  used  his  own  gun  to  kill  himself. 

Langston  said  one  old  g\in  was  found  at  the  scene,  but  it  was  constructed  of 
parts  of  at  least  two  guns  with  separate  serial  numbers.  The  chief  said  Foster 
owned  a  gun  described  as  being  like  the  one  found. 

Foster's  body  was  flown  to  Little  Rock,  Ark.,  yesterday  cLboard  a  Defense 
Department  aircraft,  accompanied  by  Associate  Attorney  General  Webster  L. 
Hubbell.  Foster,  Hubbell  and  Hillary  Rodham  Clinton  were  partners  in  the 
influential  Rose  law  firm  in  Little  Rock,  and  the  three  were  described  by  the 
president  as  "best  friends." 

The  Foster  family  and  other  Arkansans  flew  separately  on  a  private  plane  to 
Little  Rock  where  a  funeral  mass  will  be  held  this  morning  at  St.  Andrew's 
Cathedral.  The  Clintons  were  to  attend  the  service  with  their  daughter,  Chelsea, 
and  the  president  was  to  deliver  a  eulogy  for  his  childhood  friend. 

Like  the  president,  many  of  Foster's  colleagues  and  friends  continued  to 
question  how  a  lawyer  at  the  top  of  his  career  and  with  no  visible  serious 
problems  could  have  taken  his  life.  While  many  of  Foster's  associates  described 
him  as  being  "down"  cind  "depressed"  and  too  prone  to  blame  himself  for  White 
House  problems,  they  all  said  he  had  given  no  hint  of  a  depression  so  serious  as 
to  take  his  own  life. 

"I  don't  think  there  is  anything  more  to  know,"  Clinton  said.  "I  mean,  you 
know,  his  family,  his  friends,  his  co-workers  --  we've  been  up  real  late  two 
nights  in  a  row  now,  remembering  and  crying  and  laughing  and  talking  about  him, 
and  I  don't  think  there  is  anything  else." 

Staff  writer  Michael  Isikoff  contributed  to  this  report. 

LANGUAGE:  ENGLISH 

LOAD-DATE:  October  14,  1993 


203 


DATE:  JULY  3,  1996 

CLIENT:  MEGAN 

LIBRARY:  NEWS 

FILE:  MAJPAP 


YOOR  SEARCH  REQUEST  IS: 
HEADLINE  (WHITE  HOUSE  AIDE  LEAVE  NO  CLUE  ABOUT  SUICIDE) 

NUMBER  OF  STORIES  FOUND  WITH  YOUR  REQUEST  THROUGH: 
LEVEL    1 . . .        1 


204 

PAGE    43 

1ST  STORY  of  Level  1  printed  in  FULL  format. 

Copyright  1993  The  New  Yor)c  Times  Company 
The  New  York  Times 

July  22,  1993,  Thursday,  Lace  Edition  -  Final 

SECTION:  Section  A;  Page  1;  Column  4;  National  Desk 

IiENGTH:  1408  words 

HEADLINE:  White  House  Aide  Leaves  No  Clue  About  Suicide 

BYLINE:  By  THOMAS  L.  FRIEDMAN,   Special  to  The  New  York  Times 

DATELINE:  WASHINGTON,  July  21 

BODY: 

Vincent  W.  Foster  Jr.,  the  deputy  White  House  counsel,  spent  Tuesday  morning 
at  his  desk  in  the  West  Wing.  Later,  he  watched  the  President  name  a  new  F.B.I. 
Director  in  the  Rose  Garden  and  gave  a  friendly  wave  to  reporters. 

Then  he  returned  to  his  office  for  an  upbeat  chat  with  his  boss  and  lunch 
alone  at  his  desk.  Shortly  after  1  P.M.,  he  left  the  White  House,  telling  his 
secretary  he  was  going  out.  Sometime  between  then  and  6  P.M.,  he  drove  to  a 
secluded  bluff  across  the  Potomac  River  from  Washington,  pulled  out  a  vintage 
Colt  revolver  and,  a  few  yards  from  an  old  Civil  War  cannon,  shot  himself  in  the 
mouth. 

So  went  the  official  account  from  the  police  and  the  White  House  of  the  last 
hours  of  the  48-year-old  Mr.  Foster's  life,  an  account  that  did  nothing  to 
explain  why  a  man  who  seemed  to  be  at  the  pinnacle  of  his  career,  working  in  a 
White  House  headed  by  his  boyhood  friend,  would  take  his  own  life.  There  was  no 
note  on  the  ground  by  his  body.  No  message  on  his  desk.  No  explanation  lodged  in 
his  office  computer.  No  serious  hints  from  friends  of  brooding.  Just  a  mystery 
that  baffles  his  family  and  colleagues  from  Washington  to  Little  Rock. 

At  the  request  of  the  White  House,  Che  Justice  Department  is  coordinating  an 
inquest  into  Mr.  Foster's  death.  Lawyers  from  the  department  met  today  with 
agents  from  the  Federal  Bureau  of  Invescigacion  as  well  as  Che  Park  Police  Co 
draw  up  a  plan  Co  scour  Mr.  Foscer's  office  on  Thursday  morning  for  possible 
clues.  Officials  said  Chac  Che  office  was  sealed  coday  and  chac  his  papers  muse 
be  examined  in  a  way  that  will  not  compromise  his  lawyer-client  relationship 
with  Mr.  Clinton. 

A  native  of  Hope,  Ark.,  like  Mr.  Clinton!  Mr.  Foster  attended  Miss  Mary's 
kindergarten  with  Che  Presidenc  and  Thomas  F.  McLarcy  3d,  now  che  Whice  House 
chief  of  scaff.  On  his  office  shelf,  he  kepc  a  framed  phocograph  showing  che 
Chree  of  Chem  as  youngscers  gathered  at  a  birthday  party.  This  morning,  some  40 
years  later,  Mr.  Clincon  and  Mr.  McLarcy  gachered  che  Whice  House  staff  to  pay 
tribute  their  kindergarten  chum  and  to  wonder  aloud:  why? 

"IC  is  an  immense  personal  loss  Co  me  and  Co  Hillary  and  to  many  of  his 
close  personal  friends  here,"  Che  Presidenc  said  in  a  subdued  voice  during  a 
brief  appearance  in  che  Rose  Garden  afcer  cearing  up  his  official  schedule  for 
che  day  to  mourn  Mr.  Foster.  "As  I  cry  Co  explain  Co  che  young  people  on  che 
scaff,  there  is  no  way  to  know  how  chese  chings  happen." 
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Mr.  Foster's  boss,  Bernard  W.  Nussbaum,  the  chief  White  House  counsel,  told 
the  same  gathering  about  his  last  encounter  with  Mr.  Foster,  described  by  many 
as  a  brilliant  lawyer  who  kept  his  emotions  to  himself.  Mr.  Nussbaum  said  they 
had  been  discussing  two  nominations  they  had  helped  to  engineer:  those  of  Louis 
J.  Freeh  as  F.B.I.  Director  and  Judge  Ruth  Bader  Ginsburg  for  the  Supreme  Court. 

■I  said,  'Hey,  Vince,  not  a  bad  day,'  ■  recalled  Mr.  Nussbaum.  "I  said,  'We 
hit  two  home  runs  --  home  runs  for  the  coiintry.  So  I  thinJc  we  are  doing  our  jobs 
auid  I  think  we  are  doing  it  well.'  And  he  just  sort  of  smiled.  And  I  said,  'I'll 
see  you  later.'  And  that's  the  last  time  I  saw  Vince." 

It  was  apparently  the  last  time  anyone  saw  him.  The  police  said  Mr.  Foster 
apparently  drove  from  his  White  House  office  and  eventually  wound  up  at  Fort 
Marcy,  a  roadside  park  along  the  George  Washington  Parkway  on  the  west  bank  of 
the  Potomac  River  in  Virginia,  across  from  the  capital. 

He  parked  his  1989  Honda  Accord  with  Arkansas  license  plates  in  the  24 -car 
lot,  walked  several  hundred  yards  toward  a  bluff  and  shot  himself,  the  police 
said. 

Mr.  Foster's  body  was  found  shortly  before  S  P.M.  His  jacket  and  tie  were 
off,  a  revolver  was  found  in  his  right  hand.  An  autopsy  today  by  the  Fairfax 
Covinty  medical  examiner  concluded  that  Mr.  Foster  died  as  a  result  of  a  gunshot 
wound  and  that  the  injury  was  "not  inconsistent  with  that  of  a  self-inflicted 
wound,*  the  Park  Police  said. 

The  authorities  said  the  gun,  now  a  collector's  item,  was  a  .38-caliber  Army 
Colt  revolver  manufactured  in  1913.  Federal  investigators  said  the  pistol  was 
one  of  a  matched  set  but  could  not  say  for  certain  wfto  owned  them.  The 
investigators  found  the  second  weapon,  but  did  not  say  where.  It  also  was  not 
known  whether  Mr.  Foster  had  the  guns  in  his  car  when  he  went  to  work  that 
morning,  or  if  he  got  them  after  leaving  the  White  House. 

Because  the  weapons  were  so  old,  they  cannot  be  traced  through  the  usual 
serial  number  procedures,  so  it  will  take  time  for  investigators  to  determine 
who  owned  the  weapons  and  for  how  long. 

So  much  was  left  unanswered  that  in  their  uncomprehending  grief,  some  of  Mr. 
Foster's  friends  and  associates  raised  the  possibility  of  foul  play. 

But  Major  Robert  Hines  of  the  Park  Police  said,  "We're  99  percent  sure  it 
was  a  suicide."  The  death  was  fii'st  reported  to  the  Park  Police  at  about  6  P.M. 
by  an  unidentified  person  who  found  the  body,  the  authorities  said.  The  Park 
Police  then  notified  the  Fairfax  County  Fire  and  Rescue  Department.  Officers 
from  both  agencies  arrived  on  the  scene  about  6:15  P.M. 

The  soft-spoken  Mr.  Foster  was  a  star  athlete  in  high  school,  first  in  his 
class  at  law  school,  the  highest  scorer  on  the  state  bar  exam  in  his  year  and 
two  years  later,  a  partner  at  the  prestigious  Rose  law  firm  in  Little  Rock.  Mr. 
Clinton  described  him  as  a  "Rock  of  Gibraltar." 

Just  over  six  months  ago  he  came  to  Washington  to  join  in  the  victory  of  Mr. 
Clinton  and  his  wife,  Hillary,  who  was  one  of  Mr.  Foster's  closest  friends  from 
their  many  years  working  together  at  the  law  firm  in  Little  Rock.  He  and  his 
wife,  Lisa,  had  three  college-age  children  and  recently  moved  into  a  house  in 
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Northwest  Washington.  For  Mr.  Foster,  the  Clinton  Administration  was  a  family 
affair.  His  sister  Sheila  Foster  Anthony,  the  wife  of  former  Representative 
Beryl  Anthony  Jr.  of  Arkansas,  was  also  hired  as  Assistant  Attorney  General. 

Late  today  Mr.  McLarty  told  reporters  that  the  President,  Mrs.  Clinton,  the 
Foster  family  and  the  entire  White  House  staff  were  stumped  by  why  Mr.  Foster, 
who  only  two  weeks  ago  was  seen  showing  off  his  White  House  office  to  his 
college-age  children,  would  have  taken  his  own  life  without  any  apparent 
warning.  Some  simply  shook  their  heads  and  ascribed  the  death  to  whac  one  friend 
called  private  demons  that  no  one  could  identify.  Others  said,  well,  maybe,  he 
did  seem  a  little  distracted  lately.  But  they  could  not  say  why.  Washington, 
naturally,  was  rife  with  rumors. 

One  was  that  the  Washington  Times  was  preparing  a  story  about  Mr.  Foster, 
and  a  reporter  there,  Michael  Hedges,  acknowledged  that  he  had  made  preliminary 
inquires  about  him.  He  would  not  describe  the  nature  of  the  inquiry. 

But  Mr.  Hedges  said  he  had  not  interviewed  Mr.  Foster  about  the  story.  He 
added,  "We  were  not  at  a  point  where  anything  was  imminent  that  we  were  going  to 
breaOc  on  the  guy."  Francis  Coombs,  the  newspaper's  national  editor,  said,  "We  do 
not  have  anything  anywhere  near  publication  that  has  to  do  with  Mr.  Foster." 

Friends  say  Mr.  Foster  and  his  wife  were  bothered  by  the  travel  office 
scandal,  as  well  as  by  editorials  in  The  Wall  Street  Journal  on  July  14  and  19 
lambasting  the  Clintons  for  having  placed  their  "legal  cronies  from  Little  Rock 
at  the  heart"  of  the  Administration.  The  July  14  editorial  ran  sketches  of  four 
alumni  of  the  Rose  firm  now  serving  in  posts:  Mr.  Foster,  Mrs.  Clinton, 
Associate  Attorney  General  Webster  L.  Hubbell  and  William  H.  Kennedy  3d,  the  No. 
3  White  House  counsel . 

Mr.  Clinton  rejected  some  reporters'  suggestions  that  Mr.  Foster  might  have 
been  driven  to  suicide  by  despondency  over  recent  negative  publicity  related  to 
the  legal  counsel's  handling  of  the  White  House  travel-office  scandal  and 
various  botched  appointments.  He  was  only  peripherally  involved  in  the 
travel-office  affair  and  was  not  reprimanded  for  his  actions.  The  President 
said,  "I  certainly  don't  think  that  can  explain  it." 

But  the  friends  say  chat  Mr.  Foster-,  a  seasoned  litigator,  would  certainly 
not  have  been  driven  to  suicide  by  either  of  these  controversies,  which  by 
Washington's  low  standards  of  civility  were  almost  gentle. 

Trying  to  explain  the  unexplainable,  Mr.  Clinton  simply  told  his  staff, 
■Remember  that  we're  all  people  and  chat  we  have  to  pay  maybe  a  little  more 
attention  to  our  friends  and  our  families  and  our  co-workers,  and  try  to 
remember  that  work  cannot  be  Che  only  thing  in  life." 


EDITOR-NOTE: 

An  article  yescerday  abouc  Vincenc  W.  Foster  Jr.,  Che  deputy  White  House 
counsel  who  killed  himself  on  July  20,  was  accompanied  by  a  chart  headed  "Key 
Events  in  Mr.  Foster's  Last  Months."  The  chare  lisced,  as  separate  events,  four 
editorials  in  The  Wall  screec  Journal  chac  were  cricical  of  Mr.  Foster. 
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BODY: 

President  Clinton  yesterday  gathered  a  shaken  and  grieving  White  House  staff 
trying  to  make  sense  of  the  death  of  deputy  White  House  counsel  Vincent  Foster 
Jr.,  who  police  said  shot  himself  in  the  head  Tuesday  night  in  a  Virginia  park. 

Foster,  48,  a  lifelong  friend  of  the  president,  left  no  suicide  note  or  other 
explcination  of  his  action,  authorities  said.  He  was  found  with  a  single  gunshot 
wound  Tuesday  at  6:15  p.m.  at  Fort  Marcy  Park  in  McLean,  slumped  next  to  a  Civil 
War-era  cannon. 

Word  of  Foster's  death  sent  waves  of  shock  and  disbelief  not  only  through  the 
White  House  but  also  through  Washington  and  home  to  Arkansas.  Though  colleagues 
and  friends  spoke  of  depression  and  dejection  and  of  a  man  who  let  the  troubles 
and  problems  of  the  White  House  weigh  too  heavily  on  him,  no  one  entertained  the 
idea  that  suicide  was  possible,  they  said. 

Foster,  who  like  Clinton  was  bom  in  Hope,  Ark.,  was  the  No.  2  person  in  the 
coxinsel's  office,  which  has  been  criticized  for  not  properly  scrutinizing  some 
of  the  president's  unsuccessful  appointments.  He  also  was  a  key  adviser  to  the 
health  care  task  force  chaired  by  Hillary  Rodham  Clinton,  who  had  been  one  of 
his  partners  and  friends  in  the  Rose  law  firm,  the  influential  Little  Rock 
practice  that  also  contributed  two  other  senior  lawyers  to  the  administration. 

The  public  record  of  Foster's  life,  and  interviews  with  friends  and 
associates  here  and  in  Arkansas,  offered  a  portrait  of  a  reserved  but  well -liked 
high- achiever :  graduating  first  in  his  law  school,  gaining  the  highest  score  on 
the  state  bar  exam,  making  partner  at  Rose  in  two  years,  excelling  in  legal  and 
civil  life,  awash  in  professional  and  civic  awards. 

"Vince  Foster  was  probably  one  of  the  most  brilliant  and  solid  people  that 
I've  ever  known,"  said  Joe  Purvis,  a  Little  Rock  lawyer  and  childhood  friend. 
"Vince  Foster  was  a  wonderful  man  in  every  way, *  said  Clinton,  in  a  brief  public 
tribute  in  the  Rose  Garden.  He  said  he  had  encouraged  the  White  House  staff  to 
"try  to  remember  that  work  can  never  be  the  only  thing  in  life." 

Although  White  House  officials  said  they  saw  few  if  any  signs  of  emotional 
problems  from  Foster,  others  who  were  his  friends  described  themselves  as 
worried  over  his  depression  and  anxiety.  One  Washington  friend  said,  "His 
friends  could  see  his  depression  and  his  wife  was  terribly  worried  about  it. 


210 


The  Washington  Post,  July  22,  1993 

He  toolc  everything  to  heart,  too  much  to  heart.  He  felt  responsible  for  things 
he  should  not  have  felt  responsible.  He  felt  these  burdens  and  could  not  seem  to 
shake  them  off  the  way  others  do." 

The  friend  said  that  the  Fosters  and  associate  attorney  general  Webster 
Hubbell  and  his  wife  went  to  the  Eastern  Shore  last  weekend  for  a  break  from  the 
pressures  --  Hubbell  is  another  friend  from  the  Rose  law  firm  --  and  that 
Foster's  family  believed  it  had  helped  him.  "Certainly  people  who  knew  him  well 
--  he  is  reserved  and  hard  to  know,  really  --  felt  he  was  depressed,  but  not 
depressed  in  the  sense  of  killing  himself.  I  can  tell  you  that  thought  did  not 
enter  people's  minds,"  the  friend  said. 

Clinton  addressed  the  mystery  himself.  "No  one  can  ever  know  why  this 
happened,"  he  said.  "Even  if  you  had  a  whole  set  of  objective  reasons,  that 
wouldn't  be  why  it  happened,  because  you  could  get  a  different,  bigger,  more 
burdensome  set  of  objective  reasons.  ...  So  what  happened  was  a  mystery  about 
something  inside  of  him." 

White  House  Chief  of  Staff  Thomas  F.  "Mack"  McLarty,  who  described  himself  as 
"heartbroken"  at  the  death  of  a  man  who  also  was  his  lifelong  friend,  said,  "Try 
as  we  might,  all  of  our  reason,  all  of  our  rationality,  all  of  our  logic  cannot 
answer  the  questions  raised  by  such  a  death." 

From  information  provided  by  the  White  House  and  the  U.S.  Park  Police,  Foster 
had  a  typical  morning  Tuesday  and  lunch  at  his  desk  before  leaving  his  second 
floor  office  about  1  p.m.  He  would  not  be  heard  from,  by  family  or  staff,  again. 

Around  S  p.m.,  Fairfax  County  rescue  workers  found  the  body  after  responding 
to  an  emergency  call  of  trouble  at  the  outpost  that  overlooks  the  Potomac  River. 

Maj .  Robert  H.  Hines,  a  Park  Police  spokesman,  said  Foster,  dressed  in  slacks 
and  a  dress  shirt  but  no  tie,  was  carrying  no  identification  when  his  body  was 
found.  Foster's  suitcoat,  with  his  wallet  and  identification,  was  found  later  in 
his  car  by  police  searching  for  clues.  The  car,  with  Arkansas  license  plates, 
was  parked  along  with  several  others  in  the  lot  of  the  overlook,  which  is  off 
the  George  Washington  Memorial  Parkway  in  McLean. 

"Some  people  who  commit  suicide  have  a  tendency  to  seek  out  a  nice  area  of 
solitude,"  Park  Police  Sgt .  Gregory  Brown  said  of  that  area.  "It  appears  he  went 
off  and  found  himself  a  quiet  place  and  that  was  it." 

Park  Police  reported  that  a  revolver  was  found  near  the  body.  Law  enforcement 
sources  said  the  Park  Police  asked. the  Bureau  of  Alcohol,  Tobacco  aind  Firearms 
to  trace  two  Colt  .38s  manufactured  in  1913,  but  ATF  was  unable  to  do  so  because 
of  the  age  of  the  weapons . 

Shortly  after  9  p.m.,  McLarty  was  notified  of  the  unconfirmed  death  and  by  10 
p.m.,  the  death  was  confirmed.  Clinton  was  told  by  McLarty  just  after  he 
finished  an  appearance  on  the  "Larry  King  Live"  show  on  CNN,  and  Clinton  and 
McLarty  went  quickly  to  Foster's  Georgetown  home  to  comfort  his  wife,  Lisa. 
Friends  described  a  shocked  and  grieving  group  of  Arkansans  engaging  in  the  same 
soul-searching  over  Foster  that  enveloped  the  White  House  yesterday. 

The  White  House  announced  that  the  Justice  Department  would  be  the  "point  of 
contact"  for  an  investigation  into  Foster's  death  by  the  U.S.  Park  Police. 
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A  search  of  Foster's  White  House  office  is  scheduled  for  today.  Justice 
Department  spokesman  Dean  St.  Dennis  said.  Two  senior  Justice  Department 
lawyers,  David  Margolis  and  Roger  Adams,  are  participating  because  'there  is 
apparently  a  great  deal  in  the  office  on  paper  and  in  the  computer  concerning 
Foster's  privileged  communications  with  the  president,'  St.  Dennis  said. 

Clinton,  joined  by  a  contingent  of  Arkansas  friends,  will  travel  to  Little 
Rock  Friday  for  the  funeral.  Hillary  Clinton,  who  some  describe  as  an  even 
closer  friend  of  Foster  than  the  president,  already  is  in  Little  Rock. 

The  president  canceled  his  public  events  yesterday  but  said  he  had  kept  to 
his  routine  of  meetings  in  the  White  House.  'We  have  to  go  on  --  we  have  the 
country's  business  to  do,"  he  said.  Aides  described  him  as  sitting  up  until 
almost  2  a.m.  wondering  what  had  brought  Foster  to  the  edge.  "He  was  perplexed, 
like  everyone, "  one  aide  said. 

Some  staff  members,  overcome  with  emotion,  described  a  morning  meeting  in 
which  Clinton  recalled  his  childhood  with  Foster  in  what  one  called  "the  most 
evocative,  moving  words."  The  White  House  later  released  a  transcript  in  which 
Clinton  called  Foster  "a  perfectly  wonderful  man  on  whom  I  relied  and  on  whom  I 
put  a  lot  for  a  very  long  time." 

Clinton  said  that  when  McLarty  informed  him  of  Foster's  death,  "I  just  kept 
thinking  in  my  mind  of  when  we  were  so  young,  sitting  on  Che  ground  in  the 
backyard,  throwing  knives  into  the  ground  and  seeing  if  we  were  adroit  enough  to 
make  them  stick."  Clinton,  McLarty  and  Foster  grew  up  together  in  Hope,  where 
Clinton's  grandparents'  yard  cibutted  the  larger  yard  of  the  Foster  family. 

Clinton  spoke  of  Foster  being  there  for  him  when  he  began  his  career  in 
politics,  when  he  ran  for  Arkansas  attorney  general  and  governor.  He  said  when 
the  Rose  law  firm  hired  Hillary,  "Vince  Foster  and  Webb  Hubbell  became  her 
closest  friends." 

Because  of  his  job,  Foster  had  been  associated  with  some  of  the 
administration's  problems  in  appointments  that  had  not  been  thoroughly 
investigated,  and  in  the  travel  office  affair  where  he  had  attended  some  of  the 
meetings  related  to  it  and  briefed  Hillary  Clinton.  But  he  was  not  criticized  in 
that  situation,  nor  held  responsible  for  some  of  the  problems  with  appointments. 

Yet  a  friend  described  him  as  feeling  responsible.  "He  was  a  guy  whose 
individual  sense  of  responsibility  for  things  went  well  beyond  what  a  normal 
person  would  do.  He  brought  everything  on  top  of  himself  and  was  almost 
obsessive  m  wanting  everything  to  be  done  right  and  feeling  he  somehow  could 
have  made  it  right  if  it  wasn't." 

Staff  writers  Dan  Balz,  Michael  Isikoff,  Bill  Miller  and  Pierre  Thomas 
contributed  to  this  report. 
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LENGTH:  S81  words 

HEADLINE:  The  Clintons  ir^ay  owe  tax  of  S  82,985  on  Whitewater 

BYLINE:  BY  TERESA  TRITCH 

BODY: 

THE  WHITEWATER  MESS  MAY  END  Up  hurting  Bill  and   Hillary  Clinton  the  most  in 
their  wallets.  Back  in  March  of  1994,  President  Clinton  vowed  publicly  to  "maJte 
.  .  .  good"  any  extra  taxes  he  and  the  First  Lady  might  be  found  to  owe  on  the 
failed'land  development  deal.  Though  the  Clintons  aren't  legally  required  to  pay 
back  taxes  on  errors  that  are  more  t.han  three  years  old,  the  President's  own 
words,  it  now  appears,  could  cost  hin  dearly. 

After  a.nalyzing  docur-.ents  coT.piled  by  the  Republican  staff  of  the  House 
Eankinc  Co-r-.ittee  for  this  past  summer's  Whitewater  hearings,  Kqney  estimates 
that  tf-.e  Clinton.'?  could  owe  $  13,701  in  back  taxes  on  the  venture,  plus  $  S4,288 
if  you  include  interest,  for  a  :otal  of  $  82,989.  If  we're  correct,  Whitewater 
could  land  the  Clintons  m  even  hotter  water  than  we  predicted  in  our  April  1994 
issue,  •  -.en  •■■■^   studied  their  federal  income  tax  returns  for  the  years  1980 
through  ir:".  In  that  audit  we  uncovered  a  potential  back-tax  bill  from  their 
V.'hitev.-.-.ter  dealinas  of  S  8,441,  stemming  mainly  from  questionable  write-offs.  We 
later  re'l-f lacrrred  a  dubious  S  10,131  deduction  from  their  1978  return  that  could 
hike  their  tack-t.-x  bill  to  S  i;,49C. 

Nov.-  Ennhi.-g  Cor.r.i  .tee  reseai-rii  suggests  that  five  mora  irregular  tax  moves 
flowi.-.7  frc-i  '.-.'hitevjazer  could  ac;d  ar.ot;--=r  S  5,205,  plus  i;:terest,  to  the  tax 
tab.  :■-  re— cr.se  to  •'CMIIV's  questions,  the  Clintons'  personal  lawyer,  David  E. 
Jlendall,  b-  .  I  th-r  Clinton  legal  tear,  is  reviewing  the  specifics  of  the 
Peputl-rnv    ana-"<;is.  Here  are  the  r.icnlights: 

•  ::uLi   -   =:~-.:cti~n£.  A  re -examination  of  the  Clintons'  1?79  return  reveals  that 
at  len.-t  "  -,*:00  ci  the  S  11,749  they  claimed  in  interest  deductions  is 
rv.estirn.- :1^.  T.ha-'s  because  entries  on  the  Whitewater  books  show  the  $  2,400  as 
c.  lo5"  frrr.  "ill  .li.iton  to  the  Whitewater  Development  Co.  A  loan  is  not 


The  Clintons'  1S67  return  crr.tains  an  equally  suspicious  move.  Part  of  a  $ 
2,5';i  v.-rite-cff  ir.ci  ..de.-=!-  3  payrrent  of  3  1,636  for  Whitewater-related  interest. 
Trc'.;ble  is,  a-cording  tc  a  research  report  prepared  for  t.-.e  Resolution  Trust 
C~i-por-tir-.  ■  ■■  z\:'-  S-r.   Francisc:  law  firm  of  Pillsbury  Madison  i  Sutro,  the 
'.lir.t-'-s  l' .    -t  -y   thst  amount  m  19':''.  In-^tead,  on  Dec.  30,  1986  they  made  an 

i:-t^r^  -.  r -.■:  -;  r  l,'3o  and  deducted  the  amount  on  their  1?96  return.  The 

chr-:;;  '.-  Z-.      ■-:;!:  c;  Jan.  2.    IjSZ  .lowever.  and  the  Clintcr.s  deducted  the 

;■;•:■.;:.-.  •      --.  ■   -.  "ear's  return.  Cle.irly.  tr.at  looks  l_ke  iirpermissable 

Th--'  ;  r -r  r-robrvly  ::f.  er.t-".  i  t   deduct  .he  remaining  ;  9:i  of  the  total  $ 
2,£;i  vith-?-.  =.eF-rr,r.::'.  ..'d'.ca   -     -  :.  rtio:.  -^f  the  interest  was  paid  by 
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Hilman  Logan,  a  mnn  •..he  i:ad  bouohc  one  of  the  Whitewater  lots.  '"You  can't  deduce 
payments  you  didn't  cake."  says  former  IRS  commissioner  Don  Alexeuider. 

•  Unreported  incor-.e.  In  1982,  the  Whitewater  Development  Co.  paid  off  a  $  5,000 
loan  from  Citizen^j  Bank  of  Jonesbcro  to  the  Clintons.  (The  total  paid  was  $ 
5.691,  ovir.n   to  accrued  interest.)  In  a  letter  to  Bill  Clinton,  banker  James 
McDouaal  r.=;»s:  "'.'ou  are  correct  in  your  belief  that  the  sum  of  money  borrowed 
was  a  part  of  your  investment  in  Whitewater.'  But  the  Pillsbury  report  found  no 
evidence  that  the  loan  had  anything  to  do  with  Whitewater.  Worst -case  outcome: 
The  S  5,691  could  be  considered  taxable  income  to  the  Clintons. 

In  yet  another  mix-up,  the  Whitewater  company  paid  Hillary  Clinton  S  144  late 
in  1984  as  a  reimbursement  for  a  S  144  real  estate  tax  bill  she  had  paid 
earlier.  Yet  she  decuctea  the  S  144  tax  payment  on  her  '84  return.  Again,  that's 
a  forra  of  double-dipping.  To  claim  her  S  144  write-off,  she  should  have  reported 
the  5  144  r jir.burrement  as  income  --  but  she  didn't. 

•  Ondersta- •■-.  .^air.s.  The  Clintons  may  have  understated  a  capital  gain  by  $  1,673 
on  their  1   5  ra-.  ;rr. .  Thit  year,  t.-.e  Clintons  sold  whit<;water  lot  No.  13,  which 
they  r--rs-  .- lly  c    r.^-i.    t:r   S   23,758.  Tc  calculate  their  gain  o.-.  the  sale,  the 
Clintc--..=  i       "VTct-d  S  l.;,lie  from  the  sales  proceeds,  which  represented  the 
outstan-ji:' ••  15  37  rialanc^  or.  a  loan  c.iac  Bill  Clinton  had  caken  out  on  the  lot  in 
19S3.  :'Z:'.Z':'S   ta.-  experts  questio.-.  zr.e   .egitimacy  of  subtracting  the  loan 
balance  vr.-in   calculaiin-.:  z^.s   gam.  B-t  ^ven  .f  the  Clintons  could  make  a  case 
for  doing  so,  the  amoun-  tr.ey  atparer.tl/  should  have  subtracted  was  the  $  12,445 
balance  due  in  1598,  net  t.'-.e  hijner  1967  figure.  The  S  12,445  shows  up  clearly 
on  bar.!:  r=c-;r=s  and  jn  Hillary  Tlir.ton's  final  check  to  t.ne  bank  to  pay  off  the 
loan. 

The  Trr«^-  ?=ric'fi  charge  the  Clintons  face  is  the  most  difficult  to  document: 
T.he  E.--"-i-  7r-~.;-.-ee  as.-serts  c.-.at  as  fifty-fifty  owners  with  the  McDougals  on 
t.he  1: :  1,  t..  :  Clintcns  owe  :ax  on  the  amounts  that  the  McDougals  paid  on 

their   -'•.     to  cr.ver  V.'hitewater' s  snortfalls.  The  Pillsbury  report  shows,  for 
ercanp:-,  :   t  the  "crougals  shelled  out  S  158,523  compared  with  the  Clintons'  S 
n2,lSl,  a:    .rhslnnce  in  the  Clintc-.s  fovor  of  S  58,166.  Are  the  Clintons  on  the 
hook  for  f.::  en  oS  nuch  as  near.y  6C  grand?  ac  didn't  include  it  in  our  tally. 
Hut  ultirT>,;.ily.  '.."hitewarer  indecende-.it  rounae^  Kenneth  Start,  wnose 
investignti- n  is  lii'^ly  to  iasz  u;:c._  spring,  should  get  -.o  tne  bottom  of  the 
'■."hitev.-.-ter  :-ie=3.  i=o  .t  -oald  be  a  Icng.  hot  winter  for  the  Clintons. 

lANGUACS:  r"31IS!! 
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HEADLINE:  Hearing  Puts  Focus  on  Rose  Law  Practice;  Conflict-of-interest  Cases 
Cited  by  GOP 

BYLINE:  Susan  Schmidt,  Washington  Post  Staff  Writer 

BODY: 

House  Republicams  turned  a  harsh  spotlight  on  the  failings  of  Little  Rock' s 
Rose  Law  Firm  yesterday,  calling  it  a  case  study  in  conflicts  of  interest  for 
work  it  did  for  the  federal  government.  They  released  new  documents  to  flesh  out 
Hillary  Rodham  Clinton's  role  in  representing  an  S&L  regulated  by  her  husband's 
gubernatorial  administration. 

At  issue  was  the  firm' s  failure  to  tell  two  federal  agencies  of  prior  work 
some  of  its  lawyers,  including  Hillary  Clinton,  had  done  for  Madison  Guaranty 
Savings  &  Loan.  One  of  those  called  to  testify  was  Hillary  Clinton's  former  Rose 
partner,  Webster  L.  Hubbell,  who  entered  federal  prison  this  week  for 
overbilling  clients  --  including  the  government. 

As  congressional  Whitewater  hearings  came  to  a  close  yesterday.  House 
Republicans  distributed  a  stack  of  letters  and  memos  to  and  from  Hillary  Clinton 
connected  to  her  work  for  Madison  and  its  owner,  James  B.  McDougal,  that  showed 
her  involved  in  a  wider  range  of  issues  than  she  has  previously  discussed.  In 
the  past,  Hillary  Clinton  has  described  her  work  for  Madison  as  minimal.  The 
issue  has  been  an  ethical  concern  for  the  Clintons  since  the  1992  presidential 
race,  when  news  accounts  raised  questions  about  Hillary  Clinton's  representation 
of  the  S&L  in  a  matter  before  a  Clinton-appointed  regulator.  At  the  time, 
McDougal  was  the  Clintons'  partner  in  the  Whitewater  real  estate  venture. 

Rose's  mauiy  potential  conflicts  of  interest  and  its  failure  to  disclose  them 
to  the  Federal  Deposit  Insurance  Corp.  and  the  Resolution  Trust  Corp.  have 
recently  been  detailed  by  inspectors  general  from  both  agencies.  The  RTC  cited 
Rose's  work  on  Madison  in  particular  as  a  conflict,  but  said  it  had  failed  to 
disclose  prior  work  that  might  have  kept  it  from  being  hired  in  six  of  16  S&L 
cases  it  worked  on  for  the  RTC. 

"This  could  be  described  as  an  insider  firm  reaping  profits  from  the  public 
after  insiders  had  defrauded  the  public  and  caused  a  loss  to  the  taxpayers," 
Banking  and  Financial  Services  Committee  Chairman  Jim  Leach  (R-Iowa)  said  of  the 
Rose  Law  Firm. 

Ronald  Clark,  the  firm's  chief  operating  officer,  said  yesterday  that  Rose 
reported  its  potential  conflicts  to  Hubbell  for  him  to  disclose  to  federal 
'"•gulators .  He  noted  that  "we  are  the  ones  who  reported  Webster  Hubbell 's  crimes 

the  proper  authorities." 
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But  even  Democrats  refxised  yesterday  to  defend  the  Rose  firm's  actions.  'It's 
'iously  a  corrupt  firm,'  said  Rep.  Joseph  P.  Kennedy  IX  (0-Mass.).  They 
....rgely  tried  to  lay  blame  for  the  failure  to  root  out  Rose's  conflicts  of 
interest  on  Republican  appointees  running  the  federal  S&L  regulatory  agencies  in 
the  late  1980s  when  Rose  was  hired. 

Democrats  who  attended  yesterday's  hearing  were  sympathetic  toward  April 
Breslaw,  the  RTC  lawyer  who  hired  and  supervised  Rose. 

Breslaw  was  secretly  tape-recorded  in  1994  by  this  weelc's  star  witness,  RTC 
investigator  L.  Jesm  Lewis.  Lewis  worlced  on  a  request  for  a  Justice  Department 
criminal  investigation  of  Madison  amd  she  suspected  a  checlc-lciting  scheme  at  the 
S&L  that  might  be  benefiting  Whitewater.  The  real  estate  venture,  which  was 
jointly  owned  by  the  Clintons  and  McOougal  and  his  wife,  maintained  a  checicing 
account  at  Madison. 

On  the  tape,  Breslaw  tells  Lewis  that  the  'head  people'  at  the  RTC,  if  they 
could  say  it  honestly,  'would  like  to  be  aible  to  say  Whitewater  did  not  cause  a 
loss  to  Madison.' 

But  Breslaw,  who  appeared  after  the  dramatic  tape  was  played  before  the 
committee  earlier  this  week,  said,  'The  people  at  the  RTC  who  have  actively 
participated  in  the  Madison  investigation  are  nonpolitical  professionals,  like 
myself .  We  have  never  had  any  interest  in  anything  other  than  an  honest 
investigation. ' 

In  the  late  19a0s  after  Madison's  failure,  Breslaw  hired  Hubbell  to  sue  Frost 
Jo.,  the  S&L's  accountants.  She  also  dealt  with  him  on  other  SfcL  cases  Rose 
took  on  for  the  RTC. 

Hubbell  was  the  lead  attorney  in  the  government's  case  against  Frost  &  Co., 
an  attempt  to  recoup  some  of  the  estimated  $  60  million  in  taxpayer  losses 
caused  by  the  S&L's  failure.  The  FDIC  sought  $  10  million  in  damages.  Rose 
settled  the  case  for  $  1.025  million,  billing  the  government  $  375,000  in  fees 
and  expenses . 

There  was  a  visible  chill  between  the  once  friendly  lawyers  yesterday. 
Hubbell  sat  at  one  end  of  the  witness  cable;  at  the  other  end  --as  far  away  as 
she  could  get  --  sat  Breslaw,  a  young  lawyer  whose  career  has  been  tangled  in 
the  Madison  controversy  as  a  result  of  her  decision  to  hire  him.  For  much  of  the 
past  1  1/2  years,  amid  controversy  about  conflicts  of  interest  by  Rose,  Breslaw 
has  insisted  there  were  none . 

Hubbell  acknowledged  that  he  knew  Rose  had  previously  represented  Madison 
when  the  government  hired  him  to  sue  Madison's  accountants.  He  may  have  even 
heard  it,  he  said,  from  then-state  Securities  Commissioner  Beverly  Bassett 
Schaffer. 

Republicans  read  portions  of  a  deposition  from  Schaffer  in  which  she  said  she 
specifically  told  Hubbell  that  Hillary  Clinton  and  another  lawyer  had  previously 
done  work  for  Madison  chat  involved  Frost.  Schaffer  said  Hubbell  "just  let  this 
('<scussion  drop  without  additional  comment." 

Hubbell  testified  that  other  Rose  firm  lawyers,  including,  he  believed, 
Hillary  Clinton,  knew  Rose  was  taking  on  the  Frost  lawsuxt. 
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■I  did  not  consider  that  a  conflict  because  we  were  standing  in  the  shoes  of 
lison  in  suing  their  fomer  accountants,'  he  said.  Mubbell  said  he  told  the 
...C  o£  the  prior  wor)c  for  Madison,  but  Breslaw  said  she  was  not  informed. 

Connnittee  documents  obtained  from  a  variety  of  sources,  including  the  Rose 
firm  and  Madison  files,  showed  some  of  Hillary  Clinton's  worJc  for  the  S&L, 
including  a  letter  she  sent  to  Frost  &  Co.  for  an  audit  --  the  same  accounting 
firm  Rose  later  sued  on  the  government's  behalf  over  its  Madison  audits. 

In  her  February  1986  letter,  Hillary  Clinton  said  the  S&L  was  not  aware  of 
any  pending  claims  that  would  affect  the  198S  financial  statement  Frost  was 
preparing  for  Madison. 

An  earlier  Frost  audit  of  Madison' s  books  was  part  of  the  Rose  firm' s 
submission  to  state  regulators  in  1985  when  Madison  wanted  permission  to  raise 
capital  by  selling  preferred  stock.  Hillary  Clinton  and  a  young  Rose  associate, 
Richard  Massey,  worked  on  the  stock  proposal. 

Two  department  officials  recommended  against  the  plan,  which  had  never  before 
been  tried  in  Arkansas.  They  were  overruled  by  Schaffer. 

Documents  show  Hillary  Clinton  worked  on  Madison's  joint  investment  in  loans, 
initiated  by  another  institution  for  which  Rose  did  work. 

In  addition,  the  documents  showed  Hillary  Clinton  was  involved  in  various 
aspects  of  Madison's  Castle  Grande  industrial-and-trailer  park  project  south  of 
*  '.tie  Rock.  Hillary  Clinton  provided  advice  on  regulatory  questions  involving  a 
'^    jposed  brewery  and  water  and  sewer  system  at  the  site. 

The  RTC  inspector  general  was  particularly  critical  of  Rose's  work  on  a  $ 
1.75  million  land   deal  that  bank  examiners  later  branded  as  a  series  of 
■fictitious*  transactions.  Hillary  Clinton  was  the  billing  partner  on  Madison 
matters,  but  another  Rose  attorney  handled  the  land  deal  closing. 

LANGUAGE:  ENGLISH 
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Express  MAM. 


Governor  and  Mrs.  Bill  Clinton 
1800  South  Center  Street 
Little  RocX,  Arkansas  72203 

Dear  Bill  and  Hillary: 

Enclosed  please  find  the  complete  report  prepared  by  Patten, 
McCarthy  &  Associates  concerning  Whitewater  Development.  A  suBunarv 
of  this  report  was  previously  sent  to  you  and  released  to  the  press 
along  with  a  cover  letter  from  me  on  March  23 X  1^2.  I  have  defer- 
redNsending  thi^.,-cT5mplete  report  until  now  to^avoid  any  confusion 
or  possible  ip^^ertent  production.  The  only  copiek  of  this  report 
which  exist/^other  than  the  enclosed  original)  a\e  In  my  file  and 
the  confidential  files  of  Les  Patten. 


>fide: 


/  Please  note  the  enclosed  complete  report  discusses\such  things 
as  the  ,$9,000  interest  deduction  taken  by  you  in  198a  (paragraph  A, 
page  3),  lot  13  and  borrowings  associated  with  it  \( paragraph  5, 
page  5} ,  and  the  sale  of  24  lots  in  1985  to  Ozark  Aiir  f\3r  assump- 
tion of  the  mortgage  and  an  airplane  (paragraph  6,  pagej  6) .  Hone 
of  Ithese  items  is  set  out  in  the  summary  report  which  was  released 
to  Itha  press.  Similarly,  the  sximmary  report  released  to j  the  press 
did  not  contain  Schedule  1,  which  details  loans  and  advances  by  the 
McOougals  and  the  Clintons  from  1980-1991.  Accordingly^  it  is  my 
recommendation  to  you  that  you  maintain  the  complete  /  report  in 
strictest  confidence  and  do  not  waive  either  the  attorney/client  or 
accountant/client  privilege  which  attaches  to  the/enclosed  report. 


\ 


Should 
else  related. 
Patten. 


u  wish  to  discuss  this  matter  -further,/ or  anything 
please  feel  free  to  contact  me  or  Les 


JKL:dm 

cc:      Leslie  A.    Patten 
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NAME:  James  B.  McOougal 

SECTION:  Section  1;   Page  18;   Column  1;   National  Desk 

LENGTH:  1762  words 

HEADLINE:  Documents  Show  Clintons  Got  Vast  Benefit  From  Their  Partner  in 
Whitewater  Deal 

BYLINE:   By  JEFF  GERTrf  and  STEPHEN  ENGELEiRG 

DATELINE:  WASHINGTON,  July  IS 

BODY : 

From  the  moment  cuestions  about  the  Whiiewacer  real  estate  venture  began 
arising  nearly  three  years  ago,  the  main  defense  by  President  Clinton  and  his 
wife,  Hillary,  has  been  chat  they  lost  money  on  the  ill-fated  deal  and  were 
personally  liable  for  its  extensive  bank  loans. 

But  newly  availsdsle  documents  --  including  the  first  completed  independent 
review  of  Whitewater,  prepared  for  a  Federal  agency  by  a  law  firm  --  cast  both 
positions  in  a  new  light. 

The  review  shows  that  the  Clincons'  partner  in  the  deal,  the  owner  of  an 
Arkansas  savings  and  loan  association  whcs^  failure  cost  the  Federal  Government 
$60  million,  shieldec  them,  to  an  extent  far  greater  than  previously  reported, 
from  paying  their  half  of  Whitewater's  losses. 

From  1980  to  1986   that  partner,  James  3.  McDougal,  advanced  the  Whitewater 
venture  the  $100,  OOC  it  needed  to  avoid  a  messy  default  on  its  bank  loans,  while 
the  Clintons,  half -ovners  of  the  corporacicn,  contributed  nothing,  the  report 
says . 

While  what  has  became  known  as  the  Whizewater  affair  now  embraces  a  number  of 
matters  under  investigation  by  Congress  ar.d  an  independent  counsel,  two  central 
questions  concerning  the  land  deal  that  gave  the  episode  its  name  are  these:  Did 
the  Clintons  pay  their  share  of  the  venture's  losses?  And  did  Mr.  Clinton,  as 
Governor  of  Arkansas,  help  his  business  partner,  Mr.  McDougal,  get  any  favors 
from  state  officials? 

The  report,  which  puts  Whitewater's  toial  losses  at  about  $200,000,  addresses 

only  the  first  question.  According  to  the  document,  the  Clintons  contributed 

$42,192  CO  Whitewater,  while  Mr.  McDougal.  his  wife  and  his  companies  paid  the 
rest:  $153,523. 

Those  figures  are  m  cont-ast  witn  a  rriporc  done  :or  Mr.  Clinton's  1992 
Presidential  campaic-.-.,  which  found  tnat  z'.'-i   Clmtcna  had  contributed  $68,000, 
and  Mr.  McDoucal"  and  his  wife,  Susan,  S?2,')0C.  The  White  House  later 
acknowledged  t.nac  cr-  repoit  hac  over'=-a.  •.  •.  cne  Clintsns'  contribution  by 
$22,000,  but  never  c.  'e  a  revised  estimar.c  for  the  McDougals'  payments. 
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Other  newly  avail.ible  documents,  released  bv  che  White  Housfe,  show  that  th« 
Clintons'  closest  advisers  were  worried  about  the  political  implications  of  th« 
Whitewater  losses  socn  after  he  tooJc  office  as  President  in  1993. 

The  Clintons  had  sold  Mr.  McDougal  their  Whicewacer  stock  for  $1,000  in  1992 
and  the  issue  was  whether  to  report  any  of  the  Whitewater  losses  on  the  couole's 
1992  income  tax  return.  ^ 

Lawyers  for  the  Clintons  noted  that  the  most  conservative  tax  approach  was 
not  to  report  a  loss.  But  an  accountant  working  for  che  Clintons  warned  in  a 
letter  that  the  Whitewater  issue  was  "very  sensitive"  and  that  reporting  neither 
a  loss  nor  a  gam  on  the  project  "bolscers  the  opponencs'  position"  that  Mr. 
Clinton  had  been  projected  from  ics  losses. 

"The  President  said  he  incurred  a  significant  loss  --  the  return  shows  no 
loss,"  the  accountan-  said  in  the  letter,  forwarded  on  Aoril  7,  1993,  to  Vincent 
W.  Foster  Jr.,  the  dsputy  White  House  counsel. 

But  Mr.  Foster,  i.n  a  handwritten  note  found  in  his  white  House  files  soon 
after  he  commictea  suicide  that  summer,  express^sd  no  enthusiasm  for  reporting 
Whitewater's   osses  ou  che  tax  return.  Being  required  ;o  document  them  in  audit, 
ne  said,  woula  be  a  "can  or  worms  you  shouldn't  ope.".." 

Ultimacely,  noc  c:.ly  did  the  Clintons  daciir.e  tc  reoort  a  loss,  they  actually 
reported  a  gai.n  of  Si.OCC,  c-  entire  price  =.-.  tr.eir  skle  of  stock  to  Mr. 
McDougal  --  meaning  i.ney  wcuid  never  ::ave  to  document  a  cost  basis. 

The  independent  5  udy  of  Whitewater,  based  en  t.he  Clintons'  private  files  and 
previously  unavai.ao-i  banK  reccras,  was  prepared  for  the  Resolution  Trust 
Corporation  in  April  by  tne  San  Francisco-oasec  law  firm  of  Pillsbury,  Madison 
t^'^  f^l^°-    ^^^   llj-page  report,  labeled  "pi-eliminarv,  "  is  part  of  an  effort  by 
tne  R.T.C.  to  see  wr.-ther  it  can  recover  some  of  t.ie  losses  created  by  the 
collapse  of  Mr.  McDc:gal-s  savings  and  loan  association,  Madison  Guaranty. 

^o  hf''^^'  ^^""^^.^i-    -he  Clintons'  lawyer,  has  .not  seen  the  report.  He  declined 

to  be  interviewee  bu-  saia  i.t  a  statement.  "It's  simclv  not  accurate  that  the 

WhSier^r^f^trd'^-ll^O'-^^-'"'"'^  '^^'^''^^  '^''^   ^""""^  °'   ^^-^  ^^"  °^ 

perJoLl'lJIunyl^^^Whi^iratL'^oanrioI^r'^'^  ^^'""'  "="*  ^^^'>""^' 

When  the  real  estate  ve.-.ture  began  in  1978.  "t.he  Clintons  and  the  McDouaala 
together  obtained  s:::, 000  in  loans  tc  buy  the  land,  Arkansas  vacation  ^rop^rty 

cover  anv  of  -hrh"""?"?'--'  ''-^"'^    '="  '-'•=="  ='"°"'  ^"°  ""^^  ^--«  ^^^^   ="«"" 
cover  any  ot  the  ban.-;s   losses. 

rhonL^wh'^;  "■'"'  -■^F'^  -.s^Xs,  the  Clintons'  exposure  had  been  reduced,  even 
^tJ^-^lll^^^^.^^tt^.^^^'y:..'^:^^^^J^^^^   -PO"-  ^he  Clintons 
debts  of  32;  =  "  :o."         ■     ■-°'^-  ="  -—-a  =:  c.ie  Whitewater  company's  total 


f-rr.m^ui,S'^^^^^."^^    -Oected  t.-.e  noc_=r.  -.:.jt  sr.e  a.-.d  .^er  husband  were  protected 

loin.^H  r   rK^'  '  ^''*r  °"-' -^  '    '''=°°-^^^'   ^- ■    ^^-  ^n  April  1994  news  conference 
pointed  to  the  snare  j  banK  -o.ins  as  e'-id"- ;.  .=  . 
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"The  ownership  of  the  corporation  was  50-50,"  she  said.  "The  liability  oa  th« 
underlying  debt  was  100  percent  for  each  one  of  us." 

If  at  any  time  Mr.  McDougal  had  been  unable  to  pay  his  share  of  the  bank 
debt,  she  said,  "we  would  not  only  have  been  left  with  50  percent  of  the 
obligation,  we  would  have  had  100  percent  of  the  obligation." 

She  did  not  mention  Mr.  McDougal' s  role  in  substantially  reducing  the  size  of 
the  bank  debt,  sayino  only,  "We  gave  whatever  money  we  were  requested  to  give  by 
Jim  McDougal . " 

The  report  said  investigators  could  not  determine  "how  much,  if  anything,  the 
Clintons  knew  about  the  McDougals'  advances  to  Whitewater."  It  explicitly 
supports  the  Clinton's  oft-repeated  assertion  chat  they  were  "passive  investors" 
in  Whitewater  and  had  little  role  in  its  financial  management  until  1988. 

But  it  includes  seme  newly  available  documents  showing  that  the  chaotic 
finances  of  Wl-.itev/ar  .r  did  occasional./  require  the  earlier  attention  of  the 
Clintons.  Taker,  togeirier ,  those  documents  suggest  that  the  couple  could  have  had 
reason  to  suspact  ch?^"  t.ie  venture  was  failing  to  pay  its  bills. 

In  October  1994.  i^r   e.xample,  Mrs.  Clinton  wrote  to  Mr.  McDougal  that  she  had 
been  forced  to  pay  t.-.a  company's  local  rea_  estate  taxes  "because  of  ray  concern 
that  any  delinquency  could  become  fodder  for  election  year  rhetoric." 

And  when  an  Arkansas  bank  from  which  Mr.  Clinton  had  borrowed  $20,300  on 

behalf  of  Whitewater  sent  a  final  payment  notice  to  the  couple,  Mrs.  Clinton 

wrote  to  Mr.  McDougal,  "Will  you  please  take  care  of  it  or  let  me  know  what  I 
need  to  do?" 

Thus  prodded,  Mr.  4cDougal  sent  Mr.s .  Clinton  S4,311  from  Whitewater's 
checking  accou.Tt . 

Whitewater's  cor.t .;".ui.ag  failure  to  brea^  ever,  also  meant  troubles  with  a 
$182,000  loan  from  i:s  main  lender,  the  Citizens  Bank  of  Flippin,  and  the 
Clintons  were  told  o:  the  loan's  occasional  delinquency  in  the  early  1980's, 
according  to  present  and  former  officials  of  the  bank.  The  R.T.C.  report  said 
the  Clintons  did  noc  orovide  a  financial  statatrent  when  that  loan  was  obtained 
in  1978. 

One  director  of  zl.^   bank  recalls  speaki.ig  to  Mr.  Clinton  about  Whitewater's 
failure  to  keep  up  its  payments  on  the  lea;'.,  which  was  renewed  nine  times. 

And  a  former  bank  official  recalls  t.-.at  on  a.aot.-.er  occasion  a  senior  bank 
manager  approached  K;  .  Clinton  a;  a  political  event  a.-d  raised  questions  about 
missing  financial  stnzerrents .  Mr.  Clir.tcr.,  this  former  official  said,  "got 
red-faced  and  said  sc.-net.-.ing  like,  '  Vou  cari't  dun  the  Governor.'  " 

In  198S,  the  report  shows,  the  Cli.itons  wanted  to  take  their  names  off  the 
mortgage  entirely.  "1  can  we.l  understand  your  desire  to  keep  your  name  off  the 
note,"  Mr.  McDougal  wrote  the  Clintons  on  Mov.  14  that  year. 

In  that  letter,  F.-.  KcDougal  said  i-.a  was  hoping  to  extricate  them  from  th« 
money-losing  l.^vest^ -:-.t  "because  of  zr.-   high  pctar.tial  for  embarrassment  to 
you."  He  acknowledge-  th.^t  tr.are  had  ie-?.".  a  "large  deficiency"  in  lozui 
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repayment,  accributir.g  ic  to  defaults  by  three  purchasers  of  Whitewater 
property,  and  said  the  arrears  would  most  likely  continue  to  'mount  at  an 
unacceptable  rate"  i:.  the  following  months. 

Finally,  Mr.  McDo-jgal  pointed  out  that  he  and  his  wife  had  "in  large  meaexire 
contributed  to  the  company  the  funds  necessary"  to  cover  Whitewater's  losses 
which  he  put  then  at  590,000. 

Mr.  Kendall,  the  Clintons'  lawyer,  said  in  his  statement  that  the  couple  had 
wanted  to  be  released  from  personal  liability  on  Whitewater  loeuia  in  exchange 
for  giving  Mr.  McDougal  their  equity  in  the  project.  But  that  de2a  never  took 
place. 

The  R.T.C.  report  draws  no  conclusions  about  several  other  Whitewater-related 
issues,  among  them  wi.ether  Mr.  McDougal  diverted  money  from  his  savings  and  loan 
to  help  repay  Mr.  Cll.^ton's  1984  re-election  deots. 

And,  responding  co  another  allegation  raised  by  R.T.C.  investigators,  the 
report  concludes  tha:  alt.hougn  558,000  flowed  from  Madison  Guaranty  through 
intermediaries  and  c.-.sn  to  Whitewater's  ac:ou.-.ts,  "little  is  known  about  the 
purpose  or  reason  for  these  transfers."  This  is  or.e  of  the  most  significant 
issues  in  the  Whitewater  affair.  It  would  oe  particularly  embarrassing  for  Mr. 
Clinton  if  Mr.  McDou?al  siphoned  money  out  of  his  federally  insured  savings  and 
loan  to  prop  up  Whitewater. 

The  report  has  ot:-.er  limitations,  too.  Some  documents  are  missing,  and  many 
important  witnesses  .are  not  interviewed,  in  part  because  of  restrictions 
imposed  by  Kennth  W.  Starr,  t.ie  i.-ideoe.-.de.r-  cou.nsei  .-.ow  investigating  the 
Whitewater  affair. 

The  report  also  r;. -tes  no  reccmmencacicr.  on  a  ca.-.tral  question  posed  by  the 
R.T.C:  whether  a  sui".  snould  be  filed  tc  reccv»r  Mad:.son's  losses,  if  any,  in 
the  Whitewater  venture. 

The  report  offers  :io  evidence  that  Mr.  McDougal  be.-.efited  from  his 
relationship  with  Mi   Clinto:-..  But  it  does  disclose  t.nat  in  1986,  in  a  meeting 
with  Mr.  Clinton  and  Arkansas  health  departmenc  officials  at  the  Governor's 
offices,  rir.  McDougal  vented  his  grievances  concerr.i.na  sewage  inspections  of 
another  ot  his  pro]e-;s.  State  health  officials  said  m  interviews  that  it  had 
been  unusual  to  hoxd  -sucn  a  meeting  m  the  Governor's  presence,  but  they 
insisted  that  Mr.  Mc2ougai's  projects  nad  received  no  special  treatment  as  a 
result. 

While  the  documenrary  record  sheds  new  lignt  on  tlie  relationship  between  the 
Clintons  and  the  McDcugals,  Che  mvesciaators  acknowledge  that  without 
interviews  with  the  cwo  couples,  it  was  impossiole  to  assess  their  motives  and 
intentions. 

GRAPHIC:  Phctc:  Jamei^  B.  McEcugal  (Associa-ed  E-ress' 

LANGUAGE:  ENC-IjH 

LOAD-DATE:  July  1« ,  1:55 
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■rown.  Rogers  4  Company.  Pj^. 


Mr.  Viftca  Fos 

The  Wllita  Ha 

West  yWing,  ^«cond  Floor 

1600 /psnnsylvania  Av«nu«  N.W. 

WashingcoA,    DC     20500 


I  Am   anclosing  susmary  vorXpap«rs  on  Wiitavaiier  to 
docijaen^the  assuned  loss  of  $5,878.35.  Tti«sa  inelud* 
raporc  from  Patten,  McCarthy  datailing  thair  findings  ol 
estikated  investaant  of  $68,880.07,  vorlqiapars  that  v«  ^ 
in  otkr  Vftiitavater  fila  of  payments  oada  on  behalf  of 
Hhiteyat^,  deductions  taken  on  tax  returns,  and  lists 
prepa2\ed  Npossihly  by  Carolyn  Huber  concerning  the  saar 
items. 


recommend  that  ve  do  not  attach  any  statem« 
rfl^um  concerning  Whitewater  other  thvi  the 

sale  of  the  stock.   We  have,.>''^lniauB  basii 
s  the  amoxint  allocated  oa  the  corporatet- 


I  s' 
to  the  ta: 
listing  of 
of  $500, 

books  as  50  pW6ent  of  the  capital  stock.   Because  of  the 
numerous  problems  with  Whitewater  records  and  the 
commingling  of  funds  with  other  companies  and  individuals,  Z 
believe  many  explamations  may  have  to  be  made  if  we  claim  a 
loss.  I  do  not  believe  that  we  should  claim  a  gain,  because 
the  Clintons  did  suffer  a  loss,  and  that  should  be  the 
implication  in  closing  the  transaction.  Please  let  me  know 
what  you  decide  concerning  this  matter  so  that  we  can  finish 
the  returns  tomorrow  and  send  them  by  Federal  Express. 

pi  am  making  the  changes  we  discussed  on  the 
from  l^e  money  market  funds  and  the  listing  of  the 
the  ^tocks  and  partnership  on  Schedule  0. 

an^also  sending  you  again  the  two  W~2  fo 
Talei^t.  I  am  sorry  that  you  only  received  one  of  them 

Sincerely, 


*TtflY  ■■Hedden 
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F  093158  Bill-ji^ 

Slinton 

FOR  PRESIDENT  COMMITTEE 
Hay   IS,    1992 


Ms.  Kim  L.  Bright-Coleman 
Associate  General  Counsel 
Federal  Election  Coanission 
999  E  Street,  N.W. 
Washington,  O.C.   20463 

Re:   SF-27a  £or  Presidential 

Candidate  William  J.  Clinton 

Dear  Ms.  Bright-^oleman: 

Enclosed  Cor  filing  is  Governor  Clinton's  Public 
Financial  Disclosure  Report.   Please  note  that  our  prior 
submission  dated  November  1,  1991,  as  amended,  should  be 
considered  further  amended  with  respect  to  Items  2  and  4  on 
Schedule  A,  page  10,  and  Item  4  on  Schedule  C,  page  IS.   I£  you 
have  any  questions  or  require  any  additional  information,  please 
contact  Bruce  R.  Lindsey,  Campaign  Director. 

Very  truly  yours, 

*"'  CLINTON  FOR  PRESIDENT  COMMITTEE 

Mary*\nne  Suluivan 
Counsel 

MAS : aw 


W«sfunqton.  OOM«J  Aiianiic  Htadguaners  •  1317  F  SirMl.  NW,  Suilt  902  •  wasnmgion  OC  W004  •  Ttt*onon«  (202)  333  3323  *  P**  '^-' ' 
Naiionai  C.uno»gn  H«aoau4ricrs  •  PQ  8o«  615  •  Unit  BocK.  unttnitz  72M3  •  Ttltoflon*  (SOU  3721992  •  FAX  liO''  3''  ^^^ 

**^  "^  *- •*' ^' ■  ■    -t  *   I  >,     r.B — !■■■ 


254 


e>itVV  :i 


255 


ysityy  d 


256 


laitww  J 


< 

u 

CO 


*ESSarooo:oo(as  r:'?;OIgs:'  2^ 


c    o 

o  ^- 

2P 


io  t 


OOO'OOO'TS  •  lOOOOlS 


^a3catx»:ooi£gioo;ost^aiKt::.'i.»^,'£a;^|»g:gg|g;;gg:ife;^^ 


ooo'oss-  loosis 


mm 


s=s^ooo;-s!s'.>fioo'?s" 


S^^^^^IH^SfES 


oooss-  lOSlS 


ooo-ij-iois        I     .     ■     •     I        ol        SI        xl        xl 


IS.^l°I£g5.gi3i?^-*"'-RCgg?l^saB5a55  ^rg5llgi^?J|g-'^-'r--l---- 


5i;^cJS9as^.S!JJ-'':^-s;:5i:s5i??j^Sj|v^jg|j 


ltTUXP**C">^ 


|'«pona^i«mra-ttyrp*^**3*^-£^'i|^\;ij;r^^^pr7T   7v  — ■,— -:^ 


:^'..^^:^t,^3^|^;^igg^^|:c5.-^jaj||;--r>5^|g----  ■'x 


»rj|»/loa  pu»  lurjj 


^5';s2SiSS!'.^;3^=felS;ic^Si;s^l.-.?:?rI*liSftj^    •:  > 


*aX)000".IJrilOO'OOSS«>«:|r'KS;-^"-l 


•*»!»»— ^•■ 


000  OOSS  •  100  oszs 


■'oooios^sfnoooois'^js  : 


ooooois- 100  OSS 


;000  OSIillOO  S  IS  l;-*=^)iSC-.L?J 


000  CIS  '  lOO'lS 


j-=illOOlJ <"f>i^*l.-"y •"•k:  _■•■; 


ill 


:  111 

^Z'  8. 


8 

HI 

Sir 


2ii  i 


eg  ji: 

c  wo 


c 


C  -I 


O         u 


rri    i^ 


257 


29lE0e    d 


t;yiboc  J 


258 


< 
a 
J 

Z) 

B 
u 

CO 


60  S. 


~£2S2:929S£^!^£lS^I^'SHl==^l!~Si^lS^^ll"'"  '  I 


OOO'OOO'IS  •  lOO'tXJTS 


gasa0COJi0IIg,^00  0?^;j£if|S=i:SS;:-CS7;.£gi5!5T^|gggag|-^^ 


ooooss-  lOO'SlS 


t^gSBSSOaLSaPS^sS^l^g^lS^^ilgSc^lgggglJafS-: 


oooss-  losis 


as»u^.»jc.;0os:^?i>:toousgs^)<;:irigg.~^gr?j; 


...XI  .;..  x:l 


20 


glgy^gssi  sl?^o3lgg;f^|p^^-fe 


"ii 


KSiiSfJJ-'iSCSCE 


inu>^  pviaui3 


o  _2 


|>«paT\_J,)O3Unt»AUj;T>«l0»Z3;S«: 


S::g^i=S£^l-'-'-?3l=^"'-.><i|'^"  -    »<l         x| 


r->Mjaiu|>— ,^T. 


t»r)]*XDj;  pm  »u»y 


^^s^sS-atSS^JcSiSs 


-jsisss^p?^  I-- 


I       I 


^-git^-o'jia  '^i;  I  -•* 


*  ^  -  ' 
■  I 


»!»=-.  ».i-,;|-~..-.. 


OOOOOK  •  lOOOSZS 


*V=¥jOOp  WK  ^lOO'Op  IS^^Jr 


CO00015-  1CX)0SS 


:oooossi.ioosis- 


000  ;is- 100  u 


.-;:ti(ioo:is  o'v  j'»i.-"y  •"•k.-.. 


1? 


3    • 

i  s 


:  •»  x 

ill 

:  8. 


—  3    >  3       — .E 


1  i 


D 


t:i:i:i 


to  -o 
o.  c 


2t) 


o      -<  c 


•o  > 
-.    o 

u.  u 


><  V 

tJ  B 


259 


VD  k  cvv    o 


260 


so i too    J 


JO-.      t? 


< 

J 
z> 

o 

CO 


5  5      " 

3-—     " 

c   o 
o  ^ 

~  ^ 

=  a 

3     - 

O     M 

C  -3 


U  ^ 


^~^g^jrooo.oocQ.5V?^Tg^|Sia: 


~o?\ 


OOOOOO'IS  •  loooots 


asgaooo:oo^sa■^oo^c>s;.^ga|iaaa;;=s;^^la;saJ|ggaggl•^^f 


OOO'OSS  •  lOOSlS 


^g2^S£^^£a?9s:?s;^3ig:gz:^!^ias^i5§iig^g!g5s> 


DOOJS-  lOSZS 


iSS?l!~5riIil!S~l^]^'^'  ' 


£^^S5 


I -•=»«s»|jsestS5|i«.>Y^ 


L»s^gg.jgss)-'2i^'a^  is^^gissi  ^^=*;g^rss^i;yr=:-^ 


--xl-  ■-■.•■ 


5  gssg55gSi£ga'::^°j5sg|£.^-Ji-;ti@;^):jji-- 


S;25!JSiifc: 


>rmj_  p»»o»3r3 


"poR3-)o»un»»*uj;p'»»o»wr3<^.'jjj»«s-*i— ji^j^j^s;^  ;,- »^-[iir:;i>i-'*.'r;() 


;iisxrGiiiefit|-.j<  >^ 


^p^^iiltii-ii?!?- 


nill&tojj  pm  «»jj 


s^^:JSS£S£''Ja!a^tel^'<ss!5ei  -==--5i»-.;T.'g.7is.-.^ 


000  000lS-^»»O 


iQoo'ooonsaioo'oogt'A^'^ |tai^?^H~~ !  ?' | '""•  -*? |g^'-°'Jp=--:  •'■ 


OOO'OOSS  •  100  OSIS 


goooiosag  0000  \i-^~i  |  <^iH'-^.T.'rh^'  |  v^^-'^slri-^^SlT-r  • 


OOOOOIS  •  100  OSS 


lOOOOSSClOO  SlSE.-*r= 


000  ;is-  loo'is 


rrya^n  oo'u.  ^ji  j'-»i.-»)  •"•K  n_,-.; 


51 


li-: 


s 

^  ^  E 

Ill 

i  £ - 


D 
I 


:s 


i': 


j  - 


lii 


0)  BJi 

o  u  u 
m  u 

a.  >^  c 

£  CO   o 


-"  E  >■ 
^  01  o 

Ok.  -^    Cl 

u   B 

<  e: '-' 

I 

u 


O  i- 

OC  CL. 


3 

"  3' 


DO 

C     Hi 
— <  Ji 
•o  o 
—  o 

•~i  a. 

3 

ta  « 
0)  u 


261 


93TE00   d 


s&^    11 


< 

-3 
Q 

a 
5 

CO 


biis^ooooooarvf^o'^sy?  IS 


oooooons  •  100  oois 


OOOOSS-  100  sts 


|^sgoooOTT£2l2°!°S^5i^sSiSSlS3;K21SaC£SSS^l?"'S^ 


l^l2B222S12iJ  t»S3e^  I  JRk^ 


1^^^^^^^?^^31S^^^II 


g;g-ip-n;'fe-.u^'  i=t---':^''\-- 


>>   >, 


2 1 5SEiESS£;?i£!i?i:i'?.iSiE 


i:g;^ig»5Si--jy?g«i~^^<i- 


«poi\7-jo»uo»»Aaj^^>»>o»3T2^=^ 


-'iii'SSiiiS^ 


•»nr""^  ?"•  "'»u 


O  u  3 


«  000' OOO-I I  rfl  00'009S  i.r»«. 


000  00«  •  100  oszs 


!*  ooo;osts  5n  00  00 1  s -'iri 


OOOOOIS-  100  OSS 


:oooosscioosis>^- 


000  CIS  '  100  IS 


'->=ii°9i^-"'?'J.'i^V  ""'■'j.'x- 


.*.r---^    |- 


I  -     I 


I       1 


iSseSSSCI^=Si?^~<l&:^:-:h  ■ 


ili 
HI 


111 

-  i- 

2=; 


•=■£  5 


D 


iii 


ii 


"D  m  >• 

-11-5 


00  C 
u  O 


•^ 


O    C     3 
I  «1  W  ■-•I   s 


262 


< 
a 
J 

Q 

5 


15  L 


aa5a*i!tooo,oooase??o^gsB|ga!*igsg!^g5SI!^Syl|;^-  -T 


COOOWK-IOOOOIS 


JSs:ssooo:jai::S?ioo-o^^Efi\^3S>l^e7fMS\^sa\&l&\&Si3 


OOOOSS  •  lOO'SIS 


BBgSS22aiS^aiSS,gaE81B5^SSgi5SSg|^ga! 


^-;r:<^-t^->=r 


s  >■ 

o  •— 

zo 
3| 


o    m 

C  — 


000  ss  •  lOS  ss 


MTO8j^ooazsi;q.oa,isg5ig5^;?fT^i5S3i«^=gpi:f^r?^-i:-:rr  .1  -.x.:.;;! 


iEssEiSSJsi-i'sssikigBaa&ssiSissais?^  -i^-^i; 


P 


c  = 

3  3 

)->  U 

a  OS 

O  O 

c  s 

o  o 


°'=^f^?i?^y'.J^^''J^^^BBg|SGSg;^i^|^J<y^a^ 


JITUi  p»>0»3T3 


:25r!:fiiS:S!SitE=S55?ii-»— "=l? 


idc<i^3u:&n! 


;^;asr-=a.>-i.Ti|t^?>r:|i:- 


>i>T>'»l]  P"  i^**^ 


;iaSiSS31-=;^  ^g|£s.•Sl!b.--^<:  •  I 


JJJ        ^ 


000  000' IS  •'»^ 


ooo'ooo'.KBa  OOOOSS  a^-T^li 


ooo'oon  ■  100  oszs 


ISS5=iJ^  29°i2SI  219°' 0?  "^~  I  «f=il5iS3 


OOOOOIS-  100  OSS 


:oOO0SSt.lOOSlS&gr;j^:^-^B;-*:i-l| 


OOOSIS-  100  IS 


.  <  ^l\  OOH  S^.°?  V  J'il  ■■»>  •".•Kn_:i  li^iiS^d 


:  J  « -c     :  £ 
: »  ?i    : - 

till  t^ 

=  ~ • ^    =  J 
:s  o  •  r     3  E 


D 


E 

£  1 


iiiyi 


if 


TT 


cr  o       o"  0 


-1  c  c 

eo  o  3 

u  ■»*  O  _, 

^  w  u         3   3 

>  «  c 

•O  B 

u  c 
n   3 

a)    o  O        —  —        —  — ; 


c  < 
:->  =  <-> 


263 


Bsieee  j 


< 
J 

a 
u 


o  ^       o 

=    o 
Z  O 


l^-^      tl 


]5;j;i:C.:i:i»0  000^S  - 


^r*!^00p  001S»  :iOO  OK  jO>?<  i^^a-'.^^rtr'' 


OOOOOO'IS-  lOOOOIJ 


OOOOSS-  100  sit 


g<>^-g-i?^aX).5  ISjaDO.SXirT,  I  ^FjiTS^-:; 


ooon-  icsu 


"sr-i^^^oosii.-iCDis . 


oooij  •  loa 


^■aoci?»^.»**l»t'»»«>fJ-trTt>::r^=i=i'^'.|— ■"=~|:'~=^  -]' 


■  ^-~ 


=-  ~«A 


ii: 


E  E  £ 

=  33 

^  i-  -. 

Q  Q  Q 

0  =  0 

c  c  = 

O  o  ; 


•"TUiP*!/!!""© 


psnj  lOvuDCkAU]  ^•)oa: 


•nivAsy  PUT  iu»y 


-_  -.■    f  -_-.=-     «T>"pi»;Q 


2      "= 


000  OOO  IJ-— 0 


OOOOOOIJ-IOOOOSI 


ooooon '  looous 


-— .      -    OOO  Ons  •  100  OOIJ 


ooooois- 100  on 


000  on- 100  CIS 


OOOSIS  '  100  IS 


—  iioois ">n ' 


c  — 
—  9 
>     w 


m 


'  •  8 

s  :  ! 


D 


i'  ■ 
:i:]: 
:  i :  > : 


A 


—  c 
c  c 
=>  —  1/ 


o  c  ■: 

>  —  e 

~  c  > 

ftr  — 


>  C  O 

C  ~  w 

•  C  — 

I,  —  c 

k>  O  K 

•<•:■•> 

E  »  — 


>  — 
«  - 
C   n 


3     = 
C     K 


264 


Itwnuad  list  of  Valu«Partnarc  I 
inv«san«flu.   HilUry  Ointon  has 
an  inv«sxni«n(  in  VaiuaPannars  I 
(SM  paga  7). 


ro(rrav,io  vfuiul 

Va(«M««rtri«ri  I 

Aceouiti    VACtOO 

May  1.  tf*2 


f"  693169   '■ 


Rertat 

Pet. 

Ouintlty 

Seeuritr 

Price 
O.U 

Vilua        Aaaatt 
12.423.00      0.13 

riald 

eawoi  nca 

Uir  Varrmti  (1) 

:o.}flo 

0.0 

E2,ua 

AMT.  Inc. 

2.73 

227,150.00 

2.42 

0.9 

1.U0 

AtKcd  l(|na(  Ine 

S9.23 

104,450.00 

1.23 

1.7 

t,(00 

Armtront  Vartd  Ind 

33.25 

153,100.00 

1.79 

3.4 

i.no 

l«laic 

11.47 

40.154.23 

8.93 

0.0 

3,500 

Cjltauay  Calf 

24.00 

44,000.00 

0.97 

0.0 

u.:eo 

0i4rt«r  C<i(f 

7.42 

10»,«37.50 

1.26 

0.0 

J, 400 

CI  tea  Ir«tea  Inc 

34.47 

123.373.00 

1.(3 

0.0 

IS. 700 

CMit  Stvtnis 

11.00 

172.700. 00 

2.00 

0.0 

t.soo 

Cai9  U.>.A. 

26.23 

170,425.00 

1.97 

0.0 

10, no 

ea>«cranlx  Carp 

12.47 

131.325.00 

1.52 

0.0 

9,000 

Comer  fcriphcnti 

20.50 

144,300.00 

2.13 

0.0 

13,  MO 

Coraolfdatod  Stare* 

14.12 

194,337.30 

2.27 

0.0 

r,2oo 

Camlnf  Ine 

34.47 

243,500.00 

3.07 

1.4 

2s,:oo 

Crift  Radt 

5.73 

14S.i75.fl0 

1.4S 

0.0 

m:s 

Oodir  (antral 

18.73 

171.093.75 

1.98 

1.1 

V.TOO 

a  Carp 

13.00 

124,100.00 

1.(4 

0.0 

20, too 

tleetrente  Arts 

22.50 

444,000.00 

5.(1 

0.0 

U,0OQ 

FMtly  Ooltar 

19.12 

247,750.00 

3.09 

1.4 

8,W0 

rtcetwed    . 

37.37 

XJ2.Cr.30 

3.84 

2.4 

9,M0 

Irca 

14.00 

153.400.00 

1.77 

0.9 

7,J0O 

e«a(  lyifcM 

14.47 

131.123.00 

1.52 

0.0 

4,M0 

Caodyear  tirt 

71.30 

(71.9QO.0fl 

5.(5 

0.4 

27,200 

Crmeara 

14.30 

394.(00.00 

(.54 

0.9 

Z3,W0 

Creerwick  rh«r« 

10.75 

271,(23.00 

3.22 

8.0 

7,600 

Inaltufara  x(d  >« 

13.73 

122,450.00 

1.(2 

0.0 

7,400 

lemar  Carp 

21.73 

149.450.00 

1.94 

0.4 

S,100 

Kerlcal 

10.42 

44,042.30 

0.99 

0.0 

M.U9 

Nertan  Ke«tan  tne. 

13.37 

(47,502.04 

5.43 

1.8 

?,«fl 

Herrtsan  Ine. 

24.30 

231,323.00 

2.47 

Z.i 

7,200 

Nultlb«>k  rlnaneUl 

11.73 

44,400.00 

0.98 

0.0 

2,<00 

levtll 

34.00 

140,(00.00 

1.42 

0.0 

U,SSO 

lutaei  Ind 

23.00 

334,430.00 

3.47 

0.0 

n.330 

PC  Oust*  ' 

1.37 

99,723.73 

1.15 

8.0 

7,300 

PUturttel 

37.00 

270,100.00 

3.12 

8.9 

1,(00 

Pre«ltti 

10.00 

44,000.00 

0.97 

0.0 

«.700 

OuaUoa 

21.23 

142,373.00 

1.44 

0.0 

12.(00 

tU  Carp 

12.42 

154,550.00 

1.81 

0.0 

4,700 

(leBd-IIta 

14.12 

43,147.50 

0.98 

0.0 

(,200 

layal  /^l 

44.73 

147.950.00 

2.17 

0.0 

),M0 

SelKtron 

22.42 

41,(50.00 

0.94 

0.0 

3,300 

Sanle  Corp 

2(.50 

45,730.00 

0.99 

0.0 
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SItTX  CIPtTJll.  KUUCOiClIT,   INC. 

Vtluep«rwer«  t 

A<cau^t:    VALIOQ 

lUy  1,  1WZ 


F  eeaffiMB 


JUrtet 

»«. 

e««ntlty 

uorirr 

friet 

V«(IM 

Joo.tTi.ao 

2J3 

Tl«(d 

2(,300 

touOMdt  Cafes 

o.a 

t.SOO 

Spu-tm  lloC«r«  tne 

a. 23 

131,123.00 

i.n 

0.1 

1J,200 

r.i.a.  ii«. 

5.42 

«S, 300.00 

«.» 

0.0 

10,200 

red)  o<tt 

17.00 

173, MO. 00 

2.00 

0.0 

t.coo 

re(fh  Kutco 

SS.U 

2«,33fl.0O 

2.M 

OJ 

7.100 

USA  Trxk 

tS.23 

110,930.00 

IJ7 

0.0 

1,»00 

united  lei(Ulc«rt 

7«.42 

1O,S«7.30 

1.M 

0.1 

r.oco 

VI<J«o«le«a« 

I2.« 

43,375.00 

1.02 

0.0 

f,01S,3M.31  101.19        0.3 


»air  nca 

Msb«  Jriteoa 

43.50 

•9S,7C0.00 

•2.200 

•I. 11 

•u,too 

Ates  Inn 

j.n 

•42.300.00 

•4.94 

•3,200 

Awil*4  MtiritC* 

19.00 

•M,4CO.0a 

•0.78 

•t.coo 

l4il  Cart 

34.12 

•47.773.00 

•0.33 

•13,300 

|l«at<Brr  Ine 

2.37 

•34.112.30 

•0.(3 

•MO 

IH(ta(-»r«n  Ufjibb 

74. « 

•44,775.00 

•4.31 

•1,750 

on^a  U^ 

34.12 

•59,714.73 

•4.49 

•!,0flO 

e>«rtw  eaip«ny 

7.00 

-33,000.00 

•0.44 

•1,100 

Zncttr  Urroi 

31.73 

•47,423.00 

•0.35 

•13,400 

irrr  Catwiee 

3.30 

•44,900.00 

•0.3* 

-t,900 

CorOKdleal  S<(encss 

7.73 

•4«,975.00 

•4.40 

•z.ioa 

ei*«^eiti«  frodueti 

27.87 

•100,330.00 

•1.14 

•1,»00 

I  e  I  e  Ine. 

.47.00 

•49,300.00 

•i.a 

•Too 

e^rber  frodcu 

42.37 

•43,4^.50 

•0.30 

•29,100 

etaiftd  irtinii 

A. 37 

•127,312.50 

•1.A7 

•9,300 

irwd  Cttfm 

ia.12 

•144,542.50 

•l.fS 

•4,400 

-pa  Awrlet  Inc. 

U.OO 

•102,400.00 

•l.U 

•2.700 

lc*(Ui  fn. 

10,00 

•27,000.00 

•0J1 

•5,300 

Ilb«rn(i  Carp 

4.62 

•2S,A37.30 

•4.» 

•1,200 

louM^atd  Inc'l 

U.42 

•53,530.00 

•4.41 

•11.400 

Centuekr  UU 

7.23 

•44,100.00 

•4.97 

•2,300 

llMolA  rinM>e«il 

20.23 

•44,373.00 

•4.54 

•2,700 

Nar>«l  EniEirtalnBcnt 

25.00 

•47,500.00 

-o.n 

•1,400 

liG0«mct(-4«utl«« 

57.12 

•79,973.00 

-4.« 

•5.400 

M4ct  tttevth 

14.42 

•93,100.00 

•t.ei 

•400 

Kent  I  Ca  (ne 

143.73 

•57.300.00 

-4.44 

•3.300 

Molcrjler  IUr|r«te9>s 

23.30 

•77,550.00 

-4.90 

•1,100 

XcKell  eo«p«iy 

41.50 

•45,450.00 

•4.53 

-7,400 

frnley  Coapanlct 

12.50 

•97,500,00 

•I.U 

•3,200 

Ullr'*  Ik 

22.73 

•72.aOfl.00 

•4.44 

•2.400 

leesok 

30.2$ 

•72,400.00 

•4.K 
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SwiDLER  &  Berlin 

au(Tna> 

sooo  K  murr.  n.w 

sum  300 

VASHINCTON.  DC.  20007-) 1 1« 
(202)  »44-«)Oa 


F  003179 


(102)  944-4n« 
TtUX   7011)1 

(]02)»4«-42M 


BY  HAND 


April  6,  1993 


The  Honorable  Vin<»  Foster 
Dqjuty  Assistant  to  the  President 

and  Deputy  Counsel 
The  White  House 
Washington,  D.C. 

Dear  Vin<»: 

Per  your  request.  I  enclose  the  foUowing  docniments: 

1.         The  SF-278  fded  for  Presidential  Candidate  Clinton  on  May  18.  1992; 


2.  His  SF-278  filed  on  November  1 .  1991 .  with  additional  filings  made  on 
November  13,  1991.  January  10.  1992.  and  April  6.  1992;  and 

3.  The  Amended  and  Restated  Statement  of  Financial  Interest  for  then-Gover 
Clinton  filed  with  the  Secretary  of  State  of  Arionsas  on  May  15.  1992. 

Please  let  me  know  how  else  I  can  be  of  service. 

Best  regards. 


James  Hamilton 


JH/cmb 
Enclosures 
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Uiintan 


FOR  PRESIDENT  COMMITTEE 

May   la,    1992 


Ms.    Kim  L.    Bcight-Coleman 
Associate  General  Counsel 
Federal   Election  Commission 
999    E  Street,    N.W. 
Washington,    O.C.      20463 

Re:      SF-278   for  Presidential 

Candidate  wiHian  J.  Clinton 

Dear  Ms.  Bright-Coleman: 

Enclosed  £or  filing  is  Governor  Clinton's  Public 
Financial  Disclosure  Report.   Please  note  that  our  prior 
submission  dated  Hovember  1.  1991,  as  amended,  should  be 
considered  further  amended  with  respect  to  Items  2  and  4  on 
Schedule  A,  page  10,  and  Item  4  on  Schedule  C,  page  IS.   If  you 
have  any  questions  or  require  any  additional  information,  please 
contact  Bruce  R.  Lindsey,  Campaign  Director. 

Very  truly  yours, 

CLINTON  FOR  PRESIDENT  COMMITTEE 

Mary^nne  Suluivan 
Counsel 

MAS: aw 


l^MBinflion  0CMK3-Aii»niic  Heaoauantfs  •  017  F  Sireei.  NW  SuiieSOZ  •     .-i--rc"  CC  JOOO*  •  'iieonone  (202)  393-3313  • 
National  CiTisaiqn  M-joauafters  •  PO  So>  6l5  •  Lriiie  =■::'    -  ■  ".'.yi  •  "T-?cnor»  iOi>  j"2  I992  •  -ix  :•;■ 
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lumizcd  list  of  ValuaPannars  1 

gttn  corm  nuucattr.  me. 

inv«3tm«nu.   Hillary  Clinton  has 

KtrrcLio  vfuiuL 

lillllllll 

F  003191 

an  invastmtnt  in  Valu«Partn«rs  1 
(SM  page  7). 
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•0.92 

•5.400 

Xede«  iMCtrtt 

14.42 

•93.100.00 

•i.es 

•4C0 

Hcfck  (  Ca  tK 

143.75 

•57.500,00 

•0.44 

'••3,300 

NolcTjUr  llotyttCM 

23.50 

•77,550.00 

•0.90 

•1,100 

Xnelt  Ca>fmr 

41.50 

•45,459.00 

•0.53 

-7.800 

tfttlof  Caoponte* 

12.50 

•97,500.00 

•1.13 

•3,2C0 

lallr't  Ine 

22.75 

•72,800.00 

•0.84 

•2.400 

Xectak 

30.25 

•72,400.00 

•0.84 
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ATTACHMFVT  TO  <;rHFr)ULE  A 
(continued) 


VtlucMrtmra  I 

^eoLro    <iu.\:a 

•Uy  1,  \m. 


F  003193 


lUrkrt 

Ht. 

OuantltY 

iaarivf 

»He« 

V«(u» 

i4Mt<  r(«(4 

•ij.na 

l«re«lJbi 

3.73 

•19.04I.30 

•4.43 

•4,20Q 

JCl  im'l 

1.30 

•5j.«a.flo 

•4.iJ 

•J.JW 

]<•!(  r«ik«> 

t4.:3 

•M,:2s.ao 

•fl.:i3 

•f,iM 

tuw<M  T«dl  tM 

f.a 

•u.icQ.oa 

•1.03 

•i,?5a 

«ell««rt 

:t.3o 

•u.ua.io 

•4.^ 

.i:.«a 

Tort  t*M»ttk 

suet:  noa  rcrii 

•J 

•*7.it7.i0 

Hj.r» 

iSf.nua 

•».a 

loco  C3«0 

roa 

29, tea  ttorfcii  :4v<)^« 


*.3r    127,312.30      t.47       0.0 
18.12      47.042.30      0.77       0.3 

19t,J73.M  '  2.a        0.3 


NCMET  KMlcn  MBS 


sj  e«vt  w 
uni«t  un  i«k 


•J.iCO.OO    -O.M  0.0 

32.fi4.U      0.41  0.0 

•9C0,m.32  •10.41  -J.J 

1,270. M      0.31  3.3 

•(30,341 .34    •f.IS  4.3 


TOTAL  KXTKIIO 


V«(u«  «f  laa  ttittj 
ratal  iMter  «f  UnlU: 


2,771.21« 
3.113.4^7 


1,433,321.47  lOO.CQ        0.1 


ObIe«tlv«:    lpK<«(  Crwa 
Nu  In  Vwrtft't    ISO         tt«rt  0«tti     U>31-M 
Irakcn:    M  M««  230-201 U-2-0- 101 
(kiton    003094723 
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CLENTOIV       „ 

PRESIDENT     "'"'"'"' 


C        O        M        M 


^     r     e     E 


November   1,    1991 


Ms.    Kiffl  Bright-Coleman 
Office  of  General  Counsel 
Federal  Election  Commission 
999   E  Street,    N.W. 
Washington,    D.   C.    20463 

Dear  Ms.    Bright-Coleman: 

ReJrf  "r;   ^°'  !'^'"^'    ^^*"°'^  Clinton's   Public   Financial  Disclosure 
ptn::'let'«e'°;;„^:'  "^  '"'"'^^  °^   ''  *^^^^^°-^  information   is  n^e^e., 

rdially  yourSji.,.^ 

Bruce  R.  Lindsey 
Campaign  Director 
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PRESIDENT 

coMMirrct 

November    13.     1991 
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VIA  FACSIMILE 


Mr.  Sid  Smlch   -*•-•   "  * 
Ofllce  of  Governnenc  Echlcs 
1201  New  York  Avenue 
Washington,  DC  20005 

Dear  Mr.  Smith: 

As  requested,  I  enclose  the  list  of  underlying  assets  of 
Value  Partners  I  Limited  Partnership,  which  is  listed  on  page  3 
of  Governor  Clinton's  Public  Financial  Disclosure  Report. 

If  you  have  additional  questions  or  need  additional  infor- 
mation, please  let  me  know. 

Cordially  yours. 


/L.  P 


BRL:mp 
Enclosures 


'Bruce  R.  Llndscy' 
Campaign  Director 
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-                   SMITH  CAHTAL  KAHACOlEaT.   IWC. 

roRTrouo  ArnuisAL 

Valu«p>ttn*rt   X 

Aoce:     »«1100 

A*  «<: 

10.31-91 

Unit              Toeal 

K«cVee        let. 

qu«nelty 

t«eurlC7 

Coat               Coat 

Prlca          Valua         Ataoca     Ylald 

COMMOS  STOClt 

A£IIT,  In«.  V«rciati 

O.SO       10.843.00 

1.03       18.3(2.30 

0.2 

IS. 000 

0.0 

49.000 

AZRTA.   Inc. 

1.93       94.343.00 

2.«     130.138.23 

1.3 

0.0 

10.90« 

A3.  rctt(hcva7« 

28.32     310,173.00 

37.73     411.473.00 

4.8 

•0.0 

t.too 

Aaeieh 

21.30     144  .-200.00 

23.73     173,100.00 

2.0 

0.0 

18.300 

IS  Artonlea 

13.37     244,730,00 

13.00    237.900.00 

2.7 

0.0 

7.200 

BHC  S«<evmr« 

4<.33     333.373.00 

38.(2     422,100.00 

4.7 

0.0 

9.&S0 

8«laaa 

13.12     I3Z.S44.1S 

14.17     143,343.73 

l.( 

0.0 

3.  ISO 

CAblcecen  Sytetai 

49.97     192.403.73 

44.37     178.343.73 

2.0 

0.0 

13.000 

C4ab«x  Corp 

11.12     144.3S2.30 

23.25     302.250.00 

3.4 

0.0 

l.SSO 

Cl*«a  fyaeea  Ina 

28.39     242.773.00 

48.(2    413.743.73 

4.7 

0.0 

26.SOO 

Coa^crenix  Cotf 

8.31     223,323.00 

9.25     243,123.00 

2.7 

0.0 

17.700 

Oollar  C«ti«cal 

K.70     293,3S2.30 

21.31    377,231.23 

4.2 

0.0 

«,700 

K  Car? 

9.73       94,373.00 

U.OO     133,800.00 

1.3 

0.0 

i.too 

llaaezonla  Aces 

29.38     238.340.80 

32.31     284.350.00 

3.2 

0.0 

4,800 

Ti»nr  o«n*r 

28,38     137.179.20 

27.17     133,800.00 

1.3 

l.( 

:0,530 

rUer-orr  Searn 

9.73     199,907.92 

21.17     449,331.23 

5.0 

0.0 

10.23     117,173.00 

10.23     117. 873. OO 

1.3 

o.c 

&,400 

R««rtl4»d  txfff 

Ik. id     108,240.00 

39.30     173,800.00 

1.9 

o.c 

10.200 

LXZ,   Xno 

U.52     137,873.00 

20.30     209,100.00 

2.3 

o.c 

U.300 

Mobil  Taltooa 

8.30     130.030.00 

10.38     1(1,(0(.23 

1.8 

o.c 

34,932 

Kocian  lC«<|an  laa. 

9. {4     338.120.00 

If. 12     3(3,283.92 

(.3 

o.c 

9.«00 

Sovseara 

14.40     138,230.00 

24.23     232,800.00 

2.8 

o.c 

KOT«ll 

38.48     234,(33.73 

31.(2     314,912.30 

3.3 

o.c 

(.000 

Rues«(  Ind 

17.72     108,344.00 

18.00     108,000.00 

1.2 

o.c 

94,600 

?C  Qtioca 

0.7«       72.327.00 

0.94       88,(87.50 

1.0 

o.c 

24,400 

?hl.lll9«o74n  K«ui«a 

13.18     321.081.30 

17.37     423,930.00 

4.8 

o.c 

10.700 

?lstactetl 

29.30     313.331.23 

41.23     441,373.00 

4.9 

o.c 

3.400 

Readae'i  Otc«se 

29.23       99,430.00 

40.17     138,975.00 

1.8 

1.: 

9.700 

Kapublla  Cjrfsua 

3.(0       34,920.00 

3.37      32,737.30 

0.^ 

0,' 

3.100 

Santoraaele  Elta 

23.00     117.300.00 

2(.30     133,130.00 

1.3 

0. 

4.300 

ShevbU  Plcta 

30.(2     131. (87. 30 

29.(2     127.387.30 

l.» 

0. 

8,000 

Sonic  Cac? 

20.98     1(7.130.00 

22.75     182.000.00 

2.0 

0. 

«.i00 

STBbol  Taoh 

20.38     134,37(.00 

28.12     172.423.00 

1.9 

0. 

7.S00 

n  Ktdtcal  Ina 

24.33     184.914.00 

3(.00     273.(00.00 

3.1 

0. 

7.100 

Teltfonoa  Da  Haxlae 

28.37     202.837.30 

43.00     303,300.00 

3.4 

0. 

11.900 

Theisaa  Halaon 

11.33     137.2(2.30 

16.94     201, 316.23 

2.3 

0. 

13.J00 

Unt  Ub 

9.78     131.(37.30 

9.11     152.093.73 

1.7 

0. 

«,100 

Unlctd  Raalcheata 

*7.93     292.344.40 

«4.00     390.400.00 

4.4 

0. 

9.900 

7alua  Hacohanea   Ina 

33.99     338,330.00 

:>.(2     332.887.30 
9.3(0,917.17 

4.0 
104.9 

a. 

7.092.243.42 

0. 

.yj  V  —  »  »  " 
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SHItR  CAPITAL  KAMACCIBir.  ZKC. 

roRxrouo  ArniAXSAi. 

VkLu«pftrtn«rt  I 
Acse:     V4U0O 
A«  of:     10<}l^n 


F  e032l6 


Unit 

Total 

Narkafe         

»<•» 

Qu«nelt7 

Security 

Coat 

Coat 

Frloa 

Valua         kMfu 

Tltld 

SHOK  nocx 

SI«ek  4  Daoktc 

U.(2 

•<4.03!.34 

14.17 

•7»,3U.30 

•0.2 

-*.700 

•:.3oo 

Broad  Ino. 

10.40 

•23,919.19 

11.00 

•41. 400.00 

•0.2 

•J.0OO_ 

Camp«<^ 

27. 9» 

•139.947.11 

21.37 

•141. 173. OO 

0.0 

•«.«00~ 

D«ll  Com^ueari 

29.20 

•191,370.00 

24.17 

•149,130.00 

0.3 

■ 

•12.700 

ZgSh««d  XiM. 

14. 0 

•113.237.30 

21.23 

•249.173.00 

•l.O 

•17.900 

Cr««e  LaIui  B«nk 

10.41 

•IK, 423.00 

9.00 

•141.100.00 

0.3 

•«.600 

HMO  Aaatle*  Ine. 

X3.19 

•17.040.00 

12.94 

•13,317.30 

0.0 

•1.300 

Ine»Uls»ne  elta  Ina 

21.30 

•70,930.00 

20.73 

•41,473.00 

0.0 

•11.000 

lUu/aan  &  Scoad  Uoa* 

12.40 

•134,393. 41 

12.17 

•Ul.423.00 

•O.l 

-2.000 

Ke0onn«U>0eu(iu 

((.U 

•132,243.11 

70.37 

•140,730.00 

•0.1 

•7,800 

qtrd.k  Of'  Sjri 

15.27 

•U«,073.00 

11.23 

•131,700.00 

•0,3 

•lO.CiOQ 

Quantum  Cot? 

10.17 

•U3.100.00 

9.11 

•102,030.00 

0.1 

•♦,?00 

tt»t««  Canealnar 

19.41 

•«3,441.j( 

22.73 

•111.473.00 

•0.2 

•«,000 

TlfJanr  k  C« 

44.71 

•2tl,3l7.3S 

44.17 

•249,230.00 

0.0 

•».400 

tra-vtUri  C«C9 

11.32 

•174.129.14 

20.34 

•193.217.30 

•0.2 

SHORT  STOCX  TOTAL 

10.17 

•: 

•17«. 023.00 

10.17 
•  3 

•174,173.00 

0.0 

;.l«<.13l.il 

:, 219, 117. 30 

_^. 

ADDED  TO  CTAHD  TOTAL 

0.00 

•123, 734. 3» 

-1.4 

HOUrt  MAWCSt 

■  TOIDS 

-7.000.00 

•7,000.00 

•0.1 

Aceruad  C7A  Taat 

0.0 

Oonaldjon  Uifkln  K^ 

0.00 

0.00 

0.0 

1.0 

Frtpald  cr\  rata 

1.412.30 

1,412.30 

0.0 

0.0 

rrapald  .>t(Bt  faaa 

44.1*0.73 

44.140.73 

0.3 

0.0 

ILH  Govt  HH 

.340.JIJ.S2 

•340,412.12 

•4.0 

•  J. 7 

ILR  KH:   WA 

0.00 

0.00 

0.0 

0.0 

9r1o(i  Had  Bank 

3,J7l.3t 

3,371.31 

•314. 331.00 

o.l 

•  3.3 

0.0 

•114,331.00 

4.3 
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SMITH  CArtTAt.  KAHACEMZHT,  IKC. 

roRTrouo  utnKiskX. 

7«lu«9aren«rt  I 
Aoae:     >«1100 
Km  o<:     10.n«9l 


miiiflfloi 

F  003217 


quanetey 


S«curtC7 


Qntt 
Coat 


to  CI  I 
Cote 


;tle« 


Kackte 

Valu* 


Pet. 
Ajf«ei    Vlaia 


TOTAL  POMTOUO 

Valu*  of  laeS  Utile; 
taeal  Humboc  of  Uolca; 
SI  she  lee. 

Tax  %: 

Seaee  Oaea: 

Sroktca: 


2,(73.191 
J,]3<.tl9 
■7l3.«3a 


4.77J.7U.4: 


1, 920, (A9. 71     lOO.O       .0.2 


Spaolal  Ctowth 
2( 

12-31. «4 

SU  Pttaa  230<201U.2.0.101 

Union    0OKO94723 
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F  803218 
Ross  &  Hahoies 

aaa  SorrtCMTw  Snracr.  N.W. 
nuceoMu  WAaMIHCTOM.  O.C  20O0e-«IO3  k 

i^Z^  202-29«-a600 


January  10,  1992 


Ks.  Kia  Bright-Colasan  -r;? 

Offlc*  of  tA«  CanaraX  Couns«l  r^  ^ 

F«d«ral  £l«crlon  CoBniscion  ^  ^> 

999  E  Street,  N.W.  s  a-. 

Washington,  DC  204S3  2  ~5o 

Ra:   Aaandad  SF-278  Tor  Prasidantlal  Candidate  %  ^'^^ 

William  J.  Clinton  =  ~G~ 

Dear  Ma.  Brigbt'-Colenan:  .^    7.>^ 

"2 
Enclosed  tor   filing  is  an  amandaent  to  Scbadule  C  of  fora         ~ 
SF-278,  the  Public  Financial  Disclosure  Report,  previously 
submitted  by  Presidential  Candidate  William  J.  Clinton. 

The  amendment  reports  two  bank  loans  that  vara  omitted  from 
the  original  filing.   Although  Govamor  and  Mrs.  Clinton  were  the 
borrowers,  the  lending  institution  disbursed  the  proceeds 
directly  to  Governor  Clinton's  1990  gubernatorial  campaign 
committee  and  the  committee  is  responsible  for  their  repayment. 

Respectfully  submitted. 


David  tfibin 

General  Counsel,  Clinton  for 
President  Committee 
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Chntoh 

FOR  PRESIDENT 


April    6,    1992 


VTA    HAKD   DELIVTOY 

Kim  L.    Bright-Coleman 
Associate  General  Counsel 
Federal   Election  Commission 
999    E  Street,    N.W. 
Washington,   DC  20463 


Re: 


Amended  SF-278  for  Presidential 
candidate  William  J.  Clinton 


Dear  Ms.  Bright-Coleman: 

Enclosed  for  filing  is  an  amendment  to  Schedule  C  of  SF-278, 
the  Public  Financial  Disclosure  Report,  previously  submitted  by 
Presidential  Candidate  William  J.  Clinton. 

The  amendment  reports  that  Governor  and  Mrs.  Clinton  are 
personal  guarantors  of  a  mortage  loan  to  Whitewater  Development 
Company,  Inc.,  a  real  estate  development  corporation  of  which  they 
are  shareholders. 


Cordially  yours 


Bruce  R.  Lindsey 
Campaign  Director 


Enclosure 


National  Camoaign  Meaoquanere  •  P  0  Boi  6>5  •  Liitle  Rock  Arkansas  72203  •  Telepnone  (50i)  372-1992  •  FAX  (501)  372-2292 
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F   003224 

STATE  OF  ARKANSAS 
OmCZ  OF  THE  COVERWOH 

UaUR»ck  nZOl 


F  i  LE 


BiUCUai. 
%XZMiU^  Cf  STA 


May  IS,    1992 


Thft  Honorable  W.    J.    •Bill"   McCuen 

Secrecary  of  Stace 

Scace  Capicol 

Liccle   Rock,    Arkansas     72201 

Dear  Bill: 

Accached  please   find  an  amended  ajid   restaced  scaceaenc  of   financial 
inceresc   for  Governor  Bill   Clincon.      This   scacemenc  replaces   tiie" 
scatemenc   filed  Janiiary  31,    1992,    and   the  amendment  thereco  filed  in 
Februar-/'  of   1992. 


ery  truly  yfu:; 


Field  T..  "ffasson,    Jr. 
Ciief  Legal   Counsel 


FlCW:pm 


320 

AMENDED  AHO  RESTATED         f    003225 

w-j.  -am-  Mccuen  STATEMENT  OF  RNANCIAL  INTEREST 

SecreUry  o<  SU(«  '  Uttt*  Roc^ 

Provid«  AUL  intormauon  or  in«licaM  *Na(  Applicable*.     (I'  maitiotat  space  a  needed,  aucn  nlornuDon  lo  mis'dacurT^.' 

SgCnON  1.  NAME  ANO  AOORESS 

Mam.  -C^^""" '^11 

A^r^.        230    Stace    Capitol    Sulldlag  Llccle    Roclt 


:|.ArtuhaaJ772oLsc 


682-2345 


isn 


Soousa's  name  . 


Cllaeoa  Hillary  Rodha: 


Al  namn  unoer  vrtucti  yau  and/or  your  spousa  M  business: 

Bill  •Cllncon.    Wllllaa   J.    Cllncon.    William    Jefferion    Cllaeoa 
Hlllarv   Itoiihaia    Cllncon.    Hlllarv    Cllneoa 


SECTION  2-  REASON  FOR  nUNG 
a  Public  Qtficiai         Gov«raor 


-5,  _     _^^  .                Presldeac 
(3  Candidate 


Q  Municipal  judge  or  city  aaomev 

(•<r>aau<| 

Q  State  Govemmenc  Agency  head,  department  director,  divisian  director. 


Q  Public  appoiotee  to  state  board  or  ccnvnission 

"SECnON  Z-  SOURCES  OP  INCOME 

List  aacn  emolcyer  and  tacl  ottter  sourca  of  inesma  (rom  wtucn  ydu.  your  soousa.  or  any  othar  person  (or  tt*  use  or  Benefit  of  ycu 
your  sQousa  recer<es  incsma.  (You  are  not  required  la  disclose  (Me  individual  items  of  i>Kome  mat  constitute  a  poroon  ot  ttie  grc 
income  q(  (n«  business  or  profession  from  which  you  or  your  spouse  denv.3  income.)     For  example:  accountants,  aflomeys. 
farmers,  contractors,  eta  do  not  nave  to  list  ineir  individual  cfients.    II  you  receive  income  exeeccinq  $1 ,000.  ffie  answer  N/A  is 
eoMet.L 

a)     Qiedc  appropriate  boic        Q    mora  than    Si  .(XIO  Q    mora  Itian  SIZJOO 

See    Accachiaeac    A  


Provide  a  bnel  descnplMn  o(  D\a  nature  of  ma  services  lor  wnicfi  liie  compensation  was  reearved  . 


b)     Check  aooroonaie  box:        Q    more  man     Sl.CXM  Q    more  man  SIZJOO 


Provide  a  bnel  descnoiion  ol  me  nature  ol  me  scnnces  'or  wnicn  me  compensaudn  was  received 
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F  003226 

<)    Oiack  aeeraonaia'aos       Q    mora  ■>•»    St.OOO  Q    mora  man  SI2J00 


Provid*  a  Bnal  dncnptan  o<  ttm  nsiur*  a<  Sm  samcas  tor  wnien  ffia  eompansabon  was  racawad 


SECTION  4.     BUSINESS  OR  HOLDINGS 

List  Ilia  nama  o<  avary  Busaiass  in  wnien  you.  your  soousa  or  any  amar  person  (or  ma  usa  or  banafil  o(  you  or  your  scousa  nava  an 
irtvasvnani  or  figlding.  '  IndiviOual  stock  holdings  snoiid  ea  dadosad.  Figuras  inoiM  ba  Basad  on  lav  martat  vama  ai  data  oi  suiamani- 

al     Oiack  aooropnat*  Mc       Q    mora  man    tl.OOO  Q    mora  man  112^00 


b)     Qtack  aeoroenaia  boc       Q    mora  man    St.OOO  Q    mora  man  SI2J00 


SECTION  S-  0FF1CS  OW  OIRECTORSHIP 

List  avary  offiea  or  diracorstvo  (MM  by  you  or  your  soousa  m  any  ftiriiriass.  cerporatien.  Inn  or  aruamrisa  tUbfta  la  jwiatfebon  «l  a 
raqulatoiy  agancy  of  ma  Slata.  or  o(  airy  o(  its  pofilical  suOdMsions. 
.)  Sc«    Accachaanc    C 
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F  003227 
sgcnoN  «.  cweofTORs 

U«  aacn  craMor  w  w««xii  «•  vaiu«  o<  i««  atousand  do*an  (SS.OOO)  or  mora  mat  panonaiy  oocd  at  pOTionaay  oOligaiM  and  m  ~u 
•utManamq.  (Thu  ae«i  not  xoud*  deOa  dwed  W  muifiotti  dt  ydur  (anWy  df  Idana  mad«  «  m«  dfdMaiy  cduna  d«  buSM«u  by  mim' 
a  (naneiai  msMuddn  w  a  p«rMn  rrriw  requtaity  and  customanty  nidnds  crcdM.) 

al     H/A  


SECTION  Tg  GUAHA^<TOR.  CQ-MAKEH 

ist  cacti  guarantdr  < 
nandtd  and  ralinai 

ai  H/A 


Ust  cacti  guarantdr  or  eo-mahcr  wfld  has  guannccd  a  dett  d(  ydws  dial  is  sul  duistandmg.  (This  indudcs  dcdt  guanntdrs  ansmg  or 
•nandcd  and  rcfinanctd  after  Jan.  1.  1989.  Uamdcrs  d<  your  (anuty  whd  arc  your  guaranurs  arc  not  rcquvcd  td  ac  disetdscd.) 


secnoN  SHIFTS 

Ust  m*  source  data  and  dcscrioiidn  of  cadi  gift  d(  mor*  man  $100  r<caiv«d  by  ydu  or  your  spdusa.  A  'gift*  is  defined  as  'any  pay- 
mam.  antcrtairwiant.  advancs.  scrvicds  dr  anytnaig  d(  value  unless  considaraaon  ol  equal  or  greater  value  has  Be  given  oierelor'. 

A  gift  does  not  include  (1)  intormational  material.  (2]  trie  giving  or  receiving  of  food,  lodging  dr  travel  wnieti  bean  a  rcUbdnshia  lo  ine 
miblie  servant's  offica  and  wnen  aooeahng  in  an  dlficiai  caoacify.  (3)  gifts  whaOi  are  not  used  and  relumed  to  ddnor  vnitiin  30  days. 
(3)  gifts  Irom  a  (amiiy  memeer,  unless  Itie  gtvw  is  aettfig  as  agent  or  imcrmediary  (or  any  person  not  covered  by  iKs  paragrapn,  (51 
campaign  csntiibutions.  (6)  any  dr/ise  dr  inheritance. 

a)  See    Aceachmenc    D 


SeCTTQN  9-  NONGOVERNMeNTAL  SOURCES  OF  PAYME^^• 

Ust  each  nongovernmental  source  of  payment  of  your  encnses  (or  food,  locqmg  or  travel  which  bears  a  reiationsnm  lo  your  oWiee  «"«■ 
you  appear  m  your  oKidai  caoaaiy  wnen  in«  expenses  incurred  exceed  SISO. 

See    Aetachinene    E  


323 


SECnoN  10-  omecT  BgcuLATtow  qp  ausrwess  ^  003228 

UK  any  Ousmass  wtaatjt  undar  ana  riji^MOH  or  subfad  M  tfraa  eomral  by  Om  gooammanul  body  «fi«fi  you  sa>v«  ««  , 
•iwfl^oys  you* 

•I  V/* . 


SECTTON  n-  SALES  TO  GOVERNMENTAL  BODY 

List  tn«  goo«tt.ar  sarMccs  soU  navmq  a  loU  anmH  vMm  «  aacass  o<  $1,000  soM  lo  a«a  geoannnanm  body  lor  «n«n  you 
sarva.  and  iha'comoansaoan  oaid  lor  aaca  r ■! ijnri  ol  goods  or  saracas  by  you  or  any  busatass  «  »<»cn  you  or  your  soousa  a'an 
officar.  diraeor.  sloOcAoidar  »w«nq  nor*  tan  10%  ct  Via  xnck. 


Lagal    Services 


WorVcers    Coapeasacloa    Coaalsslon 


S4.227 


(Theac  fees  hava  baen  recalved  by  che  Roaa  Lav  Flra.  aillary 
Cllncon  l5  a  parcaer  ac  the  flra.  bue  aha  recalvaa  no  porctoa 
of  the  feea  oald  bT  any  Arkansas  state  a^cocy  co  cha  f  Ir-a.  ) 


^ECnON  12-  SIGNATURE 
I  certify  under  penalty  Ol  pequry  that  Itie  adow«  intonnation  is  tme  and  correcL 


/jVAA    C>^u<>^t^Ly^ 


STATE  OF  ARKANSAS 
COUNTY  OF    -H-»^Va5>  »C.i 


My  corrunission  expires:  J<-  II  -  rXOOl 


Pag«  '• 
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ATTACHMEKT  A 


SgCTTOM    3    -    SOURCSS   OF    TWCOME 

List  each  employer  and  each  other  source  of  income  from  which  you, 
your  spouse,  or  any  other  person  for  the  use  or  benefit  of  you  or 
your  spouse  receives  income.  (You  are  not  required  to  disclose  the 
individual  items  of  income  that  constitute  a  portion  of  the  gross 
income  of  the  business  or  profession  from  which  you  or  your  spouse 
derives  income.)  For  example:  accountants,  attorneys,  farmers, 
contractors,  etc.  do  not  have  to  list  their  individual  clients.  If 
you  receive  income  exceeding  $1,000,  the  answer  N/A  is  not  correct. 


a) 


Checlc  appropriate  box: 

more  than  $1,000 

State  of  Arkansas 
Little  Rock,  AR 
Bill  Clinton 

Salary 


X  more  than  $12,500 


b) 


Check  appropriate  box: 

more  than  $1,000 

Rose  Law  Firm 
Little  Rock,  AR 
Hillary  Clinton 

Salary 


more  than  $12,500 


Check  appropriate  box: 

c)    more  than  $1,000 

Wal-Mart 
Bentonville,  AR 
Hillary  Clinton 

Service  on  Board  of  Directors 


X  more  than  $12,500 


Check  appropriate  box: 
d)  ■    X  more  than  $1,000     more  than  $12,500 


TCBY 

Little  Rock,  AR 

Hillary  Clinton 

Service  on  Board  of  Directors 


P«9« 
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Checic  appropriate  box: 
e)    more  than  Si, 000      x  more  than  $12,500 


Lafarge  Corporation 
Reston,  VA 
Hillary  Clinton 

Service  on  Board  of  Directors 


ChecJc  appropriate  box: 
^  f)     X  more  than  51,000     more  than  512,500 


Public/Private  Ventures 
Philadelphia,  PA 
Hillary  Clinton 

Service  on  Board  of  Directors 


Check  appropriate  box: 

g)     X  — —^ih— >  51,000     more  than  512,500 

American  Association  of  School  Administrators 
Arlington,  VA 
Bill  Clinton' 


Speech  Honorarium 


ChecX  appropriate  box: 
h)     X  more  than  51,000     more  than  512,500 


American  Bar  Association 
Chicago,  XL 
Bill  Clinton 

Speech  Honorarium 


Check  appropriate  box: 
i)     X  more  than  51,000     more  than  512,500 


Chautauqua  Institution 
Chautauqua ,  KY 
Bill  Clinton 

Speech  Honorarium 


Page  6 
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Chec)c  appropriate  box: 
j)     X  more  than  $1,000 


sore  than  $12,500 


Delta  State  Universtiy  Foundation,  Inc. 
Cleveland,  MS 
Hillary  Clinton 

Speech  Honorarium 


Checlc  appropriate  box: 

)c)  '    X  more  than  $1,000 

Chautauqua  Institution 
Chautauqua ,  KY 
Hillary  Clinton 

Speech  Honorarium 


more  than  $12,500 


Check  appropriate  box: 

1)     X  more  than  $1,000 

Tvin  City  Bank 

North  Little  Rock,  AR 

Hillary  Clinton 

Interest 


more  than  $12,500 


m) 


Check  appropriate  box: 
X  more  than  $1,000 


more  than  $12,500 


Union  National  Bank 

Little  Rock,  AR 

Bill  Clinton  and  Hillary  Clinton 

Interest 


Check  appropriate  box: 
n)     X  more  than  $1,000 


more  than  $12,500 


Worthen  Bank 

Little  Rock,  AR 

Bill  Clinton  and  Hillary  Clinton 

Interest 
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Clieclc  appropriate  box: 

o)     X  Bore  than  $1,000     more  than  $12,500 

ValuePartners  I 
Little  Rock,  AR 
Hillary  Clinton 

Interest 

ChecJc  appropriate  box:  '  ~ 

p).    X  more  than  $1,000     aore  than  $12,500 

Cortland  Municipal  Honey  Market  Fund 
New  York,  NY 
Hillary  Clinton 

Interest 

Check  appropriate  box: 

q)     x  more  than  $1,000     more  than  $12,500 

Texeirkana  Public  Waterworks  Millwood  Lakes  Bond 
Texarkana ,  AR 
Hillary  Clinton 

Interest 

Check  appropriate  box: 

r)     X  more  than  $1,000     more  than  $12,500 

Pulaski  County  Health  St.  Vincent  Bond 
Little  Rock,  AR 
Hillairy  Clinton 

Interest 

Check  appropriate  box:  " 

s)     X  more  than  $1,000     more  than  $12,500 

Fidelity  ST-TRM  Government  Fund 

Boston,  HA 

Bill  Clinton  and  Hillary  Clinton  each  have  separate 

investments  in  this  fund 

Interest 


Pjoe  e 
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Oiec^  appropriate  box: 

t)     X  more  than  $1,000     more  than  §12,500 

Rose  Lav  Firm  Profit  Sharing  Plan 
Little  Roc3c,  AR 
Hillary  Clinton 

Interest 
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ATTACHMENT  B 

SECTTOW  4  -  BUSINESS  OR  HOLDINGS 

List  the  name  of  every  business  in  which  you,  your  spouse  or  any 
other  person  for  the  use  or  benefit  of  you  or  your  spouse  have  an 
investment  or  holding.  Individual  stock  holdings  should  be 
disclosed.  Figures  should  be  based  on  fair  market  value  at  date 
of  statement. 

Check  appropriate  box:  '  ~ 

-  a)  '  more  than  $1,000      x  more  than  $12,500 

Liz  Claiborne 
New  York,  NY 
Hilliury  Clinton 


Check  appropriate  Dox: 

b)   more  than  $1,000 

Wal-Mart 

Bent onvi lie,  AR 

Hillairy  Clinton 


more  th2m  $12,500 


Check  appropriate  box: 

c)    x  more  than  $1,000 

TCBY 

Little  Rock,  AR 

Hillary  Clinton 


more  than  $12,500 


Check  appropriate  box: 
d)   more  than  $1,000 


more  than  $12,500 


Cortland  Municipal  Money  Market  F\ind 
Mew  York,  NY 
Hillary  Clinton 


Check  appropriate  box: 

e)-.    X  more  than  $1,000 

GT  Pacific  Growth  Fund 
San  Francisco,  CA 
Hillary  Clinton 


more  than  $12,500 


pape  10 
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Ctiecic   appropriate   box: 

f)  X     more  than   $1,000  more  than   $12,500 

Southern  Development  Bancorporation* 
Arkadelphia,    AR 
Hillary  Clinton 

•  This  liscing  represents  director-qualifying  sharea  of  ttoclc  in 
Southern  Oeveiopment  Bancorporation  and  is  being  reported  in  the 
interest  at  full  disclosure  even  though  the  stock  has  no  market 
value.  The  shares  have  a  par  value  exceeding  $1,000  but  no  real 
value  because  they  cannot  be  sold  or  otherwise  tranef erred  to  a 
third  party. 

Checic  appropriate   box:  ~~ 

g)        more  than   $1,000  x     more  than   $12,500 

ValuePartners  I 
Little  Rock,  AR 
Hillary  Clinton 

Chec)t  appropriate  box: 

h)        more  than  $1,000  x     more  than   $12,500 

^,         Rose  Building  Limited  Partnership 
Little   Rock,    AR 
Hillary  Clinton 

ChecJc  appropriate   box: 

i)        more  than   $1,000  x     more  than  $12,500 

Fidelity  US  Government  Income  Fund* 

Boston,    HA 

Hillary  Clinton  and  Bill  Clinton  each  have  separate 

investments  in  this  fund 

•  Investment  transferred  from  Fidelity  ST-THM  Covematent  Fund  in  the 
second  half  of  1991. 

Check  appropriate  box: 

j)..    X  more  than  $1,000     more  than  $12,500 

Schwab  CEF  Tax  Exempt  Fund 
Little  Rock,  AR 
Hillary  Clinton 


Paoe  '-'• 
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Ch«c)c  appropriate  box: 
k)    more  than  $1,000      x  more  than  $12,500 


Rose  Lav  Fim  Profit  Sharing  Plan 
Little  Rock,  AR 
Hillary  Clinton 
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ATTACHMENT  C 

Sgetion  S   -   Office  or  Oirectorship 

List  every  office  or  directorship  held  by  you  or  your  spouse  in  any 
business,  corporation,  firm  or  enterprise  subject  to  jurisdiction 
of  a  regulatory  agency  of  this  State,  or  of  any  of  its  political 
subdivisions. 

a)  Southern  Development  Bancorporation 
Arkadelphia,  AR 

Board  of  Directors 
r    •  Hillary  Clinton 

b)  Wal-Mart* 
Bentonville,  AR 
Board  of  Directors 
Hillary  Clinton 

c)  TCBY* 

Little  Rock,  AR 
Board  of  Directors 
Hillary  Clinton 

d)  Arkansas  Children's  Hospital 
Little  Rock,  AR 

Board  of  Directors 
*'   Hillary  Clinton 

e)  New  Futures  for  Little  Rock  Youth 
Little  Rock,  AR 

Board  of  Directors 
Hillary  Clinton 


As  of  the  date  of  the  filing  of  this  amended  and  restated 
form,  Hillary  Clinton  no  longer  serves  on  the  Wal-Mart  and 
TCBY  boards. 


pio*  x^ 
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«^CTIOW    8    -    GTTTS 


List  the  source,  date  and  description  of  each  gift  of  more  than 
SI  00  received  by  you  or  your  spouse.   A  "gift"  is  defined  as  "anv 
payment,  entertainment,  advance,  services  or  anything  of  value 
unless  consideration  of  equal  or  greater  value  has  been  given 
therefor." 

A  gift  does  not  include  (1)  informational  material,  (2)  the  givinc 
or  receiving  of  food,  lodging  or  travel  which  bears  a  relationshi: 
to  the  public  servant's  office  and  when  appearing  in  an  official 
capacity,  (3)  gifts  which  are  not  used  and  returned  to  the  donor 
^ithin  30  days,  (4)  gifts  from  a  family  member,  unless  the  giver 
is  acting  as  agent  or  intermediary  for  any  person  not  covered  by 
this  paragraph,  (5)  campaign  contributions,  (6)  any  devise  or 
inheritance. 

a)  Chuck  Carroll 
July  1991 
Suit  euid  ties 

b)  Lare  Gundlack 
May  1991 
purse 

c)  Mr.  and  Mrs.  Joe  Edd  Hawkins 
^-       June  1991 

Donation  to  WOVEN  Teaching  Ministries 

d)  David  Jones 
June  1991 
jacket 

e)  Wayne  Woods 
May  1991 
Arkansas  books 

f)  Liz  Robbins 
December  1991 
Porcelain 

g)  C.  B.  and  Ann  Miller 
December  1991 

Donation  to  Oklaihoma  Medical  Research  Foundation 

h)    Patti  and  Dick  Upton  and  Sandra  Home 
December  1991 
Una  and  Aromatique  products 

i)    Perry  Kinder 
December  1991 
Donation  to  "Operation  Santa  Claus" 
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j)   The  Communications  Group,  Inc. 
December  1991 
Donation  to  Union  Rescue  Mission 

k)   Dr.  Ben  and  Betty.  Sal zaan 
December  1991 
Contribution  to  the  Rotary  Foundation 

1}   Arkansas  Farm  Bureau 
December  1991 
fruit  baskets 

m}   Arkansas  Electric  Co-Op 
December  1991 
fruit  baskets 

n)    Bill  and  Lee  Humble 
December  1991 
ties 

o)  Woody  Futrell 
December  1991 
savings  bond 

p)    Danny  Thomason 
December  1991 
eyeglasses  and  contact  lenses 

q)    Governor's  Staff  and  Cabinet 
December  1991 
Gift  certificate 

r)    Oaklawn 

January  1991. 

Box  and  3  parking  passes  to  Oaklawn 

s)    University  of  Arkansas,  Fayetteville 
August  1991 
6  tickets  to  home  football  games 

t)    Arkansas  State  University 
August  1991 
Tickets  to  home  football  games 

u)    Phil  Lader 

Hilton  Head,  SC 

December  1991 

Lodging:   Renaissance  Weekend 

Lodging  for  First  Lady 

v)    Rockefeller  Foundation 
Little  Rock,  AR 
February  19,  1991 

Transportation;   To  Los  Angeles,  CA 
Transportation  for  First  Lady 
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w)    Smiley  Inveataent  Company 
Little  Rock,  XR 
February  19,  1991 

Overnight  Lodging:   Loa  Angeles,  CA 
Lodging  for  First  Lady 

x)    Rockefeller  Foundation 
Little  Rock,  AR 
February  20,  1991 

Transportation:   Los  Angeles,  CA  to  Little  Rock,  ar. 
Transportation  for  First  Lady 


y)    Wal-Mart  Stores,  Inc. 
Eentonville,  AR 
February  27,  1991 
Transportation:   To  Rogers,  AR 
Transportation  for  First  Lady 


=)    Wal-Mart  Stores,  Inc. 
Eentonville,  AR. 
Marcel  6,  1991 

Transportation:   To  Rogers,  AR 
Transportation  for  First  Lady 


aa)    Wal-Mart  Stores,  Inc. 
Eentonville,  AR, 
March  7,  1991 

Transportation:   Rogers,  AR  to  Little  Rock,  AR 
Transportation  for  First  Lady 


bb)    Jim  Blair,  CentraJ.  Flying  Service  Charter 
Little  Rock,  AR 
April  12,  1991 

Transportation:   To  Fayetteville,  AR 
Transportation  for  First  Lady 


cc)    Harry  &  Linda  Bloodworth-Thomason 
Bur bank,  CA 
April  19,  1991 

Transportation:   Washington,  DC  to  New  York 
Transportation  for  First  Lady 


dd)    Harry  &  Linda  Bloodworth-Thomason 
Burbank,  CA 
April  20,  1991 

Transportation:   New  York  to  Little  Rock,  AR 
Transportation  for  First  Lady 


Page  16 
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e«)    Stephens,  Inc. 
Little  Rock,  AR 
May  20,  ISgi 

Transportation:   To  Hot  Springs,  AR 
Transportation  for  First  Lady 


ff)    Aroma tique.  Inc. 
Heber  Springs,  AR 
June  3,  1991 

Transportation  &  Lodging:   Kew  York,  NY 
Transportation  &   Lodging  for  First  Lady 


gg)    Wal-Mart  Stores,  Inc. 
Bentonville,  AR 
June  6,  1991 

Transportation:   To  Bentonville,  AR 
Transportation  for  First  Lady 
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S«^gricn  9  -  VoncQverrjuenral  Sources  og  Pavroene 

List  each  nongovemmencal  source  ot   payment  oC  your  expenaea  Cor 
food,  lodging  or  cravel  which  bears  a  relationship  to  your  office 
when  you  appear  in  your  official  capacity  when  the  expenses 
incurred  exceed  $150. 


Piggott  State  Bank 

Piggott,  AR 

January  2,  1991 

Airplane:   Jonesboro,  AR  for  funeral 

Spirit  Manufacturing  Coiroany 

Jonesboro,  AR 

Jeinuary  4,  1991 

Airplane:   Eope,  AR  for  funeral 

Earold  Ives  TracJcing  Company 

Stuttgart,  AR 

February  28,  1991 

Airplane:   Paris,  AR  for  funeral 

,  Democratic  Leadership  Council 

Washington,  DC 

March  10,  1991 
> Transportation  &  Lodging:  Democratic  Dinner  ia  Michigan 

,  Democratic  Leadership  Council 
Washington,  DC 
April  8,  1991 
Transportation  &  Lodging:  .  New  York  City,  NY  for  DLC  dinner 

.  Richard  Smith 
Stephens,  AR 
April  10,  1991 
Airplane:   Stephens,  AR  for  Economic  Development  meeting 

.  Democratic  Leadership  Council 
Washington,  DC 
April  11-13,  1991 

Trsmsportation  &  Lodging:   Oregon,  Colorado,  Wyoming  & 
California  for  DLC  meetings 

.  Education  First 
Los  Angeles,  CA 
April  12-14,  1991 
Lodging:   California  Education  Speech 


Paf^e  18 
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9 .   Walton  Encerprlses 
Benconville,    AR 
April   16,    1991 
Airplane:      Rogers,    AR  for  Economic  Developmenc  meecing 

10 .  Harold  Ives  Trucking  Connany 
Stuctgarc,    AR 

April   21,    1991 

Airplane:  Bacon  Rouge,  LA  for  meeting 

11.  Democratic  Leadership  Council 
Washincton,  DC 

-   April  23,  1991 

Transportation  &  Lodging:   Dallas,  TX  &  Ohio  for  DLC  meetincs 

12.  Flying  Star,  Inc. 
Little  Roc-»c,  AR 
April  26,  1991 

Airplane:   West  Mearohis,  Pine  Bluff  &  Lake  Village,  AR  for 
meeting  &   funeral 

13.  University  of  Utah 
Salt  Lake  City,  Utah 
May  3,  1991 

Transportation  &  Lodging:  Speech'  for  Scoct  Matheson  Institute 

14 . vDeaocratic  Leadership  Covmcil 
Washington,  DC 
May  4-7,  1991 
Transportation  &.  Lodging:  Washington,  DC  &  Ohio  for  DLC 

meetings 

15.  Winrock  International 
Morrilton,  AR 

May  9,  1991 

Airplane:   Petit  Jesm  Mountain  for  a  dedication  (was  unable  tc 

complete  trip  due  to  bad  weather) 

16.  Harvard  University 
Cambridge ,  MA 

May  13,  1991 

Transportation:   Cambridge,  MA  for  JFK  School  of  Government 

Forum 

17.  Jim  Stamps,  International' Air,  and  Charlie  Fore 
Russellville,  AR 

May  18,  1991 
•  Airplane:   Eaton  Rouge,  LA  for  Louisiana  State  Democratic 
Convention  and  to  Russellville,  AR  for  ATU  Graduation 
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18 .  Hycrol  Conveyor 
Joneaboro,  AR 
June  1.  1991 

Airplane:   Jonesboro,  AR  for  hospital  dedication  &  to  Waco,  TX 
for  Speech  to  LULAC  Convention 

19 .  Earold  Ive3  Trucking  Cotnpauiy 
Stuttgart,  AR 

June  4,  1991 

Airplane:   Fort  Smith,  AR  for  meeting  on  Fort  Chaffee 

20.  American  Friends  of  Bilderberg 
New  York,  NY 

r  June  5-6,  1991 

Transportation  &  Lodging:   Germany  for  Bilderberg  Meeting 

21.  Entergy  Corporation 
New  Orleans,  LA 
June  12,  1991 

Airplane:   Hot  Springs  &  Conway,  AR  for  speeches 

22.  Democratic  Party  of  Wisconsin 
Milwau.kee ,  WI 

June  IS,  1991 

Transportation  &  Lodging:   Wisconsin  for  speech  to  Wisconsin 

Democrats 

23 .  Mozark  Productions 
^urbank,  California 
June  22,  1991 

Airplane:   Aspen,  CO  to  Los  Angeles,  CA  for  Coalition  for 
Democratic  Values 

24.  Chrysler  Corp.  pl<ine  leased  to  Ambassador  Bandar  bin  Sultan 
Washington,  DC 

June  23,  19S1 

Airplane:   Aspen,  CO  to  Little  Rock,  AR 

25.  Chautauqua  Institution 
Chautauqua,  NY 

June  26-28 

Transportation  &  Lodging:   Chautauqua,  NY  for  speech 

26.  Rog  Rogers,  Jr. 
Batesville,  AR 
June  30,  1991 

Airplane:   Fort  Smith,  AR  for  God  &  Country  Rally 


Px^   20 
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27.  Democracic  Leadership  Council 
Washington,  DC 
July  12,  1991 

Tranapcrcacion:  Chicago,  IL  for  Democracic  Leadership  Council 
meacings 

23.  Democracic  Leadership  Council 
Washinccon,  DC 
July  17,  1991 

Transporcacion:  New  York,  NY  for  Democracic  Leadership 
Council  meetings 

29 . . Porcland  Maine  Democracic  CiCy  Commiccee  donors 

~   Foreland,  ME 
•   July  21,  1991 

Transporcacion:   Porcland,  ME 

30.  Kencuc.'cy  Democracic  Parcy 
Frankforc,  Kencucky 

July  27,  1991 

Transporcacion  &   Lodging:   KencucJcy  Democracic  Dinner 

31.  American  Associacion  of  School  Adminiscracors 
Arlingccn,  VA 

July  30,  1991 

Transporcacion  &  Lodging:   For  speech 

3 2. ^Democracic  Leadership  Council 
Washingcon,  DC 
July  30-Augusc  1,  1991 

Transporcacion:  California  for  Democracic  Leadership  Council 
meetings 

33.  Democracic  Nacional  Commiccee 
Washingcon,  DC 

Augusc'l,  1991 

Transporcacion  &  Misc.  Travel  Expenses:   Peeble  Beach,  CA  Co 

San  Francisco,  CA  for  Democracic  Business  Coxincil  meecing 

34.  Democracic  Leadership  Coxincil 
Washingcon,  DC 
Augusc'4-S,  1991 

Transporcacion  6  Lodging:   Boston,  MA  &  New  Ean^shire  for 
Democracic  Leadership  Council  meecings 

35.  Mississippi  Democratic  Party 
Jackson,  MS 

August  10,  1991 

Airplane:   Jackson,  MS  for  Mississippi  Democratic  Party  dinne: 


e«3«2i 
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26.   Stephens,  Inc. 
Liccle  RocJc,  AR 
Augusc  12,  1991 
Airplane:  Aclanca,  GA  for  American  Bar  Aasociacicn  apeeci 

37.  Stephens,  Inc. 
Liccle  RocJc,  AR 
Augusc  14,  1991 

Airplane:   Birau-ngham,  AL  for  Southern  Christian  Leadership 
Conference 

38.  Wal-Marc  Aviacion 
Benconville,  AR 

;   Sepcember  S,  1991 

Airplane:  Rogers,  AR  for  reception 

39.  Illinois  Democratic  Party 
Chicago ,  IL 

Sepcemcer  7,  1991 

Airplane:  Carhondale ,  IL  for  Illinois  Democratic  dinner 

40.  Georgia  Association  of  State  Democratic  Chairmen 
Atlanta,  GA 

September  14,  1991 

Transportation:   Richard  B.  Russell  Dinner 

41.  Stanford  Alumni  Association 
Stanford,  CA 

September  30,  1991 

Transportation  &  Lodging:   Stanford  Centennial  speech 

In  addition,  transportation  and  lodging  has  been  provided  by  the 
Bill  Clinton  Exploratory  Committee  and  by  the  Bill  Clinton 
Presidential  Campaign  Committee. 
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HEADLINE:  Short-seller  boosted  first  lady's  portfolio 
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BODY: 

If  Hillary  Rodham  Clinton  has  a  few  more  bucks  than  in  the  late  '90b,    she 
owes  a  thank  you  to  David  Hines,  a  Southerner  who  has  a  keen,  consistent  eye  for 
spotting  overpriced  stocks. 

Hines,  whose  name  has  not  surfaced  before  as  a  money  maker  for  Clinton, 
helped  mamage  part  of  her  assets  in  the  late  'SOs  and  very  early  '90s.  Some  pros 
tell  me  that  thanks  largely  to  his  prowess  as  a  short-seller  -  a  bettor  on  lower 
stock  prices  -  she  turned  in  some  sparkling  gains,  especially  in  '89  and  '90. 

At  that  time,  Hines  was  a  key  portfolio  manager  at  a  Little  Rock  investment 
-m.  In  fact,  the  intense,  fast -talking  Hines'  name  was  on  the  door: 
.  xth-Hines  Investment  Management  (now  Smith  Capital  Management) .  Clinton  had 
put  $  50,000  to  $  100,000  in  Value  Partners,  a  partnership  run  by  the  firm. 

Her  assets  swelled  as  Hines  helped  rack  up  hefty  gains  for  Value  Partners  - 
37%  in  '89  and  46%  in  '91.  Among  the  winning  short  sales  that  helped  spark  such 
increases,  according  to  Hines:  USG,  Shorewood  Packaging,  Software  Publishing, 
Southeast  Banking  and  KnowledgeWare . 

Rowland  Smith,  vice  president  of  Smith  Capital  Management,  confirms  Hines 
made  a  major  contribution.  'He  was  very  instrumental  in  those  '89  amd  '90  gains. 
He's  an  impressive,  knowledgeable  guy  and  especially  good  at  selling  short." 

Hines,  36,  left  Smith-Hines  in  September  '91  to  start  Hines  Management. 
Located  in  Conway,  Ark.,  35  miles  from  Little  Rock,  it  has  $  15  million  of 
assets.  Its  focus  is  short  selling,  though  it  also  buys  stocks. 

The  Clintons'  investments  were  disclosed  a  month  ago  in  federal  filings.  At 
no  point  did  the  first  lady  help  pick  stocks  Value  Partners  bought  or  sold  short 
or  discuss  them  with  the  firm.  Her  holdings  have  been  placed  in  a  blind  trust  to 
avoid  questions  concerning  her  financial  dealings.  Hines  doesn't  manage  any  of 
her  assets  now. 

Hines,  who  chatted  with  Clinton  on  several  occasions  when  her  husband  was 
governor  of  Arkansas,  describes  her  as  "astute,  businesslike  and  a  real  sharp 
'■~okie.  I'd  also  say  she's  well  qualified  to  be  president." 

Did  he  vote  for  Bill?  Hines  is  quick  to  say:  "I  won't  answer  that." 
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Aa  a  ahort-aaller  -  a  ria)cy  atrategy  -  Blnaa  trailed  tha  market  in  '92, 
tting  a  3.5%  gain  va.  a  7.6%  total  return  for  the  SfcP  500  index.  But  ha  baat 
w.,a  average  ahort-seller  (doi<n  4%).  This  year,  he's  running  rings  around  both 
with  a  gain  of  raore  than  30%.  The  S&F  500  this  year  is  up  less  than  4%, 
including  dividends,  and  the  average  short  this  year  ia  about  flat. 

Among  his  big  '93  hits  on  the  short  side:  Eagle  Hardware,  MIC  Electronic, 
VideOcart,  Inmiune  Response,  McAfee  Associates  and  KnowledgeHare . 

Where  will  the  market  be  in  six  months?  No  ans%«er.  'I  don't  try  to  guesa 
where  the  market  will  go;  I  try  to  guess  where  stocks  will  go.'  Still,  he's  not 
excited  about  buying  stoclca.   'We're  late  in  the  bull  market,'  he  says.  His 
reaaoning : 

-  Rich  stock  valuationa,  aa  meas\ired  by  fundamental  values  (such  as 
price-earnings  multiples,  book  values  and  dividend  yields) . 

-  Big  public  buying  of  stock  mutual  funds,  a  contrary  indicator. 

-  A  continuing  high  level  of  company  stock  offerings,  which  generally 
coincides  with  market  tops. 

nines  tracks  200  stocks  daily,  mostly  on  NASDAQ.  In  short  selling,  he  won't 
make  a  bet  until  he  sees  an  event  taking  place  within  three  months  -  some  sort 
of  news  that'll  knock  the  stock  price  down.  That  would  include  an  unfavorable 
earnings  announcement,  news  of  a  product  delay  or  a  disclosure  from  a  rival  that 

lid  signal  more  competition. 

■To  short  without  an  event  is  insanity,'  he  says.  'A  company  that  has  poor 
fundamentals  can  double  or  triple  before  you're  proved  right.' 

That's  not  as  easy  as  it  sounds.  Earlier  this  year  Hines  rolled  craps  when  he 
sold  short  some  riverboat-gambling  stocks.  The  event  he  looked  for:  that 
investors  would  recognize  the  low  quality  of  earnings  because  of  such  practices 
as  capitalizing  expenses  and  low-balling  estimated  tax  liabilities.  But  it  never 
happened.  Mania  for  the  group  is  such  that  no  one  cared.  'I  shorted  too  soon  and 
it  cost  me , '  he  says . 

A  big  reservoir  of  information  for  Hines  is  c[uarterly  corporate  filings  with 
the  Securities  and  Exchange  Commission  in  connection  with  their  earnings 
reports.  'I  try  to  get  them  first  or  as  eiurly  as  I  cem  to  see  if  there  are  any 
problems , "  he  says . 

One  top  short  -  see  charts  for  favorite  shorts  and  buys  -  is  Jan  Bell 
Marketing.  Until  recently  it  was  a  jewelry  distributor  that  got  60V  of  its 
revenue  from  Sam's  Wholesale  Clubs  (owned  by  Wal-Mart)  and  20%  from  Pace 
Warehouse .  But  no  more . 

Jan  Bell  has  announced  it's  switching  from  being  a  distributor  at  Sam's  to 
operating  leased  jewelry  departments  at  the  chain.  As  part  of  the  shift,  Jan 
Bell  will  buy  more  than  S  77  million  worth  of  its  inventory  from  Sam's  and  hire 
1  200  more  workers. 

Troubling  Hines  is  that  he  sees  profit  margins  will  not  be  as  large  as  in  tha 
past.  In  fact,  the  company  said  just  that  in  a  recent  quarterly  filing  with 
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the  SEC.  What' a  more,  now  that  it's  more  of  a  retailer  than  a.  distributor,  Iliaaa 

'.nta  out  that  Jan  Bell  will  Incur  Inventory  risk.  In  the  past,  the  goods  It 
..^pped  to  Sam's  were  counted  as  revenue. 

nines  says  It's  unclear  how  Jan  Bell  will  fund  a  $  77  million  merchandise 
buybaclc.  It  could  do  a  stoclc  offering  or  take  some  other  action  that  could 
dilute  per-share  earnings,  he  says.  He  also  feels  its  conversion  from  chiefly  a 
distributor  to  a  ret2d.ler  could  be  much  more  costly  than  Wall  Street  expects. 

■This  jewelry  company  is  no  gem,"  Hines  says. 

What's  Jan  Bell  got  to  say?  I  left  several  messages  for  CEO  Alan  Lipton,  but 
he  never  called  back.  The  public-relations  department  also  failed  to  respond  to 
several  calls. 

Hines'  top  buy,  though  not  his  biggest  projected  winner,  is  Marcum  Natural 
Gas.  It  makes  state-of-the-art  dispensing  and  control  equipment  for  alternative 
fuels,  such  as  natural  gas.  Though  a  money- loser  now,  it  should  be  a  major 
beneficiary  of  a  big  swing  to  natural  gas,  Hines  says. 

How  does  he  relax?  'I  work;  I  love  it!"  Hines,  father  of  three,  then  caught 
himself,  saying  he  also  coaches  a  Little  League  baseball  team  that's  playing 
less  than  .500  ball.  "It's  a  rebuilding  process,"  he  says.  'I'm  going  to  turn  it 
around  -  just  like  I  did  with  my  firm. " 

Hines'  top  shorts... 

Money  manager  Oavid  Hines  lists  his  favorite  short  sales  and  stock  buys  for 
the  next  12  months: 

Company 

Hondo  Oil  &  Gas 

Tristar 

Columbia  Gas  System 

Alaska  Air  Group 

Jan  Bell  Marketing 

Sci Clone  Pharmac . 

Interactive  Network 

MTC  Electronic  Tech. 

Source:  Hines  Management 

. . . and  his  top  buys 

Company 

Interactive  Medical 
Home  Shopping  Network 
Pizza  Inn 
Marcum  Natural  Gas 


Thurs. 

52 -week 

12- 

-mo. 

Pet. 

close 

high/ low 

target 

change 

$  a  7/8 

12  7/8  /   S  5/8 

$  1 

-89% 

$  6  5/8 

13/4  3/8 

$  1 

-85% 

$  24  5/8 

25  3/4  /  15  1/8 

$  7 

-72% 

S  15  1/8 

20  3/4  /  14  3/4 

$  5 

-67% 

$  14  1/2 

23  /  12  1/2 

S  5 

-66% 

$  14 

21  1/2  /   7  1/2 

$  5 

-64% 

$  10  1/2 

15  1/8  /   3  1/4 

$  5 

-52% 

$  9  7/8 

30/4  7/8 

$  5 

-49% 

Thur. 

52 -week 

12 -mo. 

Pet. 

close 

high/ low 

target 

change 

$  2  1/2 

3  5/16  /  2 

$  12 

♦380% 

S  10  1/2   10  1/8   /  4  1/8 
$  2  3/4    3  1/4   /   11/16 
$  8  5/8   10  7/8   /  2  1/8 


$  20 

S  5 

S  IS 


1-82% 


Source:  Hines  Management 

J-HIC:  PHOTO,  b/w,  Joe  Tabacca,  AP;  PHOTO,  b/w,  Ted  Mathias,  AP 
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ABSTRACT: 

Smith  Capital  Management,  the  investment  ftind  that  manages  a  portion  of  Hillary 
Rodham  Clinton's  portfolio,  has  sold  short  several  health-care  stocks  since  she 
became  First  Lady,  according  to  fund  manager  Bill  Smith  (M) 
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IN  the  weeks  before  Vincent  Foster's  death,  he  was  working  on 
overcoming  ethical  concerns  about  one  of  Hillary  Rodham  Clinton's 
assets  by  putting  the  Clintons'  financial  holdings  into  a  blind 
trust. 

The  guilt -ridden  deputy  counsel  may  have  mishandled  a 
potential  conflict  of  interest  in  Value  Partners,  an  investment 
group  in  which  Hillary  Clinton  held  nearly  1  percent;  her  estimated 
share  is  $  100,000. 

The  partnership  was  about  14  percent  invested  in  health-care 
stocks  at  last  year's  end;  it  had  ""short''  positions  in  companies 
'^e  Health  Pro,  Cryomedical  Sciences  and  Bioplasty,  betting  their 
^ces  would  drop.   The  partnership  manager,  William  Smith,  tells  me 
he  spoke  to  Foster  ""three  or  four  times''  this  year. 

Hillary  Clinton's  public  pronouncements  about  health  and  her 
hints  at  the  need  for  particular  price  controls  had  a  predictable 
effect  on  stocks  in  that  field.   Foster  assured  her  she  had  no 
conflict-of-interest  problems  because  she  was  not  a  government 
employee . 

Then  came  the  lawsuit  demanding  she  open  health- reform 
meetings  to  the  public.   The  Federal  Advisory  Commission  Act  says 
that  such  meetings  can  be  closed  if  attended  only  by  ""full-time 
officers  and  employees''  of  government.   White  House  counsel  won  the 
case  by  claiming  Clinton  was  indeed  a  federal  official  for  purposes 
of  that  act. 

But  appellate  Judge  Laurence  Silberman  put  a  pregnant 
footnote  in  his  June  22  opinion:  ""We  do  not  need  to  consider 
whether  Mrs.  Clinton's  presence  on  the  Task  Force  violates  any 
conflict-of-interest  statutes.  '' 

Had  Foster's  victory  in  court  subjected  the  first  lady  to  a 
Justice  Department  investigation  based  on  the  Criminal  Code's 
section  202? 

Faxed  about  this.  Counsel  Bernard  Nussbaum  faxes  back:  ""The 
aecision  did  not  purport  to  affect  the  question  whether  the  first 
lady  is  an  officer  or  employee  for  any  other  purposes,  including 
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aoplication  of  the  conflict  of  interest  laws .  ' ' 

About  the  propriety  of  these  holdings:  "She  had  no  role 
whatsoever  in  the  investment  decisions  of  the  fiind.   Its  holdings 
included  some  assets  that  are  health-related,  but  the  total  of 
these  assets  is  a  minor  portion  of  the  fund's  entire  portfolio  -- 
to  our  knowledge,  less  than  10  percent.   Foster  was  aware  of  these 
facts.   The  matter  was  not  discussed  with  the  Office  of  Legal 
Counsel.  ' ' 

Reasonable  ethicists  will  grant  that  Hillary  Clinton's 
health-related  holdings  are,  as  Nussbaum  writes,  ''clearly 
insubstantial,  because  they  are  both  a  small  amount  of  money  and  an 
insignificant  part  of  the  Clintons'  total  assets.  "'  Nobody  suggests 
she  was  out  to  make  a  buck  on  short  sales  of  medical  stocks. 

But  what  may  well  have  contributed  to  Foster' s  gloom  was  the 
need  to  protect  the  first  lady  from  the  consequences  of  his  FACA 
victory  with  legal  legerdemain.   His  solution  was  to  put  this  active 
official  outside  the  reach  of  the  law. 

Section  203  specifically  exempts  the  president  and  the  vice 
president  from  the  conflict-of-interest  law.   Adds  the  redoubtable, 
likable  Nussbaum:  ""It  is  the  view  of  the  White  House  counsel, 
consistent  with  the  views  of  prior  administrations,  that  the  first 
lady,  like  the  president,  is  not  covered  by  the  conflict  of 

-.erest  statutes  and  regulations .  ' ' 

it's  the  Foster -Nussbaum  doctrine,  not  the  law.   The 
non-coverage  of  this  most  govemmentally  energetic  first  lady  was 
not  sanctioned  by  Congress,  not  approved  by  the  courts,  not  even 
reviewed  by  the  Justice  Department. 

Justice's  much- ignored  Office  of  Legal  Counsel,  once  led  by 
such  luminaries  as  Chief  Justice  William  Rehnquist  and  Justice 
Antonin  Scalia,  was  again  bypassed  by  the  White  House.  (The  de 
facto  boss  at  Justice,  Hillary's  former  law  partner,  Webster 
Hubbell,  even  took  over  the  poor  guy's  office  space.)  Nussbaum  says 
that  President  Reagan's  Office  of  Legal  Counsel  ""opined  that  the 
first  lady  was  not  subject  to  these  laws' '  --  as  if  Nancy  Reagan 
ever  claimed  to  be  a  government  official  for  any  purpose. 

The  blind  trust  finalized  three  days  after  Foster's  death 
does  not  clean  up  a  half-year's  dealings  of  an  asset  that  a  lawyer 
sensitive  to  the  appearance  of  conflict  should  have  ordered 
divested  on  Inauguration  Day. 

What  must  have  added  to  Foster' s  mental  burdens?   Not  the 
money  made  by  Hillary  Clinton's  $  14,000  piece  of  health  stocks; 
that's  chicken  feed.   It  was  the  trap  set  for  her  by  her  own 
counsel:  She  must  seek  to  join  Che  president  and  vice  president  as 
the  only  full-time  government  officials  exempt  from  the 
■"-^nf lict-of-interest  law. 
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COUNSEL:  Mark  B.  Stem,  Attorney,  U.S.  Department 
of  Justice,  argued  the  cause  for  appellants/cross- 
appellees  Hillary  Rodham  Clinton,  et  al.  With  him 
on  the  brieh  were  J.  Ramsey  Johnson,  United  States 
Attorney,  Stuart  E.  Schiffer,  Acting  Assistant  Attorney 
General,  Robert  E.  Kopp,  Patricia  A.  Millen,  and 
Malcolm  L.  Stewart,  Attorneys,  U.S.  Department  of 
Justice.  Stuart  M.  Gerson,  Attorney,  U.S.  Department 
of  Justice,  entered  an  appearance  for  appellants/cross- 
appellees. 

Kent  Masterson  Brown  argued  the  cause  for 
appellees/cross-appellants  Association  of  American 
Physicians  and  Surgeons,  Inc.,  et  al.  With  him  on  the 
briefs  were  Frank  M.  Northam  and  Alan  P.  Dye. 

Steven  R.  Ross,  General  Counsel,  and  Charles  Tiefer, 
Deputy  General  Counsel,  Office  of  General  Counsel, 
United  States  House  of  Representatives,  filed  the  brief 
for  amicus  curiae  Speaker  and  Bipartisan  Leadership 
Group. 

Ronald  A.  Zumbrun,  Anthony  T.  Caso,  and  Robin  L. 
Rivett  filed  the  brief  for  amici  curiae  Pacific  Legal 
Foundation  and  the  National  Taxpayers  Union. 

Jane  E.  Kirtley,  [**2]  J.  Laurent  Scharff,  James  E. 
Grossberg,  Richard  M.  Schmidt.  Jr.,  Allan  R.  Adler. 
Bruce  W.  Sanford,  Henry  S.  Hoberman,  and  Whitney 
M.  Adams  filed  the  brief  for  amici  curiae  Reporters 
Committee  for  Freedom  of  the  Press,  et  al. 

Joseph  Gregory  Sidak  filed  the  brief  for  amicus  curiae 


J.  Gregory  Sidak. 

Samuel  B.  Wallace,  IV,  filed  the  brief  for  amicus  curiae 
Samuel  B.  Wallace,  IV. 

JUDGES:  Before:  Silberman,  Buckley,  and  Williams, 
Circuit  Judges.  Opinion  for  the  Court  filed  by  Circuit 
Judge  Silberman.  Opinion  concurring  in  the  judgment 
filed  by  Circuit  Judge  Buckley. 

OPINIONBY:  SILBERMAN 

OPINION:  [•900]  Silberman,  Circuit  Judge:  This 
expedited  appeal  presents  the  question  whether  the 
President's  Task  Force  on  National  Health  Care  Reform 
('Task  Force")  and  its  working  group  are  advisory  com- 
mittees for  purposes  of  the  Federal  Advisory  Committee 
Act  ("FACA").  If  they  are,  we  are  asked  to  de- 
cide whether  FACA  unconstitutionally  encroaches  on  the 
President's  Article  II  executive  powers.  We  hold  that  the 
Task  Force  is  not  an  advisory  group  subject  to  FACA, 
but  remand  to  the  district  court  for  fimher  proceedings 
to  determine  the  status  of  the  working  group. 

I. 

On  January  25,  1993,  President  Qinton  [••3]  es- 
tablished the  Presidetu's  Task  Force  on  National  Health 
Care  Reform.  The  President  named  his  wife,  Hillary 
Rodham  Clinton,  as  the  chairman  of  the  l^k  Force, 
and  appointed  as  its  other  members  the  Secretaries  of 
the  Treasury,  Defense,  Veterans  Affairs,  Health  and 
Human  Services,  Labor,  and  Commerce  Departments, 
the  Director  of  the  Office  of  Management  and  Budget, 
the  chairman  of  the  Council  of  Economic  Advisers, 
[•961]    and  three  White  House  advisers.     President 
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Oinion  charged  this  body  with  the  task  of  'listening 
to  all  parties*  and  then  'preparing  health  care  reform 
legislation  (o  be  submitted  to  Congress  within  100  days 
of  our  taking  office.'  29  Wfcekly  Comp.  Pres.  Doc.  96 
(Feb.  1.  1993). 

On  the  same  day,  die  President  also  announced 
the  formation  of  an  interdepartmental  working  group. 
According  to  the  government,  the  working  group  was 
responsible  for  gathering  information  aixl  developing 
various  options  on  health  care  reform.  It  was  composed 
of  three  types  of  members:  (i)  approximately  300  per- 
manent federal  government  employees  drawn  from  the 
Executive  Office  of  the  President,  the  federal  agencies, 
and  Congress;  (ii)  about  40  'special  government  em- 
ployees' hired  by  the  agencies  and  the  [••4]  Executive 
Office  of  the  President  for  a  limited  duration;  and  (iii) 
an  unknown  number  of  'consultants'  who,  it  is  asserted, 
'attend  working  group  meetings  on  an  intermittent  ba- 
sis.* Ira  Magaziner.  the  senior  adviser  to  the  President 
for  Policy  Development,  headed  the  working  group  and 
was  the  only  member  of  the  Task  Force  who  attended 
the  group's  meetings. 

According  to  the  government,  the  working  group  had 
no  contact  with  the  President.  In  addition  to  gathering 
information,  the  working  group  developed  alternative 
health  care  policies  for  use  by  the  Task  Force.  But  only 
the  liisk  Force,  it  was  contemplated,  would  directly  ad- 
vise and  presem  recommendations  to  the  President.  On 
March  29,  1993,  the  Task  Force  held  one  public  hear- 
ing where  interested  parties  could  present  comments  on 
health  care  reform.  Sec  58  FR  16.264  (1993).  However, 
the  T^k  Force  met  behind  closed  doors  at  least  20  times 
in  April  and  May  to  'formulate'  and  'deliberate*  on  its 
advice  to  the  President.  As  the  government  publicly  has 
announced,  in  those  meetings  'the  Task  Force  reviewed 
materials  it  received  from  the  interdepartmental  work- 
ing group;  formulated  proposals  and  options  (**S]  for 
health  care  reform;  and  presented  those  proposals  and 
options  to  the  President. '  Statement  of  the  White  House 
Press  Secretary  (June  4,  1993).  In  accordance  with  its 
charter,  the  l^k  Force  then  terminated  its  operations 
on  May  30.  nl  All  of  the  working  group's  meetings 
remained  closed  to  the  public. 


nl  The  "Huk  Force's  'termination'  does  not  ren- 
der this  case  moot.  As  both  panics,  in  anticipation 
of  this  event,  agreed  before  oral  argument,  this  case 
still  presents  a  live  controversy  concerning  the  avail- 
ability of  l^k  Force  and  working  group  documents, 
which  the  appellees  sought  below  pursuant  to  FACA. 


Appellees  are  the  Association  of  American  Physicians 
and  Surgeons,  which  represents  physicians;  the 
American  Council  for  Health  Care  Reform,  which  rep- 
resents health  care  consumers;  and  the  National  Legal 
&  Policy  Center,  which  seeks  to  promote  ethics  in  gov- 
ernment. They  sought  access  to  (he  Task  Force's  meet- 
ings under  the  Federal  Advisory  Committee  Act.  Pub. 
L.  No.  92-463,  86  Stat.  770  (1972)  (reproduced  at  5 
U.S.C.  App.  1  [••6]  (1988)).  Their  efforts  were  re- 
buffed by  the  Counsel  to  the  President,  who  informed 
them  that  the  l^k  Force  was  not  an  advisory  committee 
subject  to  FACA. 

Appellees  thereupon  brought  suit  against  the  lisk 
Force  in  district  coun.  They  claimed  that  the  'Hisk  Force 
was  a  FACA  committee  because  it  was  chaired  by  Mrs. 
Ointon,  a  private  citizen,  and  that  the  Task  Fortx  had 
violated  FACA  by  failing  to  file  an  advisory  commit- 
tee charter.  They  further  asserted  that  FACA  permitted 
them  to  attend  all  of  the  meetings  of  the  l^k  Force  and 
of  any  of  its  subgroups.  Appellees  sought  a  temporary 
restraining  order  and  a  preliminary  injunction  baiting 
the  operation  of  the  Task  Force  until  it  complied  with 
FACA  and  allowed  the  public  to  attend  its  meetings.  The 
govenunent  responded  that  the  Task  Force  was  exempt 
from  FACA  because  all  of  its  members-including  Mrs. 
Clinton-were  govenunent  officen  and  employees.  The 
government  alternatively  challenged  any  application  of 
FACA  to  the  Task  Force  as  an  unconstitutional  infringe- 
ment on  the  President's  executive  power. 

In  a  memorandum  opinion  issued  on  March  10,  1993, 
the  distria  court  granted  in  part  appellees'  motion  for 
a  preliminary  injunction.  The  [**7]  court  determined 
that  appellees  had  a  substantial  likelihood  of  success  on 
the  merits.  Mrs.  Clinton,  the  coun  held,  was  not  an 
officer  or  employee  of  the  federal  government  merely  by 
virtue  of  her  status  as  'First  Lady."  Therefore,  the  lisk 
Force  [*902]  could  not  qualify  for  an  exemption  from 
FACA  as  an  advisory  group  composed  solely  of  'full- 
time  officers  or  employees*  of  the  govenunent.  See 
Association  of  Am.  Physicians  &  Surgeons  v.  Hillary 
Rodham  Clinton,  Civil  Action  No.  93-0399,  Mem.  Op. 
at  16-17  (D.D.C.  March  10,  1993)  ('Mem.  Op.');  see 
also  5  U.S.C.  App.  I  5  3(2)(iii).  The  court,  however, 
agreed  with  the  government  that  FACA  encroached  on  the 
President's  constitutional  authority  to  receive  confiden- 
tial advice  for  the  purpose  of  recommending  legislation. 
But  the  coun  thought  that  executive  prerogatives  were 
implicated  only  when  the  Task  Force  was  advising  the 
President,  not  when  it  engaged  in  information-gathering. 
The  district  coun  accordingly  granted  a  preliminary  in- 
junction requiring  the  T^k  Force  to  meet  all  the  require- 
ments of  FACA  except  when  it  met  to  formulate  advice 
or  recommendations  for  the  President. 
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As  to  the  working  group,  [••8]  the  district  court 
concluded  that  appellees  had  failed  to  state  a  claim  un- 
der Fed.  R.  Civ.  P.  12(b)(6)  that  the  subordinate  body 
was  covered  by  FACA.  Relyingoa  National  Ami-Hunger 
Coalition  v.  Executive  Committee,  557  F.  Supp.  524 
(D.D.C),  affd,  229  U.S.  App.  D.C.  143.  711  F.2d  1071 
(D.  C.  Cir.  1983),  the  court  held  that  the  working  group 
was  not  an  advisory  committee  because  it  was  engaged 
in  fact-gathering  and  did  not  provide  advice  direoly  to 
the  President.  The  court  denied  appellees  motion  for 
expedited  discovery  concerning  the  aaions  and  status 
of  the  working  group,  but  nevertheless  determined  that 
there  were  no  issues  of  material  fact  and  that  it  could 
have  dismissed  on  summary  judgment  grounds  as  well. 
Mem.  Op.  at  15n.ll. 

The  government  filed  this  appeal  on  March  22,  1993. 
Appellees  subsequently  filed  a  cross-appeal.  We  have 
jurisdiction  to  review  a  grant  of  a  preliminary  injunc- 
tion under  28  U.S.C.  §  i292(a),  and  we  expedited  the 
appeal  due  to  the  short  time  frame  within  which  the  Task 
Force  and  the  working  group  operated. 


The  govenunent,  as  appellant  and  cross-appellee,  and 
the  plaintiffs  [**9]  below,  as  appellees  and  cross- 
appellants,  together  challenge  much  of  the  district 
court's  ruling.  The  govenunent  takes  issue  primarily 
with  the  court's  determination  that  Mrs.  Clinton  is  not 
an  "officer  or  ett^loyee"  for  purposes  of  section  3(2) 
of  FACA.  It  is  claimed  that  as  the  "First  Lady,"  Mrs. 
Clinton  is  the  functional  equivalent  of  a  govenmient  offi- 
cer or  employee,  that  the  Task  Force,  therefore,  is  com- 
posed solely  of  full-time  government  officials-indeed 
officers  drawn  from  among  the  President's  closest  of- 
ficial advisers— and  that  thus  the  Task  Force  is  exempt 
from  FACA.  In  the  alternative,  the  government  reiterates 
its  claim  that  FACA  cannot  be  applied  constitutionally  to 
the  Task  Force.  We  are  urged,  in  that  regard,  to  discard 
the  distinction  drawn  by  the  district  court  between  the 
information-gathering  function  of  the  lisk  Force  and  its 
role  in  advising  the  President.  As  would  be  expected, 
the  government  is  content  with  the  district  court's  ruling 
concerning  the  status  of  the  working  group,  and  it  argues 
that  the  district  court's  dismissal  of  appellees'  claim  is 
an  unappealable  interlocutory  order. 

Appellees,  on  the  other  hand,  support  the  district 
court's  determination  [•*10]  that  FACA  covers  the  Task 
Force  because  Mrs.  Clinton  is  not  an  officer  or  em- 
ployee of  the  federal  government.  However,  they  chal- 
lenge the  court's  ruling  as  to  the  status  of  the  working 
group,  which  they  contend  is  also  covered  by  FACA. 
They  further  maintain  that  applying  FACA  to  either  body 


raises  no  serious  constitutional  issues,  and,  in  any  event, 
that  the  distria  court  prematurely  decided  the  consti- 
tutional issue.  Appellees  also  contend  that  the  court 
should  have  permined  discovery,  which  would  have 
shown  more  clearly  the  FACA  status  of  both  groups, 
and  that  a  straightforward  application  of  FACA's  pro- 
cedural requirements  would  not  curtail  the  President's 
constitutional  powers. 

We  first  consider  the  status  of  the  l^k  Force  aiid  then 
turn  to  the  working  group  issues. 

in. 

Congress  passed  FACA  in  1972  to  control  the  growth 
and  operation  of  the  "numerous  committees,  boards, 
commissions,  councils,  [*903]  and  similar  groups 
which  have  been  established  to  advise  officers  and  agen- 
cies in  the  executive  branch  of  the  Federal  Govenunent. ' 
5  U.S.C.  App.  1,  §  2(a).  As  Congress  put  it,  FACA's 
purpose  was:  to  eliminate  uimecessary  advisory  commit- 
tees; to  limit  the  [**11]  formation  of  new  committees 
to  the  minimum  number  necessary;  to  keep  the  fxinc- 
tion  of  the  committees  advisory  in  nature;  to  hold  the 
committees  to  uniform  standards  and  procedures;  and  to 
keep  Congress  and  the  public  informed  of  their  activities. 
See  id.  §  2(b)(l)-(6).  The  statute  orders  agency  heads 
to  promulgate  guidelines  and  regulations  to  govern  the 
administration  and  operations  of  advisory  committees. 
See  id.  §  8. 

FACA  places  a  number  of  restrictions  on  the  advisory 
committees  themselves.  Before  it  can  meet  or  take  any 
action,  a  committee  first  must  file  a  detailed  charter, 
see  id.  §  9(c).  The  committee  must  give  advance  no- 
tice in  the  Federal  Register  of  any  meetings,  see  id.  § 
10(a)(2);  and  it  must  hold  all  meetings  in  public,  see 
id.  §  10(a)(1).  Under  section  10,  the  committee  must 
keep  detailed  minutes  of  each  meeting,  see  id.  §  10(c), 
and  make  the  records  available— along  with  any  reports, 
records,  or  other  documents  used  by  the  committee— to 
the  public,  provided  they  do  not  fall  within  the  exemp- 
tions of  the  Freedom  of  Information  Act  (FOIA),  see 
id.  §  10(b).  Under  seaion  5,  an  advisory  commit- 
tee established  by  the  President  or  by  legislation  [••12] 
must  be  "fairly  balanced  in  terms  of  the  points  of  view 
represented,"  id.  §  5(b)(2).  n2  The  Act  also  requires 
that  precautions  be  taken  to  ensure  that  the  advice  and 
recommendations  of  the  committee  "will  not  be  inap- 
propriately influenced  by  the  appointing  authority  or  by 
any  special  interest."  Id.  §  S(b)(3). 

n2  FACA's  'balanced  viewpoint"  requirement  may 
not  be  justiciable,  however,  because  it  does  not  pro- 
vide a  standard  that  is  susceptible  of  judicial  appli- 
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cation.  See  Public  Citizen  v.  National  Advisory 
Comm..  8SS  F.2d  419.  426  (D.C.  Cir.  1989) 
(Silberman,  J.,  concurring). 

The  Act's  definition  of  an  'advisory*  committee  is 
apparently  rather  sweeping.  Seaion  3  states: 

The  term  'advisory  committee'  means  any  committee, 
board,  commission,  council,  conference,  panel,  task 
force,  or  other  similar  group,  or  any  subcommittee  or 
other  subgroup  thereof  (hereinafter  in  this  paragraph 
referred  to  as  'committee'),  which  is  ...  (B)  estab- 
lished or  utilized  by  the  President  ...  in  [**13]  the 
interest  of  obtaining  advice  or  recommendations  for  the 
President  or  one  or  more  agencies  or  officers  of  the 
Federal  Government. 

Id.  S  3(2).  The  government  does  not  contend  that  the 
l^k  Force  was  not  'established'  or  'utilized'  by  the 
President  in  the  interest  of  obtaining  advice  or  recom- 
mendations. FACA's  definition  contains  one  important 
proviso,  however.  Section  3(2)(iii)  exempts  "any  com- 
mittee which  is  composed  wholly  of  full-time  officers  or 
employees  of  the  Federal  Government.'  And,  according 
to  the  government,  the  Task  Force  was  not  only  wholly 
composed  of  government  officers,  it  was  actually  (like 
the  Tisk  Force  we  encountered  in  Meyer  v.  Bush,  299 
U.S.  App.  D.C.  86.  981  F.2d  1288  (D.C.  Cir.  1993)) 
a  partial,  yet  somewhat  augmented,  cabinet  grouping. 
Thus,  subjecting  the  Task  Force  to  FACA  would  fall  out- 
side Congress'  purpose  of  regulating  the  growth  and  use 
of  committees  composed  of  outsiders  called  in  to  advise 
government  officials.  Appellees  would  have  no  quar- 
rel with  the  govermnent's  characterization  of  the  Task 
Force,  except  for  the  description  of  its  chairman,  Mrs. 
Clinton.  Appellees  contend  that  she  is  not  an  officer  or 
employee  of  the  federal  government  [••14]  despite  her 
traditional  and  ceremonial  status  as  'First  Lady.'  This 
is  not  just  a  technicality  according  to  appellees;  she  is 
statutorily  barred  from  appointment  as  an  officer  because 
of  the  Anti-Nepotism  Act.  See  S  U.S.  C.  §  3110(b). 

The  district  court,  fmding  no  defmition  of  officer  or 
employee  of  the  federal  government  in  FACA  itself,  quite 
reasonably  turned  to  Title  5  of  the  U.S.  Code  to  find  a 
definition.  Sec  5  U.S.C.  §§  2104  &  2105.  An  officer 
or  employee  according  to  those  sections  must  be:  (i) 
appointed  to  the  civil  service;  (ii)  engaged  in  the  perfor- 
mance of  a  federal  function;  and  (iii)  subject  to  super- 
vision by  a  higher  elected  or  appointed  official.  As  the 
district  court  held,  and  as  appellees  correctly  point  out, 
Mrs.  Clinton  has  not  been  appointed  to  the  civil  ser- 
vice. Reading  these  definitions  [•904]  in  pari  materia 
with  FACA  would  seem  to  suggest  that  the  T^k  Force  is 


not  exempt. 

Nevertheless,  it  is  true,  as  the  government  insists,  that 
Congress  did  not  adopt  explicitly  all  of  Title  5's  defini- 
tions in  FACA.  FACA  is  not  part  of  Title  5,  which  was 
enacted  six  years  before  FACA's  passage,  [**15]  see 
Pub.  L.  No.  89-554,  80  Stat.  378  (1966),  but,  in- 
stead is  only  temporarily  housed  there  as  an  appendix. 
Typically,  when  Congress  wishes  to  add  a  statute  to  Title 
5,  it  amends  the  Title.  See,  e.g.,  Government  in  the 
Sunshine  Act,  §  3(a),  Pub.  L.  No.  92-409,  90  Stat. 
1241  (1976);  Privacy  Act  of  1974,  Pub.  L.  No.  93- 
579,  88  Stat.  1896  (1974).  It  did  not  do  so  when  it 
passed  FACA,  but  at  that  time  it  specifically  did  adopt 
certain  Title  5  definitions.  For  example,  adjacent  to  the 
definition  of  an  advisory  committee  is  FACA's  defmition 
of  an  agency,  which  incorporates  the  definition  in  Title 
5:  '  'agency'  has  the  same  meaning  as  in  section  551(1) 
of  tiUe  5.  United  Sutes  Code. '  5  U.S.  C.  App.  1.  \  3(3). 
But  Congress  actually  deleted  from  the  Soiate  version 
of  FACA  definitions  of  "officer'  and  "employee"  that 
paralleled  those  of  seaions  2104  and  2105.  See  H.R. 
Rep.  No.  1403.  92d  Cong..  2d  Sess.  (1972).  reprinted 
in  1972  U.S.  Code  Cong.  &  Admin.  News  3508,  3509. 
And  the  Code  contains  another  defmition  of  a  federal  of- 
ficer which  tends  to  support  the  government's  position. 
Title  1  provides  that  a  federal  officer  "includes  any  per- 
son authorized  [••16]  by  law  to  perform  the  duties  of 
the  office."  1  U.S.C.  1 1.  That  definition  could  cover  a 
situation  in  which  Congress  authorizes  someone  who  is 
not  formally  an  officer  (such  as  the  President's  spouse) 
to  perform  federal  duties.  Even  if,  as  our  concurring 
colleague  argues.  Mrs.  Clinton  does  not  occupy  an  'of- 
fice' specifically  created  by  Congress,  she  could  still  be 
regarded  as  an  "employee. " 

The  government  would  have  us  conclude  that  the  tradi- 
tional, if  informal,  status  and  "duties'  of  the  President's 
wife  as  "First  Lady"  gives  her  de  faao  officer  or  em- 
ployee status.  The  government  invokes  what  it  de- 
scribes as  'a  longstanding  tradition  of  public  service"  by 
First  Ladies-including,  we  are  told,  Sarah  Polk,  Edith 
Wilson,  Eleanor  Roosevelt,  Rosalynn  Carter,  and  Nancy 
Reagan-who  have  acted  (albeit  in  the  background)  as 
advisers  and  personal  representatives  of  their  husbands. 
We  are  not  confident  that  this  traditional  perception  of 
the  President's  wife,  as  a  virtual  extension  of  her  bus- 
band,  is  widely  held  today.  As  this  very  case  suggests. 
It  may  not  even  be  a  fair  portrayal  of  Mrs.  Qinton, 
who  certainly  is  performing  more  openly  than  is  typical 
[••17]  of  a  First  Lady.  Indeed,  in  the  future  we  may  see 
a  male  presidential  spouse,  which  could  make  the  term 
"First  Lady"  anachronistic. 

More  persuasive,  however,  is  the  government's  ar- 
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gument  that  Congress  itself  has  recognized  that  the 
President's  spouse  acts  as  the  funaional  equivalent  of  an 
assistant  to  the  President.  The  legislative  authorization 
to  the  President  to  pay  his  White  House  aides  includes 
the  following  provision: 

Assistance  and  services  authorized  pursuant  to  this  sec- 
tion to  the  President  are  authorized  to  be  provided  to 
the  spouse  of  the  President  in  connection  with  assis- 
tance provided  by  such  spouse  to  the  President  in  the 
discharge  of  the  President's  duties  and  responsibilities. 
If  the  President  does  not  have  a  spouse,  such  assistance 
and  services  may  be  provided  for  such  purposes  to  a 
member  of  the  President's  family  whom  the  President 
designates. 

3  U.S.C.  §  IOS(.e)  (emphasis  added).  Of  course,  even 
without  section  lOS(e),  the  President  presumably  could 
draw  upon  his  spouse  for  assistance.  The  statute's  im- 
portance, rather,  lies  in  its  assistance  in  helping  us  in- 
terpret the  ambiguous  terms  of  FACA  in  pari  materia. 
[••18] 

It  may  well  be,  as  appellees  argue,  that  many  in 
Congress  had  in  mind  'ceremonial  duties,*  but  we  do 
not  think  the  presidency  can  be  so  easily  divided  be- 
tween its  substantive  political  and  ceremonial  functions. 
In  any  event,  section  lOS(e)  neither  limits  the  particu- 
lar kind  of  "assistance"  rendered  to  the  President,  nor 
circumscribes  the  types  of  presidential  duties  and  respon- 
sibilities that  are  to  be  aided.  We  see  no  reason  why  a 
President  could  not  use  his  or  her  spouse  to  carry  out  a 
task  that  the  President  might  delegate  to  one  of  his  White 
House  aides.  It  is  reasonable,  therefore,  to  construe  sec- 
tion [*905]  lOS(e)  as  treating  the  presidential  spouse 
as  a  de  faao  officer  or  employee.  Otherwise,  if  the 
President's  spouse  routinely  attended,  and  participated 
in,  cabinet  meetings,  he  or  she  would  convert  an  all- 
government  group,  established  or  used  by  the  President, 
into  a  FACA  advisory  committee. 

Pursuant  to  this  section,  moreover,  the  President's 
spouse  is  supported  by  a  substantial  staff  who  are  un- 
deniably full-time  government  officere  or  employees. 
Therefore,  the  President  could  have-as  the  government 
points  out— easily  designated  Mrs.  Clinton's  chief  of 
staff  as  a  member  of  the  ["W]  Task  Force,  perhaps 
even  as  the  chairman,  who  would  then  be  expected  to 
report  to  Mrs.  Clinton.  It  would  seem  quite  anomalous 
to  conclude  that  FACA  would  apply  if  the  President's 
spouse  were  a  member  of  the  committee,  but  not  if  her 
chief  of  staff  were  the  actual  member. 

The  President's  implicit  authority  to  enlist  his  spouse 
in  aid  of  the  discharge  of  his  federal  duties  also  un- 


dermines appellees'  claim  that  treating  the  Presideu's 
spouse  as  an  officer  or  employee  would  violate  the 
anti-nepotism  provisions  of  S  U.S.C.  {  3110.  That 
section  prohibits  any  "public  official'  from  appoint- 
ing or  employing  a  relative,  such  as  a  spouse,  "in  the 
agency  in  which  he  is  serving  or  over  which  he  exer- 
cises jurisdiction  or  control."  Id.  S  3H0(b).  Although 
section3 110(a)(1)(B)  defines  agency  as  "an  executive 
agency, "  we  doubt  that  Congress  intended  to  include  the 
White  House  or  the  Executive  Office  of  the  President. 
Cf.  Fyanklin  v.  Massachusetts,  120  L  Ed.  2d  636, 
112  S.  a.  2767,  2775  (1992)  (holding  that  President  is 
not  "agency"  for  purposes  of  Administrative  Pnxxdure 
Act);  Meyer,  981  F.2dat  /29S (President's  [••20]  advis- 
ers are  not  "agency"  under  FOLA);  Armstrong  v.  Bush. 
288  U.S.  App.  D.C.  38.  924  F.2d  282,  289  (D.C.  Cir. 
1991)  (President  not  APA  "agency").  So,  for  exam- 
ple, a  Presidem  would  be  barred  from  appointing  his 
brother  as  Attorney  General,  but  perhaps  not  as  a  White 
House  special  assistant.  Be  that  as  it  may,  it  is  not  rea- 
sonable to  interpret  that  provision  to  bring  it  imo  con- 
flict with  Congress'  recognition  of  (and  apparent  autho- 
rization for)  the  President's  delegation  of  duties  to  his 
spouse.  The  anti-nepotism  stamte,  moreover,  may  well 
bar  appointment  only  to  paid  positions  in  govenmient. 
See  5  U.S.C.  §  3110(c).  Thus,  even  if  it  would  pre- 
vent the  President  from  putting  his  spouse  on  the  federal 
payroll,  it  does  not  preclude  his  spouse  from  aiding  the 
President  in  the  performance  of  his  duties. 

In  sum,  the  govenmient  musten  a  strong  argument  in 
support  of  its  interpretation  of  'full-time  officer  or  em- 
ployee' under  FACA  as  including  the  President's  spouse- 
-  whether  or  not  a  "First  Lady."  But  it  is  by  no  means 
overwhelming.  Indeed,  die  government  is  uncomfort- 
able at  having  to  choose  whether  Mrs.  Clinton  should 
be  thought  of  as  an  officer  [••21]  or  employee.  The 
government's  discomfort  is  quite  understandable.  Mrs. 
Clinton  has  not  in  any  sense  been  appointed  or  elected  to 
office,  and,  assuming  she  is  an  officer  under  Title  1 ,  due 
to  the  duties  delegated  to  her  under  3  U.S.C.  §  105(c), 
how,  one  might  ask,  could  she  be  removed?  All  offi- 
cers and  employees  of  the  United  States,  except  the  Vice 
President,  can  be  removed,  at  least  for  cause,  through 
the  ultimate  authority  of  the  President.  We  suppose  the 
President  could  withdraw  any  or  all  authority  delegated 
to  his  spouse,  but  then  he  would  be  left  without  the 
official  assistance  of  any  family  member.  The  very  pro- 
vision authorizing  the  delegation  to  the  spouse  provides 
for  a  delegation  to  another  member  of  the  President's 
family  only  'if  the  President  does  not  have  a  spouse."  3 
U.S.C.  §  105(e)  (emphasis  added).  Tha  language  seems 
to  present  the  President  with  rather  extreme  alternatives. 

What  is  more,  section  tOS(e)  would  seem  to  apply 
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whether  or  not  the  President's  spouse  held  another  job 
that  an  officer  or  employee  of  the  government  could 
not  possibly  hold.  Suppose,  for  instance,  that  the 
President's  [••221  spouse  was  counsel  to  a  major  law 
firm  and  spent  a  good  portion  of  his  or  her  time  prac- 
ticing law.  Presumably,  the  spouse  would  still  be  autho- 
rized to  provide  assistance  to  the  President  under  sec- 
tion 105(e)  and  would,  thereby,  also  be  an  officer  or 
en^ioyee  of  the  government.  The  government  suggests 
that  this  hypothetical  does  not  create  a  problem  under 
FACA,  because  a  spouse  in  that  situation,  whether  or 
not  an  [•90«]  officer  or  employee,  would  not  be  full- 
time  and  so  would  not  qualify  for  the  exemption.  But 
that  answer  may  be  too  facile.  How  would  we  deter- 
mine how  much  or  what  kind  of  outside  activity  was 
inconsistent  with  fiill-time  status? 

Suffice  it  to  say  that  the  question  whether  Mis. 
Clinton's  membenhip  on  the  Task.  Force  triggers  FACA 
is  not  an  easy  one.  n3  The  government  argues,  there- 
fore, that  we  should  construe  the  stawte  not  to  apply 
here,  because  otherwise  we  would  face  a  serious  con- 
stitutional issue.  The  Suprena  Court  has  noted  many 
times  that  "where  an  otherwise  acceptable  construction 
of  a  st4tute  would  raise  serious  constitutional  problems, 
the  Court  will  construe  the  statute  to  avoid  such  problems 
unless  such  construction  is  plainly  contrary  to  the  intent 
of  Congress."  [••23]  PubUc  Citizen  v.  Department  of 
Justice.  491  U.S.  440.  466.  105  L.  Ed.  2d  377.  109  S. 
a.  2558  (1989)  (quoting  Edward  J.  DeBartolo  Corp. 
V.  Florida  Gulf  Coast  Building  A  Construction  Trades 
Council.  485  U.S.  568.  575  (1988)}.  Only  a  few  years 
ago  the  Court  employed  that  very  maxim  of  sututory 
construction  to  avoid  applying  FACA  to  the  ABA  com- 
mittee that  advised  the  Attorney  General  on  the  quali- 
fications of  prospective  federal  judicial  nominees.  See 
id.  The  government  there  argued  that  applying  FACA 
would  impair  the  effectiveness  of  the  committees  delib- 
erations (by  exposing  them  to  public  examination),  and 
thus  would  interfere  with  the  advice  that  the  committee 
provided  to  the  Attorney  General  and  ultimately,  it  was 
assumed,  to  the  President.  Such  interference  would  en- 
croach on  the  President's  appointment  power-his  sole 
responsibility  to  nominate  federal  judges.  n4  In  order  to 
escape  that  constitutional  question,  the  Court  held  that 
the  ABA  comminee  was  not  "utilized"  by  the  President 
because  it  was  established  and  run  by  a  private  orga- 
nization, even  though  the  Act  covers  advisory  commit- 
tees established  or  utilized  by  the  executive  branch.  See 
[••24]  id.  at  455-65.  The  Court  adopted,  we  think 
it  is  fair  to  say,  an  extremely  strained  constniction  of 
the  word  "utilized"  in  order  to  avoid  the  constimtional 
question.  The  gravity  of  the  constitutional  issue  was  re- 
vealed by  the  diree  concurring  justices  who  were  unable 


to  accept  the  Court's  statutory  construction  and  believed 
that  FACA  was  unconstimtional  as  applied  to  the  ABA 
committee.  Id.  at  467-89  (Kennedy,  J.,  concurring). 

n3  It  is  not  dear  how  FACA  applies  if  only  one 
member  of  an  advisory  committee  is  not  a  fiill-time 
government  officer  or  employee.  How  does  the  gov- 
ernment cany  out  its  obligation  to  ensure  that  the 
committee  is  "fairiy"  balanced  in  terms  of  the  points 
of  view  represented? 

n4  Ironically,  the  ABA  committee's  role  in  advis- 
ing administrations  as  to  the  qualifications  of  puta- 
tive judges  has  over  the  years  become  more  of  an  im- 
pediment (reflecting  certain  ABA  institutional  and, 
perhaps,  political  interests)  than  an  aid  to  Presidents. 
R.  Marcus  &  S.  Torry,  ABA  Judicial  Evaluation 
Again  Under  Fire,  Wash.  Post,  May  7,  1989,  A6; 
M.  Thornton,  The  ABA's  Judgments  on  Judges, 
Wash.  Post,  Sept.  25,  1987,  A23. 

[••25] 

It  is,  of  course,  necessary  before  considering  the 
maxim  of  statutory  construaion  to  determine  whether 
the  government's  constitutional  argument  in  this  case  is 
a  powerfijl  one.  In  other  words,  are  we  truly  faced, 
as  the  Court  thought  it  was  in  Public  Citizen,  with  a 
grave  question  of  constimtional  law?  The  government 
relies  primarily  on  the  claim  that  an  explicit  presidential 
power  is  implicated.  Article  II  of  the  Constimtion  pro- 
vides that  the  President  "shall  from  time  to  time  give  to 
the  Congress  Information  of  the  State  of  the  Union,  and 
recommend  to  their  Consideration  such  Measures  as  he 
shall  judge  necessary  and  expedient."  U.S.  Const,  art. 
11,  §  3,  cl.l.  According  to  the  government,  this  clause 
gives  the  President  the  sole  discretion  to  decide  what 
measures  to  propose  to  Congress,  and  it  leaves  no  room 
for  congressional  interference,  lb  exercise  this  power, 
the  government  claims,  the  President  also  must  have 
the  constitutional  right  to  receive  confidential  advice  on 
proposed  legislation. 

Under  the  government's  theory,  FACA  would  interfere 
with  the  President's  unbounded  discretion  to  propose 
legislation.  President  Clinton  formed  the  T^k  Force 
specifically  to  recommend  [••26]  legislation  dealing 
with  health  care  reform.  FACA's  requirement  of  pub- 
lic meetings  would  inhibit  both  [•907]  candid  discus- 
sion within  the  Task  Force  and  its  presentation  of  advice 
to  the  President.  Challenging  the  distria  court's  rul- 
ing, the  government  argues  that  this  encroachment  oc- 
curs regardless  of  whether  the  "ftsk  Force  is  engaged  in 
information-gathering  or  internal  deliberation.  In  either 
situation,  the  glare  of  publicity  would  inhibit  the  free 
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flow  of  frank  advice  and  would  handicap  the  Piesideni's 
ability  to  develop  legislation. 

Appellees  point  out  that  the  concurring  opinion  in 
Public  Citizen  commanded  the  votes  of  only  three 
justices  and  rely,  instead,  on  the  Court's  opinion  in 
Morrison  v.  Olson.  487  U.S.  654,  101  L.  Ed.  2d  569. 
108  S.  a.  2597  (1988).  n5  Morrison  upheld  the  Ethics 
in  Government  Act's  creation  of  an  independent  coun- 
sel because  it  did  not  prevent  the  President  'from  ac- 
con^lishing  [his]  constitutionally  assigned  functions.* 
id.  at  695  (quoting  Nixon  v.  Administrator  of  General 
Services.  433  U.S.  425.  443.  53  L.  Ed.  2d  867.  97  S. 
O.  2777  (1977)).  even  though  the  counsel  was  largely 
immune  from  the  executive  branch's  operational  control 
[**27]  (she  was  appointed  by  a  panel  of  judges  and  was 
removable  only  for  good  cause).  Applying  FACA  to  the 
Task  Force,  according  to  appellees,  has  a  rather  minor 
impact  on  the  institution  of  the  presidency  compared  to 
the  much  greater  encroachment  on  the  President's  core 
executive  fimction  sanctioned  in  Morrison. 

aS  Justice  Keimedy,  who  was  recused  in  Morrison, 
was  joined  by  Chief  Justice  Rehnquist  and  Justice 
O'Coimor  in  Public  Citizen.  Justice  Scalia,  who  dis- 
sented in  Morrison,  was,  in  turn,  recused  in  Public 
Citizen. 

Nevertheless,  the  government  maintains  that  Morrison 
is  not  directly  on  point.  Picking  up  on  Justice  Kennedy's 
concurrence  in  Public  Citizen,  the  government  con- 
tends that  the  Morrison  Court's  imprecise  balancing  test, 
which  is  apparently  less  favorable  to  the  President,  does 
not  apply  when  a  textual  grant  of  presidential  author- 
ity is  implicated.  In  distinguishing  Morrison,  Justice 
Keimedy  said: 

Thus,  for  example,  the  relevant  aspect  of  our  decision 
in  Morrison  involved  [••28]  the  President's  power  to 
remove  Executive  Officers,  a  power  we  had  recognized 
is  not  conferred  by  any  explicit  provision  of  the  text 
of  the  Constimtion  (as  is  the  appointment  power)  but 
rather  is  inferred  to  be  a  necessary  part  of  the  grant  of 
the  "Executive  Power." 

Public  Citizen.  491  U.S.  at  484  (Kennedy,  J.,  con- 
curring). n6  But  because  Public  Citizen  involved  the 
President's  textually  granted  power  to  appoint  federal 
judges,  the  concurrence  would  have  struck  FACA  down: 

n6  But  see  Bowsher  v.  Synar.  478  U.S.  714,  721- 
27.  92  L.  Ed.  2d  583.  106  S.  Ct.  3181  (1986) 
(removal  power  more  important  than  appointment 


power  in  controlling  subordinate  officials). 


Where  a  power  has  been  committed  to  a  particular 
Branch  of  the  Govenunem  in  the  text  of  the  Constitution, 
the  balance  already  has  been  struck  by  the  Constitiuion 
itself. 

Id.  at  486.  The  government  argues  that  here,  as  in 
Public  Citizen,  but  unlike  in  Morrison,  we  have  an  ex- 
plicit textual  delegation  to  the  President  [••29]  to  pro- 
pose legislation. 

We  perceive  several  weaknesses  in  the  government's 
position.  First,  the  government  ignores  the  Morrison 
Court's  consideration  of  the  Presidem's  Article  II,  sec- 
tion 3  responsibility  to  "take  Care  diat  the  Laws  be  faith- 
fiilly  executed. "  See  Morrison,  487  U.S.  654  at  692-93. 
101 L.  Ed.  2d  569, 108  S.  Ct.  2597.  The  Couit  specif- 
ically recognized  that  the  statute  before  it  encroached 
upon  or  burdened  that  responsibility,  but  concluded  that 
the  burden  was  not  great  enough  to  be  unconstitutional. 

This  is  not  a  case  in  which  the  power  to  remove  an  ex- 
ecutive official  has  been  completely  stripped  from  the 
President,  thus  providing  no  means  for  the  President 
to  ensure  the  "faithful  execution"  of  the  laws....  We  do 
not  think  this  limitation  as  it  presently  stands  sufficiently 
deprives  the  President  of  control  over  the  independent 
counsel  to  interfere  impermissibly  with  his  constitutional 
obligations  to  ensure  the  faithful  execution  of  the  laws. 

Id.  (emphasis  added)  (foomote  omitted).  Morrison  v. 
Olson,  thus,  cannot  be  easily  disposed  of  in  accordance 
with  the  government's  [^908]  (and  Justice  Kennedy's) 
suggested  distinction. 

The  President's  constitutional  [••30]  duty  to  take  care 
that  the  laws  be  faithfully  executed,  moreover,  seems 
far  greater  in  importance  than  his  authority  to  recom- 
mend legislation.  The  Framers  intended  the  Tike  Care 
Clause  to  be  an  affirmative  duty  on  the  President  and 
the  President  alone.  In  contrast,  the  Recommendation 
Clause  is  less  an  obligation  than  a  right.  The  President 
has  the  undisputed  authority  to  recommend  legislation, 
but  he  need  not  exercise  that  authority  with  respect  to 
any  particular  subject  or,  for  that  matter,  any  subject. 
n7  Only  the  President  can  ensure  that  the  laws  be  faith- 
fully executed,  but  anyone  in  the  country  can  propose 
legislation. 

n7  To  be  sure,  during  the  Constitutional 
Convention  in  Philadelphia,  the  Framers  changed 
the  language  of  the  clause  from  "may  recommend" 
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to  'shall  recommend.'  As  James  Madison  recorded 
in  his  notes  of  the  convention  for  August  24,  1787: 

On  motion  of  Mr.  Govr  Morris,  "he  may"  was  struck 
,  out.  &  "and"  inserted  before  "recommend"  in  the 
clause  2d.  sect  2d  an:  X  in  order  to  make  it  the  duty 
of  the  President  to  recommend.  &  thence  prevent 
umbrage  or  cavil  at  bis  doing  it. 

J.  Madison,  Notes  of  Debates  in  the  Federal 
Convention  of  1787.  464  (G.  Hunt  &  J.  Scott,  eds. 
1987).  Gouvemeur  Morris'  amendment  suggests 
that  the  clause  was  intended  to  squelch  any  con- 
gressional objections  to  the  President's  right  to  rec- 
ommend legislation-hence  the  prevention  of  "um- 
brage or  cavil."  See  J.  Sidak,  The  Recommendation 
Qause.  77  Geo.  L.J.  2079,  2082  (1989). 

(••31] 

The  government's  focus  on  the  Recommendation 
Clause  seems  somewhat  artificial.  Discussions  on 
policy-whether  they  take  place  in  executive  branch 
groups  or  in  pure  FACA  advisory  committecs-to  some 
extent  always  implicate  proposed  legislation.  Whenever 
an  executive  branch  group  considers  policy  initiatives, 
it  discusses  interchangeably  new  legislation,  executive 
orders,  or  other  administrative  directives.  Thus,  virtu- 
ally anytime  an  advisory  group  meets  to  discuss  a  prob- 
lem, it  will  implicate  the  Recommendation  Clause,  from 
which  all  executive  branch  authority  to  recommend  leg- 
islation derives.  Accordingly,  if  the  application  of  FACA 
to  groups  advising  the  President  or  anyone  else  in  the 
executive  branch  were  constimtionally  problematic,  in- 
sofar as  those  groups  were  advising  on  proposed  legisla- 
tion, FACA  would  be  problematic  with  regard  to  virtu- 
ally all  policy  advice.  Under  that  reasoning  FACA  would 
be  constitutionally  suspect  on  its  face-an  argument  the 
government  declined  to  make. 

We  do  think  that  the  government's  alternative,  albeit 
implicit,  argument  is  more  persuasive.  Application  of 
FACA  to  the  Tisk  Force  clearly  would  interfere  with  the 
President's  capacity  to  solicit  direct  [••32]  advice  on 
any  subject  related  to  his  duties  from  a  group  of  private 
citizens,  separate  from  or  together  with  his  closest  gov- 
ernmental associates.  That  advice  might  be  sought  on 
a  broad  range  of  issues  in  an  informal  or  formal  fash- 
ion. Presidents  have  created  advisory  groups  composed 
of  private  citizens  (sometimes  in  conjunction  with  gov- 
ernment officials)  to  meet  periodically  and  advise  them 
(hence  the  phrase  "kitchen  cabinets")  on  matten  such  as 
the  conduct  of  a  war.  n8  Presidents  have  even  created 
formal  "cabinet  committees"  composed  in  pan  of  pri- 
vate citizens.    n9  This  case  is  no  different.    Here,  the 


[•909]  President  has  formed  a  committee  of  his  closest 
advisers-cabinet  secretaries.  White  House  advisen,  and 
his  wife-to  advise  him  on  a  domestic  issue  he  considen 
of  the  utmost  priority. 

n8  For  example.  President  Johnson  often  sought 
advice  from  Clark  Oifford  and  Justice  Fortas.  "two 
old  and  trusted  friends  from  outside  the  Ex«aitive 
Branch, "  along  with  government  officials  on  matters 
concerning  the  Vietnam  Wir.  Sec,  e.g..  L.  Johnson, 
The  Vantage  Point:  Perspectives  of  the  Presidency 
1963-1969  at  235-37  (1971) 
[••33] 

n9  President  Ford,  in  1975,  convened  a  "cab- 
inet committee"  composed  of  the  Secretary  of 
State,  the  Secretary  of  Commerce,  the  Secretary 
of  Labor,  the  President  of  the  AFL-CIO,  and  the 
President  of  the  Chamber  of  Commerce  to  formu- 
late the  governments  policy  toward  the  International 
Labor  Organization.  President  Carter  continued 
the  same  body.  Sec,  e.g..  Committee  Fails  to 
Agree  on  U.S.  ILO  Membership,  Wash.  Post 
Oct.  13,  1977,  A24.  Neither  Presidem  ap^ 
parently  acknowledged  FACA's  application.  See, 
e.g..  General  Services  Administration.  Federal 
Advisory  Comminecs:  Fourth  Annual  Report  of 
the  President  Covering  Calendar  Year  1975  at 
54-55  (1976)  (no  mention  of  ILO  committee  in 
list  of  presidential  advisory  committees);  see  also 
General  Services  Administration.  Federal  Advisory 
Committees:  Fifth  Annual  Repon  of  the  President 
Covering  Calendar  Year  1976  at  55-56  (1977) 
(same).  In  1980.  however.  President  Carter  contin- 
ued that  structure,  but  explicitly  recognized  FACA's 
coverage  (after  the  issue  that  gave  rise  to  the 
oommittec-whether  the  United  States  should  with- 
draw from  the  ILO-had  been  resolved).  See  Exec. 
Order  No.  12,216,  45  FR  41,619  (1980). 

[••34] 

Applying  FACA  to  the  Task  Force  does  not  raise  con- 
stitutional problems  simply  because  the  Tisk  Force  is 
involved  in  proposing  legislation.  Instead,  difficulties 
arise  because  of  the  "Rsk  Force's  operational  proxim- 
ity to  the  President  himself-that  is.  because  the  Tisk 
Force  provides  advice  and  recommendations  directly  to 
the  President.  The  Supreme  Court  has  recognized  that 
a  President  has  a  great  need  to  receive  advice  confiden- 
tially: 

[There  is  a]  valid  need  for  protection  of  communica- 
tions between  high  Government  officials  and  those  who 
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advise  and  assist  them  in  the  performance  of  their  mani- 
fold duties;  the  importance  of  this  confidentiality  is  too 
plain  to  require  further  discussion.  Human  eiqwrience 
teaches  that  those  who  expect  public  dissemination  of 
their  remarks  may  well  temper  candor  with  a  concern  for 
appearances  and  for  their  own  interests  to  the  detriment 
of  the  decisionmaking  process.  Whatever  the  nature  of 
the  privilege  of  confidentiality  of  Presidential  commu- 
nications in  the  exercise  of  Art.  II  powers,  the  privilege 
can  be  said  to  derive  from  the  supremacy  of  each  branch 
within  its  own  assigned  area  of  constitutional  duties. 

United  States  v.  Nixon,  418  U.S.  683,  705-06,  41 L.  Ed. 
2d  1039,  94  S.  Of.  3090  (1974)  [••35]  (footnotes  omit- 
ted); see  also  Nixon  v.  Administrator  of  Gen.  Servs., 
433  US.  425,  441-49  (1977).  Nixon  v.  Administrator 
of  General  Services  fiuther  explains  that  the  President 
is  entitled  to  confidentiality  in  the  performance  of  his 
'responsibilities'  and  'his  office,'  and  *  'in  the  process 
of  shaping  policies  and  making  decisions.'  *  433  U.S. 
at  449  (quoting  United  States  v.  Nixon,  418  U.S.  at 
708).  Article  Q  not  only  gives  the  President  the  ability 
to  consult  with  his  advisers  confidentially,  but  also,  as 
a  corollary,  it  gives  him  the  flexibility  to  organize  bis 
advisers  and  seek  advice  from  them  as  he  wishes.  In 
Meyer  v.  Bush,  981  F.2d  at  1293-97,  for  example,  we 
held  that  the  President  could  create  a  Task  Force  com- 
posed of  cabinet  secretaries  and  other  close  advisers  to 
study  regulatory  reform  without  having  to  comply  with 
FOLA.  In  this  regard,  FACA's  requirement  that  an  advi- 
sory committee  must  be  '^urly  balanced  in  terms  of  the 
view  represented'  would— if  enforceable  and  applied  to 
groups  of  presidential  advisers— restrict  the  Pi«ident's 
ability  to  seek  [••36]  advice  from  whom  and  in  the 
fashion  he  chooses. 

The  ability  to  discuss  matters  confidentially  is  surely 
an  important  condition  to  the  exercise  of  executive 
power.  Without  it,  the  President's  performance  of  any 
of  his  duties— textually  explicit  or  implicit  in  Article  II's 
grant  of  executive  power— would  be  made  more  diffi- 
cult. In  designing  the  Constitution,  the  Framers  vested 
the  executive  power  in  one  man  for  the  very  reason  that 
he  might  maintain  secrecy  in  executive  operations.  As 
Alexander  Hamilton  wrote  in  the  Federalist  Papers: 

Decision,  activity,  secrecy,  and  dispatch  will  gener- 
ally characterise  [sic]  the  prtx:eedings  of  one  man,  in 
a  much  more  eminent  degree,  than  the  proceedings  of 
any  greater  number;  and  in  proportion  as  the  number  is 
increased,  these  qualities  will  be  diminished. 

The  Federalist  No.  70,  at  472  (J.  Cooke,  ed..  1961) 
(emphasis  added).  The  Framers  thus  understood  that  se- 


crecy was  related  to  the  executive's  ability  to  decide  and 
to  act  quickly-a  quality  lacking  in  the  governmem  estab- 
lished by  the  Articles  of  Confederation.  If  a  President 
cannot  deliberate  in  confidence,  it  is  hard  to  imagin<» 
how  he  can  decide  and  act  quickly. 

This  Article  II  right  1**27]  to  confidential  communi- 
cations attaches  not  only  to  direct  communications  with 
the  President,  but  also  to  discussions  between  bis  senior 
advisers.  Certainly  Department  Secretaries  and  White 
House  aides  must  be  able  to  hold  confidential  loeetings  to 
discuss  advice  they  secretly  will  render  to  the  President. 
Congress,  in  another  context,  has  recognized  that  the 
President's  [*910]  right  to  confidential  communications 
extends  to  meetings  between  his  top  advisers.  For  ex- 
ample, FOLA,  5  U.S.C.  S  552,  exempts  'the President's 
immediate  personal  staff  or  imits  in  the  Executive  Office 
whose  sole  function  is  to  advise  and  assist  the  President.  * 
See  Kissinger  v.  Reporters  Comm.  for  Fi-eedom  of  Ike 
Press,  445  U.S.  136,  156,  63  L.  Ed.  2d  267.  100  S. 
a.  960  (1980)  (quoting  H.R.  Rep.  No.  1380,  93d 
Cong.,  2d  Scss.  14  (1974));  Meyer  v.  Bush.  981  F.2d 
at  1291-92. 

A  statute  interfering  with  a  President's  ability  to  seek 
advice  directly  firom  private  citizens  as  a  group,  in- 
termixed, or  not,  with  government  officials,  therefore 
raises  Article  II  concerns.  This  is  all  the  more  so  when 
the  sole  ground  for  asserting  that  the  statute  applies  is 
that  the  [••SS]  President's  own  spouse,  a  member  of 
the  T^sk  Force,  is  not  a  government  ofRcial.  For  if 
the  President  seeks  advice  &om  those  closest  to  him, 
whether  in  or  out  of  government,  the  President's  spouse, 
typically,  would  be  regarded  as  among  those  closest  ad- 
visers. 

As  we  have  indicated,  we  do  not  place  much  signifi- 
cance on  the  government '  s  claim  that  this  sort  of  interfer- 
ence is  qualitatively,  in  constitutional  terms,  more  trou- 
blesome insofar  as  it  relates  to  advice  the  President  seeks 
concerning  the  exercise  of  an  enumerated  power.  If  we 
were  to  go  on  to  decide  the  constitutionality  question,  we 
would  be  obliged  to  ask  whether,  in  Morrison  v.  Olson 
terms,  this  asserted  application  of  FACA  'impermissi- 
bly' burtlens  executive  power.  Morrison  tells  us  to  bal- 
ance how  much  the  interference  with  the  President's  ex- 
ecutive power  prevents  the  President  'from  accomplish- 
ing his  constitutionally  assigned  fimctions,*  Morrison, 
487  U.S.  at  695,  against  the  'overriding  need  to  pro- 
mote objectives  within  the  constitutional  authority  of 
Congress.'  Nixon  v.  Administrator  of  Gen,  Servs., 
433  U.S.  at  443.  W:  readily  confess  that  this  balanc- 
ing [••39]  test  is  not  one  that,  as  judges,  we  can  apply 
with  confidence.  This  is  all  the  mote  reason  to  view 
the  constitutional  isstie  soberiy.  V/e  are  satisfied  that  the 
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application  of  FACA  to  the  Task  Force  seriously  burdens 
executive  power.  And  our  reading  of  Morrison  does  not 
lead  us  easily  to  a  conclusion  that  the  burden  placed  is  a 
permissible  one. 

The  court  below  correctly  recognized  the  constitu- 
tional difTiculties  that  FACA's  application  to  the  T^k 
Force  created.  The  court,  therefore,  ruled  the  Act 
paitially  uiKX>nstitutional,  insofar  as  it  was  applied  to 
the  meetings  in  which  the  Task  Force  acnially  advised 
the  President.  When  the  Task  Force  was  engaged 
in  'information-gathering  and  information-reporting,' 
however,  the  court  thought  that  the  President's  constitu- 
tional interests  were  not  so  seriously  implicated. 

W:  believe  it  is  the  "Risk  Force's  operational  proxim- 
ity to  the  President,  and  not  its  exact  function  at  any 
given  moment,  that  implicates  executive  powers  and 
therefore  forces  consideration  of  the  Morrison  test.  The 
President's  confidentiality  interest  is  strong  regardless 
of  the  particular  role  the  litsk  Force  is  playing  on  any 
given  day.  Indeed,  the  two  functions  [••40]  nanirally 
interrelate  and  can  only  be  divided  anificially.  If  public 
disclosure  of  the  real  information-gathering  process  is 
required,  the  confidentiality  of  the  advice-giving  fimc- 
tion  inevitably  would  be  compromised.  If  you  know 
what  information  people  seek,  you  can  usually  determine 
why  they  seek  it.  A  group  directly  reporting  and  advis- 
ing the  President  must  have  confidentiality  at  each  stage 
in  the  formulation  of  advice  to  him.  As  we  said  in  Meyer, 
'proximity  to  the  President,  in  the  sense  of  continuing 
interaction,  is  surely  in  part  what  Congress  had  in  mind 
when  it  exempted  (from  FOIA]  the  President's  "imme- 
diate personal  staff. '  '  981  F.2d  at  1293  (citation  omit- 
ted). And,  as  we  recognized  in  Soucie  v.  David,  145 
as.  App.  D.C.  144.  448  F.2d  1067  (D.C.  Cir.  1971). 
FOIA's  exemption  may  be  constimtionally  required  to 
protea  the  President's  executive  powers.  In  any  event, 
the  district  judge  decided  to  truncate  the  statute  in  light 
of  constimtional  concerns  only  because  it  determined 
that  FACA  applied  to  the  Task  Force. 

^fJt  think  the  district  coun  should  have  acted  other- 
wise. Prudent  use  of  the  maxim  of  stamtory  construc- 
tion allows  us  to  avoid  [••41]  the  difficult  constitu- 
tional issue  posed  by  this  case.  The  question  whether 
the  President's  [•911]  spouse  is  "a  full-time  officer  or 
employee"  of  the  govenunent  is  close  enough  for  us 
properly  to  construe  FACA  not  to  apply  to  the  Task  Force 
merely  because  Mrs.  Clinton  is  a  member.  We  follow 
the  Supreme  Court's  lead,  if  not  its  strict  precedent,  in 
recognizing  that  [if  the  Act]  were  "read  unqualifiedly,  it 
would  extend  FACA's  requirements  to  any  group  of  two 
or  more  persons,  or  at  least  any  formal  organization, 
from  which  the  President  or  an  executive  agency  seeks 


advice.'  Public  Citizen,  491  U.S.  at  452  (footnote omit- 
ted). Because  it  believed  that  Congress  could  not  have 
intended  such  a  result,  the  Public  Citizen  majority  read 
"utilize"  to  exclude  the  ABA  committee.  If  the  Supreme 
Court  correctly  construed  the  stamte  not  to  cover  the 
advice  the  Attorney  General  receives,  on  behalf  of  the 
President,  from  the  ABA,  the  statutory  construction  is- 
sue we  face  should  be  resolved  a  fortiori  ii^  favor  of  the 
government. 

We,  therefore,  read  the  phrase  'full-time  officer  or 
employee  of  the  government"  in  FACA  to  apply  to  Mrs. 
Clinton.  In  doing  so,  we  express  no  [••42]  view  as  to 
her  status  uinder  any  other  statute.  nlO 

nlO  We  do  not  need  to  consider  whether  Mrs. 
Qinton's  presence  on  the  Task  Force  violates  the 
Hatch  Aa,  5  U.S.C.  §  7324{a.),  the  Anti-Deficiency 
Act,  31  U.S.C.  §  1342,  or  any  conflia  of  interest 
stamtes. 


rv. 

The  district  court,  having  concluded  that  the  T^k 
Force  was  a  FACA  advisory  comminee,  dismissed  un- 
der Rule  12(b)(6)  appellees'  claim  that  the  working 
group  was  also  covered  by  FACA.  The  court  thought 
that  under  National  Anti-Hunger  Coalition  v.  Executive 
Committee.  557 F.  Supp.  524  (D.D.C),  affd,  229  U.S. 
App.  D.C.  143.  711  F.2d  1071  (D.C.  Cir.  1983)  ('Ana- 
Hunger  "),  subgroups  of  a  FACA  comminee  should  be 
regarded  as  staff  of  the  advisory  conmiittee  and  not  as  ad- 
visory committees  themselves.  Sec  Anti-Hunger.  557  F. 
Supp.  at  529.  Based  on  Mr.  Magaziner's  affidavit,  the 
district  coun  determined  that  the  working  [••43]  group 
merely  gathered  information  to  be  passed  on  to  the  Task 
Force.  Appellees  cross-appeal  the  distriacoun's  ruling 
and  its  corollary  refusal  to  permit  further  discovery  into 
the  status  and  operations  of  the  working  group. 

The  government  challenges  our  jurisdiction  to  con- 
sider the  cross-appeal  because  the  district  coun's  rulings 
on  the  working  group  are  neither  independent  final  judg- 
ments, nor  covered  by  the  preliminary  injunction  against 
the  Task  Force  which  is  before  us  on  an  interlocutory  ap- 
peal pursuant  to  28  U.S.  C.  §  ;292(a).  W:  have  said  that 
our  jurisdiction  over  an  interlocutory  ^>peal,  however, 
is  considerably  broader: 

Review  quite  properly  extends  to  all  matters  inextrica- 
bly bound  up  with  the  remedial  decision  ....  The  scope 
of  review  may  extend  further  to  allow  disposition  of  all 
matters  appropriately  raised  by  the  record,  including  en- 
try of  final  judgment.  Jurisdiaion  of  the  interlocutory 
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appeal  is  in  large  measure  jurisdiction  to  deal  with  all 
aspects  of  the  case  that  have  been  sufTiciently  illumi- 
nated to  enable  decision  by  the  court  of  appeals  without 
further  trial  court  development. 

Vbgner  v.  Taylor,  266  U.S.  App.  D.C.  414,  836  F.2d 
578.  585  (D.C.  Cir.  1987)  [••44]  (emphasis  added) 
(quoting  Energy  Action  Educational  Found,  v.  Andrus, 
210  U.S.  App.  D.C.  20,  654  E2d  735.  745  n.  54 
(D.C.  Cir.  1980),  rev'd  on  other  grounds.  454  U.S.  151 
(1981));  see  also  16  C  Wright.  A.  MUler.  E.  Cooper 
&  E.  Gressman,  Federal  Practice  &  Procedure  §  3921. 
at  17-20  (1977).  The  district  court's  final  disposition 
of  the  claim  against  the  working  group  was  'bound  up* 
with  its  reasons  for  granting  the  injunction  against  the 
Tisk  Force.  Once  it  is  determined  that  the  Task  Force  is 
not  covered  by  FACA,  the  implicit  analytical  premises 
of  the  district  court's  decision  as  to  the  working  group 
are  removed.  Moreover,  had  the  district  court  deter- 
mined, as  have  we,  that  the  claim  against  the  Task  Force 
was  invalid  and  then  also  dismissed  the  claim  against  the 
working  group,  the  latter  unquestionably  would  be  ap- 
pealable as  well.  Under  these  circtunstances,  we  think 
it  is  appropriate  to  consider  the  cross-appeal,  nl  1 

nil  The  lower  court  dismissed  appellees'  claim 
under  Rule  12(b)(6)  because  it  found  that  appellees 
had  failed  to  state  a  claim  upon  which  relief  could  be 
granted.  Mem.  Op.  at  IS.  It  also  noted  that  it  could 
have  dismissed  appellees'  claims  under  Fed.  R.  Civ. 
P.  36.  because  appellees  had  failed  to  state  that  fur- 
ther discovery  was  necessary  before  summary  judg- 
ment could  be  granted.  Id.  at  IS  n.ll.  As  we  will 
discuss,  the  legal  basis  for  the  Rule  12(b)(6)  ruling, 
or  a  Rule  56  ruling,  was  incorrect.  Furthermore, 
contrary  to  the  district  court's  decision.  Rule  56  does 
not  require  a  party  to  state  in  its  discovery  motion 
that  discovery  is  necessary  before  a  court  may  rule 
on  summary  judgment.  Indeed,  a  party's  filing  of  a 
discovery  motion  would  seem  implicitly  to  assert  just 
that.  But  under  Rule  12(b)(6),  once  the  Magaziner 
affidavit  was  filed  and  considered  the  distria  judge 
was  obliged  to  permit  reasonable  discovery  as  to  the 
facts  set  forth  in  the  affidavit.  Sec  First  Chicago 
Int-l  V.  United  Exchange  Co..  836  F.2d  1375.  1380 
(D.C.  Cir.  1988). 

[••45] 

[•912]  As  it  argued  below,  the  government  claims  that 
the  working  group  is  not  in  contact  with  the  President 
and  is  not.  therefore,  'utilized'  by  him.  That  seems  to  us 
a  strange  argument.  There  are  two  exceptions  to  FACA's 
inclusion  of  all  presidential  advisory  groups:  (i)  where 


the  advisory  committee  is  independently  established  and 
operated  by  a  private  organization,  see  Public  Citizen, 
491  U.S.  440  at  457-59.  105  L.  Ed.  2d  377.  109  S.  Q. 
2558  ;  and  (ii)  where  the  group  is  composed  wholly  of 
full-time  government  officials.  See  5  U.S.C.  App.  1,  § 
3(2)(iii).  We  have  construed  the  second  exception  here 
to  extend  to  a  cabinet  committee  that  includes  the  First 
Lady.  The  government  now  presses  upon  us  a  third  ex- 
ception, one  for  advisory  comminees  that  do  not  meet 
face-to-face  with  the  President.  The  government's  argu- 
ment, however,  conflicts  with  the  serious  constinitional 
concerns  we  have  recognized  concerning  the  l^k  Force. 
The  statute  cannot  be  properly  interpreted  as  applying 
only  to  those  advisory  committees,  established  in  the 
Executive  Office  of  the  President,  that  present  the  most 
delicate  constitutional  problems.  nl2  Otherwise,  the 
government's  argument  [••46]  effectively  would  ren- 
der almost  all  presidential  advisory  committees  free  from 
FACA.  Committees  in  direct  contact  with  the  President 
implicate  the  President's  executive  power  and  hence  can- 
not be  covered  by  FACA,  while  committees  not  directly 
in  contact  are  not  'utilized.*  In  any  event,  the  statutory 
language  does  not  remotely  support  the  government. 
Not  only  does  FACA  defme  an  advisory  committee  as 
a  task  force  or  'any  subcommittee  or  other  subgroup 
thereof,*  5  U.S.C.  App.  1.  §  3(2),  but  it  also  specifies 
that  an  advisory  committee  is  a  group  that  is  either  estab- 
lished or  utilized  by  the  President.  See  id.  Certainly  the 
President  can  establish  an  advisory  group  that  he  does 
not  meet  with  face-to-face.  In  Public  Citizen  the  Couit 
did  not  suggest  that  FACA  could  be  avoided  merely  be- 
cause the  ABA  committee  communicated  with  the  Justice 
Department  rather  than  with  the  President. 

nl2  The  government,  only  at  oral  argument,  and 
rather  tentatively,  suggested  that  application  of  FACA 
to  any  advisory  groups  established  and  utilized  by 
the  President,  because  they  advise  someone  in  the 
Executive  Office  of  the  Presidept,  raises  constitu- 
tional problems.  We  do  not  think  we  should  en- 
tertain a  constitutional  argument  of  such  enormous 
significance  made  in  so  glancing  a  fashion.  After 
all,  it  could  be  thought  to  come  close  to  an  argu- 
ment that  the  government  disavowed-that  FACA  is 
unconstitutional  on  its  face. 

[••47] 

The  district  court  accepted  a  variation  of  the  govern- 
ment's argument  by  concluding  that  the  working  group 
was  not  really  a  subgroup  of  the  Task  Force  within  the 
meaning  of  FACA,  but  rather  only  staff  to  the  Tiisk 
Force.  The  court  relied,  as  we  noted,  on  the  Anti- 
Hunger  case,  in  which  we  affirmed  Judge  Gesell's  de- 


383 


997  F.2d  898.  •912;  1993  U.S.  App.  LEXIS  14831.  'M?; 
21  Media  L.  Rep.  1705;  302  U.S.  App.  D.C  208 


Page  70 
LEXSEE 


cision  to  similarly  treat  subordinate  worlcing  groups  op- 
erating under  the  Executive  Committee  of  the  Private 
Sector  Survey.  Although  we  affirmed  the  decision,  we 
did  not  explicitly  approve  the  judge's  reasoning  relating 
to  the  supposed  staff  groups;  rather,  we  rejected  an  ef- 
fort to  challenge  his  decision  based  on  new  information 
not  in  the  record.  See  National  Anti-Hunger  Coalition 
V.  Executive  Committee,  229  U.S.  App.  D.C.  143.  711 
F.2d  1071,  1075  (D.C.  Cir.  1983).  In  any  event.  Anti- 
Hunger  presented  crucially  different  facts.  That  case 
involved  the  Executive  Committee  of  the  Private  Sector 
Survey,  formed  by  President  Reagan  to  obtain  manage- 
ment and  cost  control  advice  from  the  private  sector.  The 
Executive  Committee,  composed  of  150  private  citizens, 
had  a  subcommittee  composed  of  30  members  and  also 
had  36  task  forces  that  performed  the  preliminary  work 
of  [••48]  the  survey.  Anti-Hunger,  557 F.  Supp.  at  525- 
26.  The  government  conceded,  in  that  litigation,  that  the 
Executive  Committee  and  the  subcommittee  were  both 
FACA  committees  and  it  [•913]  was  only  thereafter  that 
the  district  court  determined  that  the  task  forces  were 
not  FACA  committees,  but  staff. 

Our  conclusion  that  the  T^k  Force  is  a  conunittee 
wholly  composed  of  government  officials  makes  this 
case  entirely  different.  In  contrast  to  the  situation  here, 
in  Anti-Himger  the  top  levels  of  the  outside  advisory 
groups  were  covered  by  FACA-both  the  executive  com- 
mittee of  150  and  the  subcommittee  of  30.  In  that  sce- 
nario, there  is  less  reason  to  focus  on  subordinate  advis- 
ers or  consultants  who  are  presumably  under  the  control 
of  the  superior  groups.  It  is  the  superior  groups,  af- 
ter all,  that  will  give  the  advice  to  the  government,  and 
which,  in  accordance  with  the  statute,  must  be  "reason- 
ably" balanced.  But  when  the  Task  Force  itself  is  consid- 
ered part  of  the  govenunent— due  to  the  govertunent  offi- 
cials exemption— we  must  consider  more  closely  FACA's 
relevance  to  the  working  group.  For  it  is  the  working 
group  now  that  is  the  point  of  contact  between  the  public 
[••49]  and  the  govenunent.  The  district  coun's  conclu- 
sion that  the  working  group  could  be  disregarded  as  staff 
depended  on  its  determination  that  the  Task  Force  was 
covered  by  FACA.  Our  disagreement  with  the  district 
court  on  the  latter  issue  therefore  compels  a  different 
analysis  of  the  working  group's  status. 

Alternatively,  the  government  argues  that  the  work- 
ing group  is  not,  as  a  matter  of  law,  a  FACA  advisory 
committee  because  it  is  not  expected  to  offer  consen- 
sus advice.  In  making  this  argument,  the  government 
relies  on  a  regulation  issued  by  the  General  Services 
Administration: 

The  following  are  examples  of  advisory  meetings  or 
groups  not  covered  by  the  Act  or  this  subpart;  ...  (i)  Any 


meeting  initiated  by  a  Federal  official(s)  with  more  than 
one  individual  for  the  purpose  of  obtaining  the  advice  of 
individual  attendees  and  not  for  the  purpose  of  utilizing 
the  group  to  obtain  consensus  advice  or  recommenda- 
tions. However,  agencies  should  be  aware  that  such  a 
group  would  be  covered  by  the  Act  when  an  agency  ac- 
cepts the  group's  deliberations  as  a  source  of  consensus 
advice  or  recommendations. 

41  CF.R.  §  101-6.1004(1)  (1992). 

As  we  have  so  often  noted,  we  do  not  defer  to  an 
agency's  [••50]  construaion  of  a  statute  interpreted  by 
more  than  one  agency,  see,  e.g.,  FLRA  v.  Department  of 
Treasury.  280  U.S.  App.  D.C.  236,  884F.2d  1446,  1451 
(D.  C.  Cir  1989),  let  alone  one  applicable  to  all  agen- 
cies, see  Reporters  Comm.  for  Freedom  of  the  Press 
V.  Department  of  Justice,  259  U.S.  App.  D.C.  426, 
816  F.2d  730,  734  (D.C.  Cir  1987).  rev'd  on  other 
grounds,  489  U.S.  749.  103  L.  Ed.  2d  774.  109  S. 
Ct.  1468  (1989).  Nevertheless,  we  think  the  govern- 
ment's regulation  expresses  a  concept  similar  to  one  that 
we  Tmd  embedded  in  the  statute.  It  is  not  so  much 
that  a  group  is  not  a  FACA  advisory  comminee  unless 
it  gives  "consensus"  advice.  To  be  sure,  many  com- 
mittees are  convened  widi  that  expectation.  See,  e.g.. 
The  Commission  on  the  Future  of  Worker-Management 
Relations,  58  FR  27.311  (1993).  Others,  however,  are 
established  presumably  with  the  full  expectation  that  the 
positions  to  be  taken  and  the  advice  to  be  offered  may 
well  be  sharply  divided.  See,  e.g..  The  Presidential 
Commission  or  the  Assignment  of  Women  in  the  Armed 
Forces,  57  FR  49,394  (1992).  And  since  one  of  the  pur- 
poses of  FACA  is  to  [••SI]  achieve  some  balance,  and 
thereby  diverse  views  on  advisory  conunittees,  it  would 
be  passing  strange  if  FACA  only  applied  to  those  com- 
mittees that  would  offer  consensus  recommendations. 

The  point,  it  seems  to  us,  is  that  a  group  is  a  FACA 
advisory  committee  when  it  is  asked  to  render  advice  or 
reconmiendations,  as  a  group,  and  not  as  a  collection  of 
individuals.  The  group's  activities  are  expected  to,  and 
appear  to,  benefit  from  the  interaction  among  the  mem- 
ben  both  internally  and  externally.  Advisory  commit- 
tees not  only  provide  ideas  to  the  govenunem,  they  also 
often  bestow  political  legitimacy  on  that  advice.  As  the 
House  Committee  that  investigated  advisory  committees 
before  FACA's  passage  slated:  "The  work  produa  of  a 
committee  composed  of  distinguished  and  knowledge- 
able individuals  appointed  by  the  President  to  advise 
him  is  presumed  to  have  value  and  should  be  consid- 
ered." [•914]  H.R.  Rep.  No.  1731,  91st  Cong.,  2d 
Sess.  12(1970). 

Advisory  committees  are  not  just  mechanisms  for 
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transmitting  policy  advice  on  a  particular  subject  mat- 
ter to  the  govenunent.  These  comminees  also  pos- 
sess a  kind  of  political  legitimacy  as  representative  bod- 
ies. Membership  on  a  committee  is  often  highly  [**S2] 
prized  and  sought  after  because  it  carries  recognition 
and  rven  prestige.  When  the  executive  branch  endorses 
its  advice  and  seeks  to  promote  the  policy  course  sug- 
gested by  the  committee,  the  executive  branch  draws 
upon  the  committee's  political  legitimacy.  Congress' 
effort  to  enstire  that  these  committees  are  balanced  in 
terms  of  viewpoint  recognizes  their  usefulness  for  polit- 
ical (and  patronage)  purposes.  But  committees  bestow 
these  various  benefits  only  insofar  as  their  members  act 
as  a  group.  The  whole,  in  other  words,  must  be  greater 
than  the  sum  of  the  parts. 

Thus,  an  important  factor  in  determining  the  pres- 
ence of  an  advisory  committee  becomes  the  formality 
and  structure  of  the  group.  Judge  Gesell,  in  another  dis- 
trict court  case,  Nader  v.  Baroody,  396  E  Supp.  1231 
(D.D.C.  1975),  seems  to  have  approached  the  same  no- 
tion by  focusing  on  the  word  'established"  in  FACA. 
Nader  involved  meetings  between  an  assistant  to  the 
President  and  a  changing  slate  of  federal  officials  and 
private  seaor  groups.  See  id.  The  groups  met  for  the 
express  purpose  of  exchanging  views  on  a  variety  of 
subjects.  In  exempting  these  meetings  from  FACA,  the 
court  noted  [•*S3]  that  'the  committees  were  not  for- 
mally organized  and  there  is  little  or  no  continuity.  *  Id. 
at  1234. 

Since  form  is  a  factor,  it  would  appear  that  the  govern- 
ment has  a  good  deal  of  control  over  whether  a  group 
constitutes  a  FACA  advisory  committee.  Perhaps,  for 
that  reason,  it  is  a  rare  case  when  a  court  holds  that  a 
particular  group  is  a  FACA  advisory  committee  over  the 
objection  of  the  executive  branch.  In  order  to  implicate 
FACA,  the  President,  or  his  subordinates,  must  create  ah 
advisory  group  that  has,  in  targe  measure,  an  organized 
structure,  a  fixed  membership,  and  a  specific  purpose. 
The  government  suggests  that  the  working  groups,  com- 
posed as  they  are  of  a  crowd  of  340  virtually  anonymous 
persons,  do  not  bear  the  characteristics  of  the  paradigm 
FACA  advisory  committee.  That  may  well  be  so.  The 
working  groups,  as  a  whole,  seem  more  like  a  horde 
than  a  committee.  On  the  other  hand,  the  groups  have 
been  created  ("established")  with  a  good  deal  of  formal- 
ity and  perhaps  are  better  understood  as  a  number  of 
advisory  committees.  We  simply  caimot  determine  how 
to  classify  the  working  groups  based  on  the  record  before 
us. 

Fitudly,  the  government  claims  [**S4]  that  all  of  the 
members  of  the  working  groups  are  full-time  officers 
or  employees  of  the  govenunent,  and,  for  that  reason 


alone,  the  working  groups  are  not  FACA  advisory  com- 
mittees. The  three-hundred  members  drawn  from  the 
agencies,  the  Executive  Office  of  the  President,  and 
ftom  the  congressional  staffs  are  concededly  within  that 
category.  The  working  group  also  includes,  however, 
40  "special  govenunent  employees."  The  government 
claims  that  these  individuals  are  also  "fiiU-time"  govern- 
ment employees,  even  though  they  have  been  employed 
by  an  agency  or  the  Executive  Office  of  the  President 
for  less  than  130  days  in  a  year,  some  without  compen- 
sation. The  record  does  not  reflect  where  these  per- 
sons come  from,  nor  does  it  show  how  many  hours  they 
work.  We  are,  moreover,  unsure  whether  FACA's  defi- 
nition of  "fiill-time"  extends  to  a  person  who  works  for 
the  government  for  less  than  130  days  out  of  a  year.  The 
govenunent  directs  us  to  the  conflict  of  interest  provi- 
sions of  Title  18,  which  define  a  'special  Govenunent 
employee"  as: 

an  officer  or  employee  of  the  executive  or  legislative 
branch  of  the  United  States  Government ...  who  is  re- 
tained, designated,  appointed,  or  employed  to  perform, 
[♦•55]  with  or  without  compensation,  for  not  to  exceed 
[130]  days  during  any  period  of  [365]  consecutive  days, 
temporary  duties  either  on  a  full-time  or  intermittent  ba- 
sis. 

18  U.S.C.  §  202(a)  (1988)  (emphasis  added).  The  gov- 
ernment argues  that  section  202  clearly  implies  that  a 
temporary  employee  can  be  "fiill-time."  Intermittent  (or 
non-full-time)  applies,  according  to  the  government,  to 
those  who  work  less  than  a  full  day. 

[•915]  We  do  not  believe  section  202(a)  helps  the 
govenunent.  Just  as  we  did  not  read  5  U.S.C.  §§  2104. 
2105  to  govern  the  question  of  whether  Mrs.  Qinton 
is  a  federal  officer  or  employee,  we  do  not  think  that 
Title  18's  definitions  should  necessarily  control  FACA. 
We  must  construe  FACA  in  light  of  its  purpose  to  reg- 
ulate the  growth  and  operation  of  advisory  comminees. 
FACA  would  be  rather  easy  to  avoid  if  an  agency  could 
simply  appoint  10  private  citizens  as  special  government 
employees  for  two  days,  and  then  have  the  committee  re- 
ceive the  section  3(2)  exemption  as  a  body  composed  of 
full-time  government  employees.  Moreover,  section  202 
contrasts  "full-time"  with  "intermittent,"  and  so  "full- 
time"  [••56]  seems  to  mean  no  more  than  not  "intermit- 
tent." There  is  no  reason  to  think  that  not  "intermittent" 
for  section  202  purposes  has  any  bearing  on  whether  the 
employee  is  "full-time"  for  FACA  purposes.  Whether 
the  special  government  employees  are  full-time,  how- 
ever, is,  in  pan,  a  factual  issue  that  was  not  developed 
below  due  to  the  lack  of  discovery. 

A  third  class  of  persons  are  described  as  consultants. 
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According  to  the  govemraent.  the  consultants  attend 
meetings  on  an  intennitient  basis,  with  or  without  com- 
pensation, and  have  no  "supervisory  role  or  decision- 
making authority."  Drawn  from  the  ranks  of  the  med- 
ical profession,  the  academy,  and  from  business,  they 
only  provide  information  and  opinion.  These  consul- 
tants raise  a  different  question  from  that  presented  by 
the  other  two  classes  of  working  group  employees.  The 
key  issue,  it  seems  to  us,  is  not  whether  these  consul- 
tants are  "fiiU-time"  government  employees  under  sec- 
tion 3(2).  but  whether  they  can  be  considered  members 
of  the  working  group  at  all.  When  an  advisory  commit- 
tee of  wholly  government  officials  brings  in  a  "consul- 
tant" for  a  one-time  meeting,  FACA  is  not  triggered  be- 
cause the  consultant  is  not  really  a  member  of  the  ["ST] 
advisory  comminee.  In  that  simation.  the  relationship 
between  the  temporary  consultant  and  committee  is  very 
similar  to  the  one  between  the  White  House  officials 
and  various  private  sector  representatives  exempted  from 
FACA  in  Nader.  Wt  are  confident  that  Congress  did  not 
intend  FACA  to  extend  to  episodic  meetings  between 
government  officials  and  a  consultant.  To  do  so  would 
achieve  the  absurd  result  Public  Citizen  warned  against: 
reading  FACA  to  cover  every  instance  when  the  President 
(or  an  agency)  informally  seeks  advice  from  two  or  mor« 
private  citizens. 

But  a  consultant  may  still  be  properly  described  as  a 
memberof  an  advisory  committee  if  his  involvement  and 
role  are  fimctionally  indistinguishable  from  those  of  the 
other  members.  Whether  they  exercise  any  supervisory 
or  decisionmaking  authority  is  irrelevant.  If  a  "consul- 
tant" regularly  attends  and  fully  participates  in  working 
group  meetings  as  if  he  were  a  "member,"  he  should  be 
regarded  as  a  member.  Then  his  status  as  a  private  citi- 
zen would  disqualify  the  working  group  from  the  section 
3(2)  exemption  for  meetings  of  full-time  government  of- 
ficials. 


When  we  examine  a  particular  group  or  committee  to 
[••58]  determine  whether  FACA  applies,  we  must  bear 
in  mind  that  a  range  of  variations  exist  in  terras  of  the 
purpose,  strucmre.  and  personnel  of  the  group.  Perhaps 
it  is  best  characterized  as  a  continuum.  At  one  end  one 
can  visualize  a  formal  group  of  a  limited  number  of  pri- 
vate citizens  who  are  brought  together  to  give  publicized 
advice  as  a  group.  That  model  would  seem  covered  by 
the  statute  regardless  of  otlier  fortuities  such  as  whether 
the  members  are  called  "consultanu. "  At  the  other  end  of 
the  continuum  is  an  unstrticmred  arrangement  in  which 
the  government  seeks  advice  from  what  is  only  a  col- 
lection of  individuals  who  do  not  significantly  interact 
with  each  other.  That  model,  we  think,  does  not  trigger 


FACA. 

W!  simply  have  insufficient  material  in  the  record  to 
determine  the  character  of  the  working  group  and  its 
members.  \M:  understand  why  the  district  coun.  be- 
lieving the  Task  Force  covered  by  FACA.  thought  it  un- 
necessary and  inappropriate  to  put  the  working  group 
under  further  scrutiny.  But.  as  we  have  indicated,  be- 
cause we  differ  with  the  distria  coun  concerning  the 
Task  Force,  we  believe  ftirther  proceedings,  including 
expedited  [•916]  discovery,  are  necessary  before  the 
district  court  [••59]  can  confidently  decide  whether  the 
working  group  is  a  FACA  committee. 

Accordingly,  we  reverse  the  district  coun  and  lift  the 
preliminary  injunction  on  the  operations  of  the  Task 
Force.  The  Task  Force  need  not  comply  with  the  re- 
quirements of  FACA  because  it  is  a  committee  composed 
wholly  of  full-time  government  officials.  V^fe  also  re- 
verse the  district  court's  dismissal  of  appellees'  claims 
as  to  the  working  group  under  Rule  12(bK6).  VW;  remand 
for  fimher  proceedings,  including  expedited  discovery, 
regarding  the  working  group. 

So  ordered. 

CONCURBY:  BUCKLEY 

CONCUR:  Buckley,  Circuit  Judge,  concurring  in  the 
judgment:  I  admit  at  the  outset  the  persuasive  force  of 
the  majority's  opinion~a  force  derived,  I  think,  from  a 
comparison  of  the  most  obvious  facts  of  this  case  with 
those  of  Public  Citizen  v.  United  States  Department  of 
Justice,  491  U.S.  440.  105  L.  Ed.  2d  377.  109  S.  Q. 
25SS  (1989).  Public  Citizen  interpreted  the  woitl  "uti- 
lized" so  as  to  exclude  the  Justice  E>epartmcnt's  use  of  a 
committee  of  the  American  Bar  Association  whose  only 
mission  was  to  advise  on  appointments  to  the  federal  ju- 
diciary. In  concluding  that  Congress  did  not  intend  to 
subjea  the  ABA  Comminee  on  the  Judiciary  to  FACA's 
[••60]  requirements,  the  Court  acknowledged  that  what 
"tipped  the  balance  decisively  against  FACA's  applica- 
tion, "  id.  at  465.  was  the  'cardinal  principle"  that  where 
"a  serious  doubt  of  constitutionality  is  raised,  ...  the 
Court  will  first  ascertain  whether  a  construction  of  the 
statute  is  fairiy  possible  by  which  the  question  may  be 
avoided. "  Id.  at  465-66.  Here,  to  achieve  a  similar  end, 
we  are  asked  only  to  stretch  the  phrase  "officer  or  em- 
ployee of  the  Federal  Government"  far  enough  to  include 
a  person  who  is  greeted  like  a  head  of  state,  guarded  by 
the  Secret  Service,  and  fimded  from  the  public  fisc.  On 
first  appearances.  Public  Citizen  would  seem  to  support 
both  the  majority's  result  aiul  the  reasoning  used  to  reach 
it. 

If  this  case  is  to  be  distinguished  from  Public  Citizen, 
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it  is  not  because  of  a  lack  of  gravity  in  the  constitutional 
issues  it  presents.  In  United  States  v.  Nixon,  418  U.S. 
683,  41 L.  Ed.  2d  1039,  94  S.  Q.  3090  (1974)  ("Nixon 
I  *),  and  Nixon  v.  Administrator  of  General  Services, 
433  U.S.  425,  53  L.  Ed.  2d  867,  97 S.  Ct.  2777(1977) 
(*Nixon  n  *),  the  Supreme  Court  recognized  a  constitu- 
tionally grounded  [**61]  doctrine  of  executive  privilege 
which  holds  that  Presidential  communications  are  pre- 
sumptively privileged  against  disclosure: 

Human  experience  teaches  that  those  who  expea  public 
dissemination  of  their  remarks  may  well  temper  candor 
with  a  concern  for  appearances  and  for  their  own  inter- 
ests to  the  detriment  of  the  decisioiunaking  process.... 


A  President  ...  must  be  free  to  explore  alternatives  in 
the  process  of  shaping  policies  and  making  decisions  and 
to  do  so  in  a  way  many  would  be  unwilling  to  express 
except  privately.  These  are  the  considerations  justify- 
ing a  presumptive  privilege  for  Presidential  communi- 
cations. The  privilege  is  fimdamental  to  the  operation 
of  Government  and  inextricably  rooted  in  the  separation 
of  powers  under  the  Constitution. 

Nixon  1.  418  U.S.  at  705.  708.  The  Court  found  that 
this  privilege  extends 

to  communications  in  performance  of  a  President's  re- 
sponsibilities ...  and  made  in  the  process  of  shaping 
policies  and  making  decisions. 

Nixon  11,  433  U.S.  at  449  (quoting  Nixon  1,  418  U.S.  at 
708,  711,  7/iHintemal  quotation  marks,  [••62]  brack- 
ets, and  citations  omitted).  And  it  set  forth  standards  for 
evaluating  intrusions  on  privileged  communications: 

In  determining  whether  the  Act  disrupts  the  proper  bal- 
ance between  the  coordinate  branches,  the  proper  inquiry 
focuses  on  the  extent  to  which  it  prevents  the  Executive 
Branch  from  accomplishing  its  constimiionally  assigned 
functions.  Only  where  the  potential  for  disruption  is 
present  must  we  then  determine  whether  that  impact  is 
justified  by  an  overriding  need  to  promote  [•917]  ob- 
jectives within  the  constitutional  authority  of  Congress. 

Id.  at  443  (citations  to  Nixon  I  omitted). 

We  confront  in  this  case  a  task  force  consisting  of 
the  President's  closest  advisors  that  was  established  to 


address  a  paramount  political  priority.  Because  it  in- 
cluded his  wife-by  all  accounts,  a  person  whose  policy 
advice  he  has  relied  on  throughout  his  public  life— the 
lltsk  Force  on  National  Health  Care  Reform  arguably 
was  bound  by  law  to  condua  its  proceedings  in  pub- 
lic. Given  these  circumstances,  the  considerations  an- 
imating the  Presidential  privilege,  like  the  President's 
claim  of  privilege  itself,  are  before  us  in  pointed  fash- 
ion. My  colleagues,  sensing  the  weight  of  these  [**63] 
issues,  hold  that  we  may  avoid  addressing  them  through 
'prudent  use'  of  Public  Citizen's  'maxim  of  statutory 
construction.'  Maj.  Op.  at  p.  23, 1  caimot  agree. 

I  begin  with  the  axiom  that  in  imerpreting  a  statute,  a 
court  must  ascertain  the  will  of  the  enacting  Congress. 
Here  I  admit  to  detecting  something  of  an  implicit 
argument  in  the  Govenunent's  pleadings  before  this 
court.  To  the  extent  that  it  may  be  discerned,  this  ar- 
gimient  begins  with  an  assiunption  that  Public  Citizen 
's  restilt  could  not  have  been  reached  through  genuine 
interpretation— interpretation  that  is  consistent  with  the 
will  of  Congress-and  ends  with  the  conclusion  that 
Public  Citizen  authorizes  courts  to  avoid  constitutional 
issues  by  ascribing  implausible  meanings  to  the  most 
imambiguous  language.  The  suggestion,  I  admit,  is 
tempting.  But  it  is  also  barred  by  the  very  decision 
on  which  the  Government  places  its  principal  reliance. 
Public  Citizen  states  explicitly  that  courts  'cannot  press 
statutory  construaion  to  the  point  of  disingenuous  eva- 
sion, even  to  avoid  a  constitutional  question.'  491  U.S. 
at  467  (internal  quotation  marks  and  citation  omitted). 

The  weakness  of  [••64]  die  position  that  FACA 
may  be  interpreted  to  exclude  the  Task  Force  is  sug- 
gested by  the  Government's  vacillation  on  the  question 
of  Mrs.  Clinton's  status.  Before  the  district  court,  the 
Govermnent  argued  that  the  Task  Force  was  not  subject 
to  FACA  because  Mrs.  Clinton  was  the  functional  equiv- 
alent of  a  federal  employee.  In  its  opening  brief  here, 
it  argued  that  she  was  either  an  officer  or  an  employee 
without  saying  which.  On  reply,  it  said  explicitly  that 
Mrs.  Clinton  was  an  'officer."  And  at  argument,  it  re- 
treated to  ambiguity  and  again  refused  to  categorize  her. 
In  fact,  the  Government's  only  consistent  position  has 
been  that  FACA  is  not  subject  to  those  statutory  defi- 
nitions of  "officer"  and  "employee"  that  most  logically 
apply  to  it. 

FACA  appears  in  the  appendix  to  Title  5  of  the  United 
States  Code.  Sections  2104  and  2105  of  Title  5  contain 
the  following  defmitions: 

§  2104.  Officer 

(a)  For  the  purpose  of  this  title,  "officer",  except  as 
otherwise  provided  by  this  section  or  when  specifically 
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modifled,  means  a  justice  or  judge  of  the  United  States 
and  an  individual  who  is— 

(1)  required  by  law  to  be  appointed  in  the  civil  service 
by  one  of  the  following  acting  [**65]  in  an  official 
capacity— 

(A)  the  President; 

(B)  a  court  of  the  United  States; 

(Q  the  head  of  an  Executive  agency;  or 
(D)  the  Secretary  of  a  military  department; 

(2)  engaged  in  the  performance  of  a  Federal  function 
under  authority  of  law  or  an  Executive  act;  and 

(3)  subject  to  the  supervision  of  an  authority  named  by 
paragraph  (1)  of  this  section,  or  the  Judicial  Conference 
of  the  United  States,  while  engaged  in  the  performance 
of  the  duties  of  his  office. . . . 

§  2105.  En^loyee 

(a)  For  the  purpose  of  this  title,  'employee',  except  as 
otherwise  provided  by  this  section  or  when  specifically 
modified,  means  an  officer  and  an  individual  who  is— 

(1)  appointed  in  the  civil  service  by  one  of  the  following 
acting  in  an  official  capacity- 

(A)  the  President; 

[*9181  (B)  a  Member  or  Members  of  Congress,  or  (he 
Congress; 

(C)  a  member  of  a  uniformed  service; 

(D)  an  individual  who  is  an  employee  under  this  section: 

(E)  the  head  of  a  Government  controlled  corporation:  or 

(F)  an  adjutant  general  designated  by  the  Secretary  con- 
cerned under  section  709(c)  of  title  32: 

(2)  engaged  in  the  performance  of  a  Federal  function 
under  authority  of  law  or  an  Executive  [**66]  act;  and 

(3)  subject  to  the  supervision  of  an  individual  named  by 
paragraph  (1)  of  this  subsection  while  engaged  in  the 
performance  of  the  duties  of  his  position. . . . 

5  U.S.C.  §9  2i04.  210S  (emphasis  added). 


The  coimnon  denominator  of  these  provisions  is  the 
requirement  that  both  officers  and  employees  be  'ap- 
pointed in  the  civil  service.'  In  the  Executive  Branch, 
the  civil  service  consists  of  (1)  positions  requiring  Senate 
confirmation.  (2)  the  'Senior  Executive  Service,'  (3) 
the  'competitive  service,*  and  (4)  'positions  which  are 
specifically  excepted  from  the  competitive  service  by 
or  under  statute.'  5  U.S.C.  S  2102(3).  Mrs.  Clinton 
does  not  wear  any  of  these  labels.  See,  e.g..  5  U.S.C. 
S  3I32(3l)(2)  (defming  'Senior  Executive  Service  posi- 
tion'). The  (jovemment's  (and  the  majority's)  strategy, 
then,  is  to  argue  that  she  need  not  satisfy  the  section 
2104  and  210S  definitions  because  they  do  not  apply 
to  FACA.  Specifically,  because  FACA  has  been  codified 
in  an  appendix  to  Title  S,  not  in  the  title  proper,  the 
Government  contends  that  the  sections  do  not  govern 
the  meaning  [••67]  of  'officer*  and  'employee'  as  used 
in  the  definition  of  'advisory  committee.'  For  several 
reasons,  1  disagree. 

First,  there  is  the  plain  meaning  of  the  statutory  lan- 
guage. An  appendix  to  a  title  of  the  United  States  Code 
necessarily  qualifies  as  a  part  of  that  title.  If  it  did 
not,  then  the  appendix  would  be  part  of  no  title  what- 
ever and  would  be  an  appendix  to  the  Code  as  a  whole. 
Yet  FACA  appean  in  the  Code  under  the  banner,  'Title 
S.  Appendix.'  Because  sections  2104  and  2105  state 
plainly  that  they  apply  'for  the  purpose  of  Title  5,  and 
because  FACA  is  a  part  of  that  title,  the  definitions  apply 
to  FACA. 

Second,  Congress  surely  knew  that  FACA  would  be 
codified  tmder  Title  5.  The  same  statute  that  adopted 
seaions  2104  and  2105  also  stipulated  that  Title  5  be 
captioned:  'Government  Organization  and  Employees. ' 
Pub.  L.  No.  89-554,  80  Stat.  378,  408-09  (1966).  A 
glance  at  the  captions  of  the  remaining  49  titles  in  the 
CUxie  confirms  that  Title  5  is  the  only  one  under  which 
FACA  could  have  been  codified. 

Third,  there  are  the  praaical  considerations.  The 
Ethics  in  Government  Act,  codified  alongside  FACA 
in  Title  5's  appendix,  requires  financial  disclosures 
from  "each  officer  or  employee  (••68]  in  the  exec- 
utive branch'  who  meets  certain  criteria.  Ethics  in 
Government  Aa  of  1978,  5  U.S.C.  App.  3.  §5  101(a), 
101(0(3)  (1991  Supp.).  FACA  imposes  open-meeting 
and  other  requirements  on  conmiittees  not  'composed 
wholly  of  full-time  officers  or  employees  of  the  Federal 
Government.'  5  U.S.C.  App.  1.  §  3(2)  (1988).  And, 
although  each  of  those  stamtes  contains  a  sizable  defi- 
nitional section,  neither  defines  either  'officer'  or  "em- 
ployee.' See  5  17.5.  C.  App.  ;.  §  3  (1988);  5  U.S.C.  App. 
3.  §  109  (1991  Supp.).  The  Government  telb  us  that 
those  terms  are  intentionally  left  undefmed  even  though 
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Congress  took  the  trouble,  in  those  statutes,  to  define 
tenns  that  are  of  far  less  significance.  See,  e.g. ,  5  U.S.  C. 
App.  J,  S  3(4)  (1988)  ("The  term  'Presidential  advisory 
committee'  means  an  advisory  committee  which  advises 
the  Presidcnl'):  5  U.S.C.  App.  3.  5  109(3)  (1991  Supp.) 
(*  'designated  agency  ethics  official'  means  an  officer 
or  employee  who  is  designated  to  administer  the  provi- 
sions [**69]  ofthis  title  withinanagency*).  But  without 
definitions  of  'ofBcer*  and  'employee,*  neither  statute 
could  be  sensibly  administered.  The  better  explanation 
for  the  absence  of  these  definitions  is  that  their  repetition 
in  FACA  and  the  Ethics  in  Government  Act  would  have 
been  redundant. 

Finally,  there  is  the  :^)parent  reasoning  behind  FACA's 
location  in  Title  S's  appendix.  The  United  States  Code 
is  published  pursuam  to  J  U.S.C.  §S  201-13  (1988). 
That  law  [*919]  requires  the  codification  of  new  laws 
in  annual  Code  supplements  and  permits  the  publication 
of  an  entirely  new  Code  every  five  years.  See  id.  § 
202.  Thus,  the  cuticm  United  States  C^ode  and  sup- 
plement contain  all  laws  of  the  United  States  that  are 
'general  and  permanent  in  their  nature.'  Id.  §  204(a). 
As  of  1988.  ten  of  the  fifty  U.S.C  titles  contained  an 
appendix.  See  S.  10.  11,  18,  26,  28,  40,  46,  49, 
SO  U.S.C  (1988).  Some  statutes  have  been  placed  in 
appendices  because,  while  considered  more  than  tem- 
porary, they  are  viewed  as  less  than  permanent  addi- 
tions to  the  Code.  See  40  U.S.C  App.  (Appalachian 
Regional  Developmem  Act  of  1965).  Other  statutes 
have  been  relegated  to  appendices  [**70]  because  they 
were  not  enacted  directly  by  Congress.  See  1 1  U.S.C 
App.  (Bankruptcy  Rules  and  Official  Forms  as  promul- 
gated by  Supreme  Court  pursuam  to  28  U.S.C.  §  2075). 
With  respect  to  Title  S.  Congress  has  divided  it  into 
three  parts:  "The  Agencies  Generally"  (Part  I),  "Civil 
Service  Functions  and  Responsibilities'  (Part  II),  and 
•Employees'  (Part  lU).  See  Pub.  L.  No.  -89-554.  80 
Stat.  378  (1966).  as  amended  by  Pub.  L.  No.  96-54, 
§  2(aKl).  93  Stat.  381  (1979).  An  appendix  to  Tide 
5,  then,  is  the  natural  place  to  codify  statutes  that  relate 
to  'Government  Organization  and  Employees*  but  do 
not  pertain  to  "The  Agencies  Generally.'  'Civil  Service 
Functions  and  Responsibilities,'  or  'Employees."  As  of 
1988,  five  acts,  including  FACA,  had  been  codified  in 
Title  S's  appendix.  None  of  these  fits  within  any  of  the 
three  pigeonholes  into  which  the  main  body  of  the  title 
has  been  divided. 

As  against  all  of  this— the  statute's  plain  language,  the 
imputed  knowledge  of  its  draftsmen,  the  practical  need 
for  Title  S's  definitions  to  apply  to  its  appendix,  and 
the  apparent  reasons  for  FACA's  placemeu  diere— the 
Government  can  offer  a  bare  shred  [**71]  of  legislative 
history.  It  points  out  that  the  Senate  version  of  FACA  ex- 


plicitly incorporated  the  Title  5  definitions  of  'officer' 
and  "employee."  but  that  these  were  dropped  at  confer- 
ence. The  question,  of  course,  is  whether  the  conferees 
discarded  the  definitions  because  they  were  redundam 
(as  FACA  was  destined  for  codification  under  Title  5), 
or  because  they  wished  the  definitions  not  to  apply  to 
FACA. 

The  evidence  on  this  issue  consists  of  state- 
ments from  the  repons  of  the  Senate  Committee 
on  Government  Operations  and  the  House-Senate 
Conference  Committee.  Referring  to  the  section  of  the 
Senate  bill  that  incorporated  definitions  to  be  found  in 
the  main  body  of  Title  5,  namely,  those  for  'agency' 
(5  U.S.C.  §  55/(1)),  'officer*  (5  U.S.C.  §  2704).  and 
'employee"  (5  U.S.C.  §  2105),  the  Senate  Report  stated 
only  that  these  three  definitions  had  'been  chosen  to 
give  die  broadest  interpretation  to  the  coverage  com- 
mensurate with  generally  accepted  principles  of  law.'  S. 
Rep.  No.  1098,  92d  Cong.,  2d  Sess.  8  (1972).  The 
Conference  Committee  Report  merely  noted  that  'the 
conference  [**72]  substitute  deletes  the  Senate  amend- 
ment definitions  of  "officer'  and  "employee.'  '  H.R. 
Conf.  Rep.  No.  1403.  92d  Cong..  2d  Sess.  9  (1972). 
The  definition  of  'agency,"  however,  was  retained. 

The  (jovemment  infers,  from  the  deletion  of  two  of 
the  Senate  definitions  and  the  retention  of  the  third,  that 
the  conferees  found  the  definitions  of  'officer"  and  "em- 
ployee" inapplicable  to  FACA.  There  is  a  far  more  plau- 
sible explanation.  As  sections  2104  ("officer")  and  2105 
("employee")  were  applicable  to  all  statutes  codified  un- 
der Title  5,  they  were  superfluous.  The  definition  of 
"agency,"  by  contrast,  a^jpears  under  the  heading,  'For 
the  purpose  of  this  subchapter-,'  5  U.S.C.  §  551  (em- 
phasis added),  and  therefore  would  not  apply  to  FACA 
unless  specifically  incorporated  into  that  Act. 

Even  if  we  could  disregard  the  definitions  found  in 
Title  5,  we  would  still  be  compelled  to  attach  meanings 
to  the  words  "officer*  and  *eniployee'  that  Congress 
might  reasonably  have  bad  in  mind,  lb  this  end,  I  have 
examined  other  sources  for  definitions  of  these  terms. 
At  the  outset,  1  dismiss  the  possibility  that  Mrs.  Giiuon 
might  be  considered  an  employee.  In  these  proceedings, 
[**73]  the  Government  has  not  attempted  to  argue  that 
Mrs.  Ginton  is  an  employee  for  purposes  of  FACA— 
no  doubt  because  her  services  are  unpaid.  Cf.  Black's 
Law  Diaionary  471  (5th  ed.  1979)  (defining  employee 
as  "one  who  works  for  an  employer;  a  person  working 
for  salary  or  wages").  And  while  the  majority  [*920] 
does  assert  that  Mrs.  Clinton  'could  still  be  regarded  as 
an  "employee'  "  under  FACA.  Maj.  Op.  at  p.  10,  it 
too  lacks  an  argument  in  support  of  the  proposition.  In 
panicular,  it  ignores  the  fact  that,  while  subsections  (a) 
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and  (b)  of  J  U.S.C.  S  lOS  explicitly  *authorize[  ]*  the 
President  *to  appoint  and  fix  the  pay  of  pVhite  House] 
employees,*  subsection  10S(e),  the  statutory  acknowl- 
edgment of  the  First  Lady's  role,  is  carefully  phrased 
so  as  not  to  authorize  her  appointment  as  an  employee 
or  any  remoneration  for  her  services.  An  'unpaid  em- 
ployee* is  an  oxymoron,  although  an  'unpaid  officer'  is 
not.  FACA's  strictnres  can  be  avoided,  then,  only  if  it 
can  credibly  be  argued  that  Mn.  Clinton  is  an  officer  of 
the  Federal  Govemmem.  I  can  find  no  such  argument. 

lb  begin  with  the  begiiming.  the  Constitution  imposes 
certain  requirements  on  those  [**74]  who  are  to  serve  as 
officers  of  the  United  States.  Such  persons  must  be  ap- 
pointed by  the  President  with  the  consent  of  the  Senate 
unless  Congress,  by  law,  has  vested  the  power  of  ap- 
pointment 'in  the  President  alone,  in  the  Courts  of  Law, 
or  in  the  Heads  of  DqMitments,*  U.S.  Const,  art.  n,  J 
2,  cl.  2.  Furthermore,  all  ofGcers  must  take  an  oath  to 
support  the  ConstitiitioiL  Id.,  art.  VI,  cl.  3.  Congress 
has  enacted  laws  to  implement  these  requirements.  See, 
e.g..  5  U.S.C.  i  3331  (ofBcers  of  the  United  States  re- 
quiied'to  swear  an  oath);  5  U.S.C.  i  2906  (officers'  oath 
to  be  "preserved*);  5  U.S.C.  5  2902  ("officers  appointed 
by  the  President"  must  have  commissions  made  out  and 
sealed  by  the  Secretary  of  State);  5  U.S.C.  H  3333.  Ti  1 1 
(anyone  who  accepts  either  'office  or  employment  in  the 
Government  of  the  United  States'  required  to  swear  their 
loyalty  by  affidavit).  We  have  received  no  indication  that 
any  of  these  requirements  have  been  met  with  regard  to 
Mrs.  Qinton. 

Mote  generally,  an  oflicer  implies  an  office,  and  an 
office  implies  [••75]  duties.  Tide  1  of  the  United  States 
Code  defines  "officer'  by  reference  to  an  'office'  with 
'duties*—*  "officer'  inrliKlw  any  person  authorized  by 
law  to  perform  the  duties  of  the  office.'  /  U.S.C.  §  7. 
And  the  Supreme  Court  has  interpreted  'officer'  simi- 
larly with  reference  to  the  Constitution.  In  Bumap  v. 
Umted  States,  252  U.S.  512.  516.  64  L.  Ed.  692.  40 
S.  O.  374  (1920).  the  Coun  reasoned:  'Whether  the 
incumbent  is  an  officer  or  an  employee  is  determined  by 
the  maimer  in  which  Congress  has  specifically  provided 
for  the  creation  of  the  several  positions,  their  duties  and 
appointment  thereto."  Btimap  held  that  a  'landscape  ar- 
chitect* was  an  employee,  not  an  officer,  because  'there 
[was]  no  statute  which  creates  an  office  of  landscape 
architect ...  nor  any  which  defines  the  duties  of  the  po- 
sition,* id.  at  517.  and  because  'there  [was]  no  statute 
which  provides  specifically  by  whom  the  landscape  ar- 
chitect ...  shall  be  appointed.'  Id. 

The  undoubted  value  of  the  services  that  the  wives  of 
Presidents  have  rendered  their  husbands  and  their  coun- 
try notwithstanding,  it  caimot  be  said  that  they  have 


occupied  an  [••76]  office  with  duties.  The  provision 
of  the  U.S.  Code  on  which  the  majority  relies,  3  U.S.  C. 
9  105(c),  is  carefiilly  phrased  so  as  not  to  name  a  posi- 
tion or  prescribe  duties  a  President's  spouse  is  to  fulfill. 
In  fact,  section  10S(e),  strictly  speaking,  does  not  even 
authorize  a  First  Lady  to  assist  the  President;  rather  it 
authorizes  federal  employees  to  assist  the  First  Lady, 
and,  in  the  course  of  doing  so,  acknowledges  the  assis- 
tance that  First  Ladies  conmionly  render  their  spouses. 
In  sum,  Mrs.  Clinton  carries  none  of  the  indicia  of  a 
federal  officer.  She  has  neither  been  appointed  to  nor 
confirmed  in  the  position  of  'First  Lady, '  she  has  taken 
no  oath  of  office,  and  she  neither  holds  a  statutory  office 
nor  performs  stamtoty  duties. 

Having  searched  the  U.S.  Code  and  the  Govemme:it's 
briefs  in  vain  for  definitions  of  'officer'  that  might  give 
aid  and  comfort  to  the  Government,  I  conclude  that  un- 
der any  fair  interpretation  of  the  term,  Mrs.  Clinton 
is  not  an  officer  of  the  United  States.  But  to  complete 
this  tour  through  the  statute  books,  1  note  that  section 
lOS(e)  does  not,  as  the  Government  and  the  majority 
contend,  require  a  fmding  [••77]  that  Congress  has  ac- 
knowledged that  a  President's  spouse  performs  the  du- 
ties of  an  officer.  Another  direct  congressional  statement 
on  the  subject  of  the  First  Lady's  duties  appears  in  the 
Anti-Nepotism  Act.  That  Act  declares  that  public  offi- 
cials (expressly  including  'the  President")  may  ["921] 
not  employ  relatives  (expressly  including  a  'wife')  in 
'a  civilian  position  in  the  agency  in  which  be  is  serving 
or  over  which  he  exercises  jurisdiction  or  control.'  5 
U.S.C.  §  3110(i),  (b).  The  use  of  the  defmite  article  in 
the  phrase  'the  agency  in  which  he  is  serving'  appears 
to  imply  that  every  'public  official'  belongs  to  some 
agency  and  that  their  relatives  may  not  be  employed 
in  that  agency,  whatever  it  happens  to  be.  Moreover, 
as  a  matter  of  policy  and  consistency,  the  restrictions 
on  the  President  under  the  Anti-Nepotism  Aa  must  be 
viewed  to  be  as  broad  as  the  Executive  Branch:  It  is 
incoiuxivable  that  Congress,  in  combatting  nepotism, 
intended  to  forbid  Mrs.  Clinton's  service  as  Attorney 
General  while  permitting  her  appointment  as  National 
Security  Advisor.  Viewed  purely  as  a  matter  of  con- 
gressional intent,  the  argument  that  the  Anti-Nepotism 
Act  [••78]  applies  only  to  the  Departments  and  not  to 
the  White  House,  see  Maj.  Op.  at  p.  12,  is  a  weak  one. 
As  a  result,  any  gravitational  pull  exerted  in  the  direc- 
tion of  congressional  acceptance  of  a  President's  spouse 
as  a  'de  faao  officer'  attributable  to  section  lOS(e)  is 
overwhelmed  by  the  opposite  force  exerted  by  the  Anti- 
Nepotism  Aa. 

One  final  consideration.  Although  we  may  assume 
that,  when  drafting  FACA,  Congress  gave  no  thought  to 
the  possibility  that  a  President  might  appoint  his  spouse 


390 


997  F.2<1  898,  •921;  1993  U.S.  App.  LEXIS  14831,  **78; 
21  Media  L.  Rep.  170S:  302  U.S.  App.  D.C  208 


Page  77 
LEXSEE 


to  an  advisory  comminee,  we  may  not  assume  that  it 
failed  to  contemplate  the  relationship  between  FACA  and 
the  legal  obligations  and  sanctions  imposed  on  officers 
and  employees  of  the  Federal  Government. 

As  one  reviews  the  affidavit  filed  with  the  district 
court  by  Ira  Magaziner;  Senior  Advisor  to  the  President 
for  Policy  Development,  one  is  struck  by  the  fact  that 
every  member  of  the  Ibsk  Force  and  Interdepartmental 
Working  Group,  but  one,  was  subject  to  one  or  more 
of  the  statutes  that  Congress  has  enacted  to  ensure  the 
propo'  conduct  of  memben  of  the  Federal  Govenmient- 
-the  'insiders,*  as  the  Government  describes  those  who 
qualify  as  'fiill-tiine  officers  and  employees*  within  the 
[**79]  meaning  of  FACA.  These  laws  impose  bur- 
densome ethics  requirements.  See,  e.g..  Ethics  in 
Government  Act  of  1978.  5  U.S.C.  App.  3,  §  101(0(3) 
(1991  Siq>p.)  (applying  financial  disclosure  require- 
ments on  all  hi^ier  paid  'officers  and  employees*  in 
the  Executive  Branch);  id.  S§  501(aKl),  S0S(2)  (1991 
Supp.)  (allying  outside  income  limitations  on  all 
higher  paid  officers  and  employees  except  'special  gov- 
ernment employees');  18  U.S.C.  S  205  (1991  Supp.) 
(prohibiting  any  'officer  or  employee'  from  represent- 
ing outsiders  in  'matters  affecting  the  Government'); 
id.  §  207  (prohibiting  anyone  who  formerly  was  an 
'officer  or  employee'  fitom  participating  in  certain  gov- 
ernmental proceedings  and  decisions  after  leaving  gov- 
ernment employment);  id.  §  208  (prohibiting  an  'of- 
ficer or  employee"  from  'participating  personally*  in 
a  [natter  affecting  *a  financial  interest');  5  U.S.C.  § 
7324  (1988)  (prohibiting  an  'employee  in  an  Executive 
agency*  from  taking  'an  active  part*  in  political  cam- 
paigns). And  even  tbou^  the  Government  argues  that 
the  Interdepartmental  )M)rking  Group  was  not  [**80]  an 
advisory  committee  within  the  meaning  of  FACA,  Mr. 
Magaziner  nevertheless  took  paiiu  to  stress  the  fact  that 
every  member  of  and  consultant  to  the  Group— whether  a 
regular  or  special  government  employee,  whether  work- 
ing full  time  or  part,  for  pay  or  without— was  required 
to  file  a  financial  disclosure  statement  and  to  comply 
with  other  requirements  of  these  laws.  See  Magaziner 
Affidavit,  Gov't  App.  at  41-43. 

These  requirements,  then,  appear  as  a  signal  distinc- 
tion between  what  would  normally  be  considered  to 
be  'inside'  and  'outside'  members  of  advisory  com- 
mittees. In  fact,  this  distinction— the  legal  obligations 
and  sanctions  imposed  on  officers  and  employees  of  the 
Government  as  opposed  to  private  citizens-undoubtedly 
provides  a  substantial  part  of  the  justification  for  the  very 
different  requirements  imposed  by  FACA  on  committees 
that  are  composed  exclusively  of  federal  officers  and 
employees  and  those  that  are  not.  In  enacting  FACA. 
Congress  found  that  'one  of  the  great  dangers  in  the 


unregulated  use  of  advisory  comminees  is  that  special 
interest  groups  may  use  their  membership  on  such  bod- 
ies to  promote  their  private  concerns.*  H.R.  Rep.  No. 
1017.  92  Cong.,  2d  Sess.  6  [••81]  (1972).  Because 
committees  not  composed  exclusively  of  federal  [•922] 
officen  and  employees  have  members  who  are  not  re- 
quired to  foreswear  their  private  associations  and  in- 
sulate themselves  against  potential  conflicts  of  interest, 
FACA  requires,  as  an  alternative  check,  that  their  delib- 
erations be  conducted  in  the  open. 

When  the  majority  states  that  we  *need  [not]  conuder 
whether  Mrs.  Clinton's  presence  on  the  T^k  Force  vio- 
lates... any  conflict  of  interest  statutes, 'Maj.  Op.  at  p. 
24  n.  10,  it  indicates  that  we  have  not  been  presented  with 
claims  under  these  statutes  that  call  for  adjudication.  The 
question  remains,  however,  whether  Congress,  if  it  had 
ever  considered  that  the  President's  spouse  might  be  ap- 
pointed an  official  member  of  a  Presidential  advisory 
committee,  would  have  labelled  her  an  'officer  or  em- 
ployee' within  the  meaning  of  FACA.  To  put  it  another 
way,  could  Congress  have  intended  that  Mrs.  Clinton, 
alone  of  the  twelve  members  of  the  l^k  Force  and  340 
members  of  the  Working  Group,  would  be  entirely  ex- 
empt from  the  reach  of  ethics  laws  that  Congress  has 
imposed  on  the  President  himself?  I  think  not. 

In  visiting  these  sundry  provisions,  I  doubt  I  have  said 
very  much  with  [••82]  which  my  brethren  in  the  major- 
ity would  disagree.  Our  disagreement  centers,  I  think, 
not  on  Congress's  intent  in  enacting  the  relevant  statutes, 
but  on  the  lens  through  which  we  must  view  that  intent 
in  this  particular  case.  The  majority  argues  (1)  that  con- 
struing the  phrase,  'officers  and  employees,'  to  exclude 
Mrs.  Clinton  would  give  rise  to  weighty  constitutional 
issues,  Maj.  Op.  at  p.  22;  (2)  that  the  Public  Citizen 
Coun  avoided  deciding  similar  issues  by  embracing  'an 
extremely  strained  construction  of  the  word  'utilized, '  ' 
Maj.  Op.  at  p.  14;  (3)  that  "it  is  reasonable  ...  to  con- 
strue section  lOS(e)  as  treating  the  President's  spouse 
as  a  de  facto  officer  or  employee,"  Maj.  Op.  at  p. 
11;  and  hence  (4)  that  the  phrase  "fiill-timc  officer  or 
employee  of  the  government*  must  a  fortiori  be  read  to 
apply  to  Mrs.  Clinton,  Maj.  Op.  at  p.  24.  I  remain 
unconvinced. 

First,  I  do  not  think  that  section  105(e)  can  reason- 
ably be  read  to  create  an  officer  or  employee,  either 
de  facto  or  otherwise;  and  even  if  it  could,  I  do  not 
think  we  could  avail  ourselves  of  such  a  reading  in 
this  case.  1  noted  above  that  section  lOS(e)  has  been 
carefully  phrased  so  as  not  to  recognize  [••83]  an  of- 
fice, an  officer,  or  an  employee.  But  equally  impor- 
tant, 1  know  of  no  case  in  which  the  Supreme  Court 
has  saved  one  provision  from  constitutional  difficulty 
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by  liberally  constniing  another,  entirely  unrelated  pro- 
vision. In  Public  Citizen  itself,  as  well  as  in  every  case 
cited  in  Public  Citizen  in  which  the  Court  avoided  a 
constitutional  challenge,  the  Court  sidestepped  the  con- 
stitutional claims  presented  through  an  interpretation  of 
the  statute  under  attack.  See  Public  Citizen,  491  U.S.  at 
465-66  (citing  cases);  see  also  id.  at  465,  467  (avoiding 
a  constitutional  challenge  to  FACA  by  construing  FACA 
§  3(2)):  see  also,  e.g.,  Edward  J.  DeBanolo  Corp.  v. 
Florida  Gulf  Coast  Bldg.  &  Constr  Trades  Council, 
485  U.S.  568.  575.  588.  99  L.  Ed.  2d  645,  108  S. 
Ct.  1392  (1988)  (avoiding  a  constitutional  challenge  to 
the  National  Labor  Relations  Act  by  construing  NLRA 
§  8(b)(4)):  Si.  Martin  Evangelical  Lutheran  Church  v. 
South  Dakota.  451  U.S.  772.  780-81.  788,  68L.Ed.  2d 
612.  101  S.  Q.  2142  (1981)  (avoiding  a  constitutional 
challenge  to  the  Federal  Unemployment  Tax  Act  by  con- 
struing FUTA  §  3309(b)).  Because  it  is  FACA  [••84] 
that  is  under  attack,  I  think  that  any  additional  degree 
of  interpretive  freedom  we  enjoy  in  construing  FACA 
caimot  be  extended  to  a  statute  authorizing  expenditures 
for  White  House  staff. 

Second,  I  cannot  believe  that  Public  Citizen  estab- 
lishes the  rule  my  colleagues  tacitly  embrace.  In  reach- 
ing their  holding,  the  majority  implicitly  distinguishes 
between  'extremely  strained  construction,*  which,  un- 
der their  reading.  Public  Citizen  permits  or  even  re- 
quires, and  'disingenuous  evasion,'  which  it  explicitly 
forbids.  Compare  Maj.  Op.  at  p.  14  with  491  U.S. 
at  467.  The  rule  the  majority  appears  to  adopt,  then, 
is  that  judges  must  strain  (but  may  not  evade)  the  plain 
meaning  of  a  statute  before  they  may  entertain  an  'as- 
applied'  constitutional  challenge.  If  my  colleagues  are 
right,  the  line  between  'extremely  strained  construction' 
and  'disingenuous  evasion'  will  determine  the  outcome 
in  every  case  involving  an  as-applied  challenge  pre- 
senting 'formidable  [•923]  constitutional  difficulties.' 
PubUc  Citizen.  491  U.S.  at  466.  While  I  suspect  my  col- 
leagues may  have  some  sympathy  (as  1  do)  with  Justice 
Kennedy's  position  [**85]  that  the  Supreme  Court  ma- 
jority in  Public  Citizen  had  stretched  its  interpretation 
of  FACA  'beyond  the  poiiu  at  which  such  a  construction 
remains  'fairly  possible,'  '  id.  at  481  (Kennedy,  J., 
concurring  in  judgment)  (emphasis  in  original),  1  carmot 
believe  the  Court  intended  to  establish  a  rule  requiring 
such  constructions  in  cases  posing  serious  constitutional 
questions. 

A  review  of  its  reasoning  demonstrates  that  Public 
Citizen  neither  explicitly  nor  implicitly  sanctions 
'strained'  statutory  interpretation.  Its  holding-that  the 
ABA  Committee  was  not  'utilized'  by  the  President 
within  the  meaning  of  FACA— was  based  principally  on 
three  considerations.    The  first  of  these  was  that,  in 


the  Court's  memorable  phrase,  '  'utilize'  is  a  woolly 
verb,'  id.  at  452.  which  necessarily  requires  judi- 
cial definition.  Second,  it  recognized  that  a  'dictio- 
nary reading  [of  the  word  'utilize'  in]  FACA's  defini- 
tion of  'advisory  committee'  '  would  lead  to  a  statute 
of  'almost  imfettered  breadth'  and  produce  'absurd  re- 
sults.' Id.  at  452  A  n.8.  452-54.  Taken  literally. 
FACA's  definition  would  have  [**%S\  endowed  the 
President  with  Midas  ears  capable  of  turning  any  contin- 
uing source  of  consensus  opinion  into  a  FACA  commit- 
tee. In  such  a  world,  the  physicians  jointly  consulted 
to  protect  the  President's  health,  the  editorial  board 
of  the  President's  favorite  newspaper,  and  two  dieti- 
tians jointly  planning  the  President's  meals  could  all  be 
classified  as  'Presidential  advisory  committees'  subject 
to  regulation.  Because  'the  literal  reading  of  [utilize] 
would  'compel  an  odd  result,"  "  the  Coun  'searched  for 
other  evidence  of  congressional  intent  to  lend  the  term 
its  proper  scope.'  Id.  at  454  (citation  omitted).  Third, 
on  examining  FACA's  origins  and  legislative  history,  the 
Court  concluded  that  while  'it  seems  to  us  a  close  ques- 
tion whether  FACA  should  be  construed  to  apply  to  the 
ABA  Conunittee,  ...  we  are  fairiy  confident  it  should 
not. '  Id.  at  465. 

The  Court  reached  this  last  conclusion  in  significant 
part  on  the  basis  of  the  following  passage  from  the  FACA 
Conference  Report:  'The  Act  does  not  apply  to  persons 
or  organizations  which  have  contractual  relationships 
with  Federal  agencies  nor  to  advisory  committees  not 
directly  [••87]  established  by  or  for  such  agencies.' 
Id.  at  462  (emphasis  added  by  Public  Citizen  ).  The 
Court  also  noted  that  the  relationship  between  the  ABA 
Committee  and  the  Justice  Department  had  not  fallen 
within  the  scope  of  President  Kennedy '  $  Executive  Order 
No.  1 1007,  from  which  FACA  was  derived.  Id.  at  462- 
63.  From  this,  the  Coun  concluded  that  'the  phrase  'or 
utilized'  therefore  appears  to  have  been  added  simply  to 
clarify  that  FACA  applies  to  advisory  committees  estab- 
lished by  the  Federal  Government  ina  generous  sense  of 
that  term, '  id.  at  462;  and  that  'read  in  this  way, ...  the 
word  'utilize'  docs  not  describe  the  Justice  Department's 
use  of  the  ABA  Cothmittee,"  id.  at  463. 

In  applying  what  the  majority,  Maj.  Op.  at  p.  8,  has 
laconically  (and  accurately)  described  as  a  'rather  sweep- 
ing' statutory  defmition  of  "advisory  committee'  to  the 
unique  relationship  between  the  Justice  Department  and 
the  ABA  Committee,  the  Court  concluded  that  it  was 
more  probable  than  not  that  Congress  did  not  intend 
that  FACA  apply  to  such  privately  organized  groups. 
Nevertheless,  [••88]  because  it  considered  the  question 
close  in  light  of  the  broad  sweep  of  the  defmition,  liter- 
ally interpreted,  it  applied  its  venerable  r\ile  of  statutory 
construction  to  tip  the  balance  away  from  one  that  wotild 
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have  presented  'fonnidable  constitutional  difficulties.* 
Id.  at  466. 

In  this  case,  we  deal  not  with  wooUy  tenns  but  with 
the  meaning  of  two  words  in  common  legal  usage,  'offi- 
cer* and  'employee.*  Far  from  creating  absurdity,  literal 
interpretations  of  diese  tenns  are  necessary  in  order  to 
give  effea  to  the  congressional  policy  of  drawing  sharp 
distiocuons  between  individoals  outside  d>e  Government 
and  those  within  it.  And  m  contrast  with  Public  Citizen, 
in  which  no  statutory  definition  of  'utilize*  was  (*924] 
available  and  great  weight  was  placed  on  l^islative  his- 
tory, definitions  of  both  'ofBcer'  and  'employee'  have 
beat  enacted  into  law  by  Congress.  In  this  case,  none  of 
the  considerations  animating  Public  Citizen  are  remotely 
presented;  and  because  we  do  not  deal  with  ambiguous 
terms,  there  is  no  'balance'  to  be  tipped  by  resort  to 
legal  maxims.  Despite  appearances.  Public  Citizen  has 
little  to  do  with  the  case  we  decide  today. 

Finally,  [**89]  to  coodude  n^  statutory  analy- 
sis, I  note  that  the  Nixon  I  Court  engaged  in  a 
patently  straightforward  interpretation  of  Federal  Rule 
of  Criminal  Procedure  17(c),  418  U.S.  at  697-702,  even 
though  it  recognized  that  *if  we  snstain(  ]  this  challenge, 
there  [will]  be  no  occasion  to  teach  die  claim  of  privi- 
lege asserted.*  Id.  at  698.  Needless  to  say,  die  consid- 
erations counseling  avoidance  of  difficult  constitutional 
issues  were  never  more  pressing  than  on  the  facts  of 
Nixon  I.  Because  I  can  find  no  credible  argument  to  the 
contrary,  and  because  I  cannot  bring  myself  to  strain  the 
fn^aning  of  *officer*  Or  *eniployee*  to  produce  one,  I 
would  hold  that  the  Tksk  Force  was  not  exempt  from 
the  public  disclosure  tequirements  of  FACA;  and  having 
done  so,  I  would  address  the  constitutional  implications 
of  that  holding. 

As  I  pointed  oat  eailiet,  die  Supreme  Court  has  ac- 
knowledged a  Presidential  right  to  confidentiality  that 
*is  fimdamental  to  the  operation  of  Govenunent  and  in- 
extricably rooted  in  the  separation  of  powers  under  the 
Constitution.*  Nbum  I.  418  U.S.  at  708.  Although  the 
privilege  is  not  [**90]  absolute,  die  Court  has  only 
twice  found  that  it  must  yidd  to  competing  constitu- 
tional interests,  sudi  as  *tbe  primary  constitutional  duty 
of  the  Judicial  Branch  to  do  justice  in  criminal  prose- 
cutions, '  id.  at  707;  and  la  each  case,  it  has  protected 
the  confidentiality  of  Presidential  communications  from 
unwarranted  disdosnre. 

In  Nixon  I,  in  which  President  Nixon  sought  to  en- 
join the  subpoenaing  of  certain  of  his  papers,  the  Court 
found  it  necessary  to 

weigh  the  importance  of  the  general  principle  of  con- 
fidentiality of  Presidential  communications  in  perfor- 


mance of  the  President's  responsibilities  against  the  in- 
roads of  such  a  privilege  on  the  fair  administration  of 
criminal  justice. 

Id.  at  711-12.  It  concluded  that  the  President's  'gen- 
eralized interest  in  confidentiality  ...  cannot  prevail 
over  the  fimdamental  demands  of  due  pit)cess  of  law 
in  the  fair  administration  of  criminal  justice.*  Id.  at 
713.  Accordingly,  it  ordered  the  examination  in  camera 
of  the  papers  subject  to  an  instruction  that  the  district 
court  be  scrupulous  in  'protecting  against  any  release  or 
publication  [**91]  of  material  not  found  by  the  court 
[to  be]  probably  admissible  in  evidence  and  relevant  to 
the  issues  of  the  trial  for  which  it  is  sought. '  Id.  at  714. 

Nixon  II  involved  a  balancing  of  the  President's  inter- 
est in  the  confidentiality  of  his  communications  against 
other  national  interests.  In  that  case,  former  President 
Nixon  asserted  the  Presidential  privilege  in  a  challenge 
to  the  constitutionality  of  the  Presidential  Recordings 
and  Materials  Preservation  Act,  which  placed  his  papers 
in  the  custody  of  the  Administrator  of  General  Services. 
See  433  U.S.  at  429-30.  The  Supreme  Court  found 
that  the  statute  was  constitutional  because  of  the  Nixon 
papers'  historical  importance  and  their  possible  signifi- 
cance as  aids  to  the  legislative  process,  and  because  of 
'the  safeguards  built  into  the  Act  to  prevem  disclosure 
of  [confidential]  materials  and  the  minimal  nature  of  the 
intrusion  into  the  confidentiality  of  the  Presidency. '  Id. 
at  454.  Those  safeguards  included  the  requirement  that 
'any  party's  opportunity  to  assert  any  ...  constitution- 
ally based  right  or  privilege"  be  protected.  Id.  at  450 
[••92]  (quoting  section  104  of  the  Act).  The  Ctourt  con- 
cluded 'that  the  screening  process  contemplated  by  the 
Act  [,  which  was  to  be  coiulucted  by  Executive  Brandi 
archivists,]  ...  will  not  constitute  a  more  severe  intru- 
sion into  Presidential  confidentiality  than  the  in  camera 
inspection  by  the  District  Court  approved  in  [Nixon  I 
].'  Id.  at  455. 

In  these  two  cases,  the  Court  permitted  only  the  most 
limited  intrusions  on  the  privilege.  FACA,  by  contrast, 
would  have  required  that  the  Tisk  Force  operate  in  the 
full  glare  of  provisions  requiring  public  meetings  [•925] 
and  disclosure  of  records.  It  is  hard  to  imagine  condi- 
tions better  calculated  to  suppress  the  'candid,  objec- 
tive, and  even  blunt  or  harsh  opinions,*  Nixon  I,  418 
US.  at  708,  that  the  President  was  entitled  to  receive 
from  the  twelve  advisors  he  had  appointed  to  his  Tisk 
Force.  Because  none  of  Congress's  purposes  in  enacting 
FACA  are  of  a  gravity  that  would  justify  overriding  the 
Presidential  privilege  in  this  case,  I  would  condude  that 
FACA  is  unconstitutional  as  applied  to  the  Tiak  Force. 

For  the  foregoing  reasons,  I  concur  only  in  the  imyor- 
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SUPPcEMgNTAL  CRIMINAL  INCIDENT  WeCORO <«<»f«itCAst  a 

3tC(4   Scaccs  ?ark  Poll'c*  leccu» 


tach  I3v«stlsaela3 


or  7-2  -ol?:!!  :9l  li-f-l-,  Iqi  ,1^  j. 


July  20,  1993  Phona  Lo( 

Brant  Buck 

The  phon*  aessAce  lof  indicated  Brant  Buck  called  for  Foster  at 
10:55  a. a.  and  left  only  his  phone  nuaber  SOl-377-0310.  The  lo< 
Indicated  he  called  afain  at  11:11  a. a.  and  left  the  saae  phone 
nuaber. 

"On  Au«u»t_  2,  I  called  Buck's  office  and  spoke  to  his  teeretarr, 
Linda  Johnston.  Buck  was  on  vacation.  She  said  Buck  did- jet  a 
return  call  froa  Foster  on  July  19th,  but  Buck  had  stepped  away 
froo  his  desk.  Foster  returned  the  call  to  Buck  as  11:17  a. a. 
central  tise  (12:17  a. a.  eastern  time).  Linda  had  a  brief 
conversation  with  Foster  that  was  characterized  as  noraal.  noth-na 
unusual. Brant  Buck  is  a  partner  in  the  nose  Law  Fira  in 
Little  Kock,  Arkansas. 

The  phone  eessate  loj  indicated  a  call  from  Jla  Lvons  at  11:11  a.m 
with  only  a  phone  nuober  left,  303-623-9000.  L^ons  is  fron  x.'-'a 
Law  fira  act.1<erber.  Appel ,  Tower  and  Johnson  in  Denver,  Colorado. 
I  contacted  Lyons  by  telephone  on  August  2nd.  He  had  kr.cvn  Foste- 
smce  the  late  1980 's.  He  net  hin  throuf.1  Millar'  Sochia  CUnton 
and  the  -lose  Law  Fira.  They  had  worked  together  on  the  Cacpaig-.. 
Li^ons  was  joing  to  be  ia  Washington  on  Wec-esday,  Julv  21st. 
Re  had  called  and  spoken  with  Foster  Sunday  Julv  ISth  bef-een  3-00- 
9:00  p. a.  eastern  tiae  a.-.d  they  had  agreec  to  aeet  for  di.ine- 
»«dnesaay. 

Lyons  had  told  Foster  he  would  call  him  and  let  hi=  kr.ow  uhen  he 
w,uld  leave  Denver  and  arrive  ia  Vashi.-.ston.  This  is  the  reascr. 
for  the  phone  cessage  en  the  aor.ning  of  July  20,  1992. 

Ccrdcn  ".ar^»- 

The  phone  sessage  log  indicated  that  a  Cordon  Rather  called  Foste- 
at  2:1<  p. a.  and  left  his  pnone  number,  50 1-3  7 1-0803 ,  ar.s  a  -essase 
was  .noted  by  the  acaini strative  assistant  "oerscr.al  matter  (  secv 
did  cot  knew  specifics  I" 


(t;.CA:o*  -=: 


An.^   C  et' Cr.git.;t; Jactisir    :>..<„      c 
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The  President's  Friend  and  Ethics  Czar,  Pursuing  His  Causes  &  Clashing  With 

Insiders 

BYLINE:  Phil  McCombs,  Washington  Post  Staff  Writer 

BODY: 

C.  Boyden  Gray  multimillionaire  tobacco  heir.  Harvard  '64,  certified  member 
of  America's  patrician  elite  and  now  President  Bush's  controversial  White  House 
counsel  and  ethics  czar  --  rams  the  pedal  to  the  metal. 

His  long  hair  flying  wildly,  a  chortle  on  his  lips  and  a  wicked  gleam  in  his 
eye,  'CB"  --  as  his  blueblood  buddies  call  him  shouts  over  the  wind,  "See  if  I 
can  race  this  Porsche ! " 

He  eyes  the  Porsche,  which  has  come  from  behind  to  snake  around  the  battered 
old  methanol -powered  Chevy  that  he's  piloting  along  the  George  Washington 
"  rkway. 

rrrrrrrrrrrrrrr-auh-RRRRRRRRRRR!  goes  CB's  engine. 

"Huh  huh,  hahaha,  HAHAHA!"  goes  CB  uncharacteristically,  it  might  seem,  for  a 
lean,  6-foot-6,  ascetic -appearing  man  with  thick  bushy  eyebrows  who's  given  to 
striding  around  the  White  House  like  some  stoop-shouldered  Ichabod  Crane  with  a 
somewhat  distracted,  professorial  air. 

He  pushes  his  Chevy  past  75  mph,  pressing  toward  80. 

"It  doesn't  stop!"  he  shouts,  referring  to  the  zip  the  110-octane, 
low-pollution  alcohol  fuel  made  from  natural  gas  gives  the  ancient  Chevy.  "It 
keeps  on  going.  IT  JUST  KEEPS  ON  GOING!" 

But  the  Porsche  gets  away. 

Did  it  occur  to  Gray  as  he  revved  more  than  20  mph  over  the  limit  that  it 
might  not  do  the  president  any  good  if  his  legal  counsel  got  picked  up  for 
speeding? 

Well,  sort  of. 

"I  don't  really  want  to  get  picked  up,"  he  grinned,  lifting  his  foot.  But  a 
moment  later  he  jammed  it  down  again,  in  the  passionate  belief  that  alcohol 
■f"els  are  the  solution  to  Che  nation's  energy  problems. 

Did  it  occur  to  Gray  last  weekend,  when  he  publicly  criticized  aspects  of  the 
administration's  triumphant  bipartisan  accord  with  Congress  on  Central 
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JtaMrica.  that  this  kind  of  publicity  might  not  do  the  president  any  good? 

Gray,  45,  aay  be  one  of  Bush's  most  trusted  aides,  but  it's  being  said  in  the 
Hhite  Houae  and  elsewhere  in  Republican  circles  that  this  free-thinking  mavericJc 
is  a  political  humbler  who's  hurting  his  boss. 

That  he's  dabbling  in  policy  and  pushing  pet  projects  like  alcohol  fuel  when 
he  should  stick  to  his  job  of  lawyering  for  the  president. 

■He's  politically  inept,  that's  his  problem,'  says  a  major  Republican 
operative.  'The  guy  is  very  well  meaning,  but  he's  got  a  political  naivete'.  He 
kept  pushing  t-h-ia  grain  stuff  [grain  is  the  source  of  etbanol,  another  alcohol 
fuel]  back  in  Iowa:  He  overdid  it.  He  just  didn't  have  the  perspective." 

A  Bush  staffer  who  watched  Gray  at  work  during  the  campaign  recalls  that  *in 
senior  staff  meetings  he'd  go  on  about  something  out  of  this  world.  You'd  be  in 
a  meeting  10  days  before  Iowa  and  he  would  blow  on  about  some  insane  thing  in 
the  paper  on  methane . * 

'This  guy,*  sums  up  a  key  Republican  observer,  'is  not  coming  across  as  a 
suave  Washington  insider  who  knows  the  ways  of  power.  He  comes  across  as  a 
latfyer  who's  in  over  his  head.' 

Gray's  eight  years  as  Bush's  vice  presidential  counsel,  in  this  observer's 
view,  'didn't  include  any  heavy  lifting.  He  was  basically  standby  equipment.' 

Gray,  irtiose  legal  brilliance  is  unquestioned  --  he  clerked  for  Earl  Warren 
J  later  became  a  partner  at  Wilmer,  Cutler  &  Pickering  --  is  offended  by  these 
suggestions . 

■I  don't  think  I'm  politically  dumb,'  he  protests,  'I  really  don't  ...  The 
ethanol  thing  was  such  an  explosive  and  powerful  issue  in  the  farm  commxinity. 
The  argument  could  be  made  it  made  a  big  impact  in  the  Illinois  primary  against 
[Sen.  Robert]  Dole.' 

But  with  the  administration  barely  two  months  old,  the  flaps  continue. 

In  the  latest.  White  House  Chief  of  Staff  John  H.  Sununu  this  week  rebuked 
Gray  for  his  ptiblic  criticism  of  the  Central  America  accord  that  Secretary  of 
State  James  A.  Baker  III  had  worked  out  with  Congress.  Gray  believed  that  it 
might  encroach  on  the  constitutional  powers  of  the  president,  amounting  to  a 
legislative  veto,  but  his  sin  was  telling  this  to  The  New  York  Times. 

■Judgment  was  lacking, '  a  senior  administration  official  was  quoted  as 
saying . 

Gray  tiouldn't  cotmnent,  but  another  administration  official  came  to  his 
defense,  saying,  'He  has  an  academic  interest  in  the  whole  subject  of 
legislative  vetoes,  and  part  of  his  job  is  to  protect  Bush's  position.  This 
could  set  a  precedent  for  the  future,  and  he  was  doing  his  job  by  questioning 
it.  ' 

Still,  it  didn't  look  good  in  public. 
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And  it  was  the  second  time  in  recent  weeks  that  Gray  had  clashed  bitterly 
'.h  Baker  --  whose  ties  with  the  president  go  back  much  further  than  Gray's. 

Gray,  designated  by  the  president  to  enforce  ethical  standards  in  reviewing 
financial  and  personal  information  on  the  new  administration's  appointees,  had 
been  privately  pressing  Baker  to  sell  a  large  block  of  stock  in  a  bai\k  holding 
company  with  outstanding  loans  to  Third  World  coxuitries.  Suddenly  news  of  this 
dispute  appeared  on  the  front  page  of  The  Washington  Post. 

Baker  sold  the  stock  but  was  said  to  be  "wild"  with  rage  at  Gray,  thinking 
the  counsel  planted  the  story,  which  Gray  as  much  as  admitted  to  The  Wall  Street 
Journal.  He  said  he  mentioned  Baker's  situation  to  reporters  as  one  of  several 
examples  of  troubles  officials  face  in  dealing  with  family  businesses . 

"Baker  will  kill  him  for  it,"  says  a  Republican  observer.  "Baker  likes  to  toy 
with  people  like  that.  He  will,  over  time,  destroy  his  credibility." 

Asked  if  he's  mad  at  Gray,  Baker  smiles  blandly  and  says,  "No,  he's  doing  his 
job  --  as  he  sees  it." 

Gray  viewed  the  matter,  he  says,  in  purely  legal  terms.  "I  don't  know  him 
personally, "  he  says  of  Baker,  "but  the  law  changed  in  1988  or  1987  and  I 
basically  had  no  choice . " 

Earlier,  Gray  had  come  under  fire  for  taking  a  legalistic  approach  in 
assessing  the  FBI  reports  on  defense  secretary-designate  John  Tower.  At  a  time 
•^n  Sununu  wasn't  yet  fully  in  charge,  it  fell  to  Gray  to  read  the  reports  and 
plain  their  significance  to  Bush.  Several  administration  sources  believe  he 
focused  too  narrowly  on  whether  Tower  was  guilty  of  serious  wrongdoing,  rather 
them  considering  whether  Senate  Democrats  could  mount  a  political  offensive. 

"But  I  wasn't  the  political  manager!"  retorts  Gray  in  his  own  defense.  "I 
don't  know  who  was  --  Sununu,  [White  House  congressional  liaison  Fred]  McClure, 
but  not  me.  I'm  not  the  point  man  ...  My  role  was  not  to  make  political 
judgments  about  it.  I  had  nothing  to  do  with  the  selection  of  Tower  to  begin 
with. " 

In  a  particularly  noticeable  lapse.  Gray,  the  ethics  watchdog,  failed  to 
bring  his  own  finances  into  line  with  Bush's  stated  standards.  Two  weeks  after 
the  inauguration,  he  hurriedly  resigned  his  position  with  a  family 
communications  company  and  took  steps  Co  put  his  extensive  holdings  into  a  blind 
trust  after  disclosures  in  the  press  that  he  had  accepted  thousands  of  dollars 
in  fees  while  serving  as  counsel  to  then-Vice  President  Bush. 

"Doonesbury"  jumped  on  that  one. 

Some  believe  that  Gray' s  own  embarrassment  led  him  to  leak  the  Baker 
information  a  few  days  later  in  order  to  get  the  spotlight  off  himself  -- 
politically  unpardoneUble ,  if  true. 

Again,  Gray  gives  a  narrow  interpretation,  saying  he  didn't  technically  do 
^"ything  improper. 

"I  didn't  have  to  set  up  a  blind  trust,"  he  says.  "I  thought  I'd  done  the  one 
better  thing,  which  is  to  sell  everything  that  posed  a  potential  conflict  .  . . 
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T  didn't  have  that  much  anyway  because  I'd  been  selling  all  throughout  the 
n.od  of  the  vice  presidency." 

•It  definitely  looked  bad,"  says  Frederick  Khedouri,  the  vice  president's 
deputy  chief  of  staff  in  1985-86.  "Sometimes  Boyden  exhibits  characteristics 
that  in  other  people  have  been  described  as  absent-mindedness." 

Or,  says  a  Republican  insider,  it  might  be  "the  noblesse  oblige  concept  that 
the  rules  don't  apply  to  me  because  I'm  a  certain  class  of  person." 

To  Gray's  oldest  and  dearest  friends,  the  idea  that  he  did  wrong  is 
impossible  to  entertain.  "To  have  C3,  of  all  people,  come  under  ethics  charges!" 
says  Tom  Goodwin,  who  helped  vote  Gray  into  the  exclusive  Porcellian  club  at 
Harvard  and  who  now  runs  a  Washington  television  production  company.  "He's  one 
of  the  most  honoraible  people  I  know.  He  just  wouldn't  do  that." 

"Well,"  says  Gray,  "it  was  embarrassing  to  be  in  'Doonesbury, '  you  know.  It's 
not  fun . ■ 

Sununu  amd  others  in  the  White  House  may  be  mad  at  him,  but  Gray' s 
relationship  with  Buah  --  a  strong  friendship,  really,  that  developed  when  he 
was  vice  presidential  counsel  --  remains  solid.  Bush  has  'developed  a  confidence 
and  trust  level  with  Boyden  that's  not  going  to  be  shaken,"  says  Republican 
National  Committee  Chairman  Lee  Atwater. 

Gray  was  Bush's  first  presidential  appointment. 

A  White  House  insider,  asked  if  the  flaps  had  affected  the  Gray-Bush 
relationship,  says  simply,  "No.  Why  should  it?" 

There  are  those  who  believe  the  chemistry  between  the  two  men  is  based  on 
their  patricism  origins.  "I'm  totally  convinced  it's  class  solidarity  and 
nothing  else, "  says  a  source  who  worked  with  the  two  during  Che  vice 
presidential  years.  "Boyden's  background  is  amazingly  similar  to  Bush's  --  they 
come  from  this  narrow  spectrum  of  American  society.  The  president  feels  very 
comfortable  around  him,  and  it  enables  Boyden  to  understand  better  what  goes  on 
in  the  president's  mind.  I  mean,  how  many  rich  WASPs  are  there  anymore?" 

Bush  and  Gray  belong  to  the  Alibi  Club,  perhaps  the  most  exclusive  amd 
secretive  club  in  Washington  with  just  50  members.  Their  fathers  were  golfing 
buddies.  Gordon  Gray,  who  died  in  1982  (whose  own  father  had  been  a  president 
and  chairman  of  the  R.J.  Reynolds  Tobacco  Co.),  was  national  security  adviser  to 
President  Dwight  D.  Eisenhower,  secretary  of  the  Army  for  President  Harry  S 
Truman  and  president  of  the  University  of  North  Carolina. 

"Boyden's  father  was  what  you  might  call  one  of  'The  Wise  Men'  of  that 
generation,"  says  Lloyd  Cutler,  former  White  House  counsel  to  President  Jimmy 
Carter  amd  Boyden  Gray's  mentor  at  Wilmer,  Cutler  &  Pickering.  "He  was  a 
citizen- statesman  who  followed  the  tradition  of  Cincinnatus  . . .  Boyden  is  in 
that  mold  of  citizen-statesman." 

Indeed,  Clayland  Boyden  Gray  seems  relaxed  and  comfortable  poking  around  in 
I  large,  wood-paneled  West  Wing  office.  In  the  way  that  only  the  very  rich  can 
manage,  he's  rumpled  and  tweedy  and  looks  as  if  he  would  greatly  benefit  if 
someone  would  buy  him  a  new  shirt.  There's  a  huge  hole  in  the  bottom  of  one  of 
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his  shoes,  and  you  get  the  feeling  that  If  he  were  preparing  to  drink  a  aartlnl, 
might  casually  stir  It  with  his  finger. 

■It's  my  way  of  trying  to  hide  my  family  assets,*  he  joked  once  when  Sen.  Saa 
Niinn  (D-Ga.)  noticed  the  hole  In  his  shoe.  Gray  Is  worth  more  than  $  10  million. 

Sprawled  on  the  sofa,  warily  eyeing  his  visitor,  he's  charming  and  funny  aad 
serious  by  turns.  He  talks  about  his  job  as  counsel,  about  the  flaps,  but  seems 
happier  by  far  when  he  mjmages  to  turn  the  conversation  to  Thomas  S.  Kuhn's  "The 
Structure  of  Scientific  Revolutions"  and  its  theory  on  cultural  resistance  to 
"paradigm  shift,  the  way  people  think,  and  why  they  resist"  new  ideas  like 
alcohol  fuels. 

Bush,  he  notes,  pushed  alcohol  fuels  dxiring  his  vice  presidency  --at  first 
as  a  matter  of  energy  security,  and  later  for  environmental  reasons. 

"At  one  point,"  Gray  recalls,  "I  remember  Dwayne  Andreas  [head  of  Archer 
Daniels  Midland,  the  giant  of  the  ethanol  industry)  dragging  me  aside  at  dinner 
or  something  and  saying"  --  here  Gray  assumes  a  deep  voice  --  "  'Yew  ougbta  tell 
George,  m'boy,  tell  Georrrrrge,  that  he,  uh,  could  really  make  a  big  thing  in 
the  farm  belt  by  pushing  ethanol  as  a  pollution  control  measure.'  And  I  thought 
to  myself,  'You  jerk,  I  was  the  one  who  told  your  people  that  it  had  this 
benefit!'  " 

It's  not  long  into  the  interview  before  Gray  mentions  in  passing  that  his  old 
college  buddy  Billy  Nitze  (Paul  Nitze's  son)  was  "having  lunch  today  with  the 
'>sident,  and  he  asked  me  to  go  down."  A  little  later  he  mentions  that  he's 
.ivolved  in  lunch  Friday  with  the  president  —  Baker,  [national  security 
adviser  Brent]  Scowcroft,  [drug  czar  Williaml  Bennett  and  myself." 

It's  kind  of  hard  to  miss  the  point. 

The  phone  rings,  and  he  takes  the  call.  "I  talked  to  the  president  about  it 
at  noon,"  he  says  to  someone.  "I  told  him  it  was  a  tricky  business." 

Another  call  comes  and,  after  keeping  the  second  caller  on  hold  for  a  minute 
or  so,  he  finally  tells  the  first,  "I  got  Senator  Tower  waiting  on  another 
line . " 

He  switches  to  Tower,  whose  nomination,  half  an  hour  earlier,  was  deep-sixed 
by  the  Senate. 

"Yes,  sir,"  he  says.  "  ...  I'm  sorry  that  it  happened,  but  I  thought  it  was 
as  dignified  as  possible." 

Gray  then  chuckles  at  some  witticism  of  Tower's,  and  hangs  up. 

He  describes  his  interactions  with  Bush,  modestly,  as  "just  a  good  working 
relationship. " 

The  long  vice  presidential  years  --  during  which  Bush  and  Gray,  among  other 
•■'^ings,  spearheaded  President  Ronald  Reagam's  effort  to  reduce  government 

julations  --  put  the  two  men  through  what  Gray  calls  "some  testing,  which 
provides  a  basis  for  a  working  relationship." 
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Bow,  as  a  result,  the  president  'Icnowa  what  my  strengths  and  weaJcneases  are 
he  knows  when  he  can  trust  me,  I  thinJc,  and  when  he  should  get  somebody  else 
«.  do  something  that  is  not  my  area  of  expertise.' 

Gray's  job,  he  says,  has  included  advising  the  president  on  the  Eastern  Air 
Lines  strike,  reviewing  his  speeches  for  legal  glitches,  coordinating  with  the 
National  Security  Council  on  the  legal  implications  of  presidential  actions,  and 
so  on.  He  also  says  he's  been  working  on  the  president's  proposals  for  revisions 
of  the  Clean  Air  Act  that  will  soon  go  to  Congress  --  this  last  item  being  a 
prime  example,  in  the  view  of  some  White  House  sources,  of  Gray's  meddling  in 
policy  matters. 

"I'm  interested,*  Gray  responds  coolly,  "in  issues  involving  the  environment, 
as  to  which  I  have  some  expertise.*  Nevertheless,  he  insists  his  job  generally 
"is  not  to  be  political.  That's  Atwater's  job.  That's  other  people's  job." 

Cutler  says  "everything  depends  on  the  president  and  the  use  he  makes  of  his 
counsel."  It's  important,  he  says,  for  the  counsel  to  "have  the  guts  to  bring 
things  up  even  if  it  makes  others  mad  . . .   Boyden  is  maybe  not  wily  and 
ingratiating,  but  I  think  that's  one  of  his  strengths  ...  He's  the  very  essence 
of  integrity . * 

Most  of  his  time  now.  Gray  says,  is  still  spent  on  FBI  clearances  for  new 
appointees .  Bush  promised  during  the  campaign  higher  ethical  stemdards  than 
Reagan's,  and  it  has  fallen  to  Gray  to  monitor  this.  At  the  same  time, 
recommendations  of  the  President's  Commission  on  Federal  Ethics  Law  Reform  are 
'  Ing  forwarded  to  Congress . 

*It's  an  impossible  job,"  Gray  says.  *I  can  see  how  I  make  enemies.  You  tell 
people  that  they  can't  do  this  and  that.'  But,  he  adds,  'hopefully  the  message 
has  gotten  out  that  the  president  feels  very,  very  strongly  about  these  issues 
. . .  People  know  they' ve  got  to  be  on  their  toes . " 

There  is  about  Gray,  personally,  a  strainge  mixture  of  madcap  gaiety  --  he 
frequently  attends  parties,  and  stays  in  couch  with  scores  of  old  friends  --  and 
a  deep  sadness  that  somehow  makes  itself  felt. 

He's  be«n  unlucky  In  love.  He  got  married  late,  to  Carol  Elizabeth  Taylor,  a 
Washington  ceramist  in  her  twenties  whom  he  met  near  his  summer  place  in  Maine. 
It  was  a  gala  wedding  with  a  reception  at  the  Metropolitan  Club  attended  by  the 
Bushes.  Gray  and  his  wife  had  one  child,  a  girl,  but  are  now  separated. 

He  worked  long  hours  then,  as  now,  and  it  was  a  sore  point  in  the  marriage. 
"It's  terribly  sad,"  says  Angela  Galaud,  an  artist  and  friend.  "He's  almost 
naive,  in  a  way,  about  everyday  life.  He  sort  of  operates  on  a  higher  plane." 

Earlier,  Gray  spent  many  years  intensely  --  and  platonically  --  involved  with 
a  beautiful  woman  who  was  fighting  cancer.  She  won  the  fight,  but  they  didn't 
marry.  *There's  sadness  because  he's  spent  so  much  time  alone,"  says  a  woman  who 
knows  him  well.  *It's  a  very  lovely  part  of  him,  that  he  would  allow  himself  to 
be  that  way,  instead  of  saying  that  anyone  would  do  for  a  wife.  He's  a  gentle 
soul. " 

"I  don't  understand  his  unhappiness, '  says  Drewry  James  Jones  Jr.,  a  Raleigh 
lavqrer  who  went  to  law  school  at  North  Carolina  with  Gray.  "He  probably 
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doesn't  understand  it  himself,  but  I  suspect  all  his  worlcaholi'sm  may  fulfill 
le  need  not  met  elsewhere.* 

Actually,  Gray  does  sort  of  understand  it,  and  talces  a  stab  at  self-analysis 
in  recounting  his  background.  Growing  up  with  three  brothers  and  a  sister  in 
Chapel  Hill,  when  his  father  was  president  of  the  university,  was  a  blissful 
early  existence  --  but  his  father  was  busy  and  distant,  and  his  mother  died  when 
he  was  only  10 .  He  remembers  her  punishing  him  one  time  by  'whacking  away  at  me 
with  a  brush  and  it  broke,  the  pieces  flew  across  the  room  and  I  kept  on  crying, 
and  she  was  laughing.  She  shook  me  and  said,  'You're  supposed  to  be  laughing, 
not  crying ! '  She  had  a  great  sense  of  humor .  She  thought  it  was  the  funniest 
thing  that  ever  happened . ' 

He  was  sent  to  boarding  school  at  St.  Mark's  in  Massachusetts,  and  then  to 
Harvard,  where  he  studied  history,  was  on  the  board  of  the  Crimson,  and 
graduated  magna  cum  laude.  But  'I  was  always,'  he  says,  'odd  man  out  isn't  the 
right  word,  but  always  different.' 

He  was  a  Southerner  in  the  North  at  a  time  when  Southerners  were  suspect  as 
racist  ycQioos.  In  addition,  'I  came  from  a  relatively  wealthy  background.  I  felt 
different  because  ...  I  was  more  or  less  conservative'  at  a  time  when  radical 
chic  was  on  the  rise. 

After  a  stint  as  an  officer  in  the  Marine  Corps  --  "I  didn't  see  how  I  could 
avoid  [military  service)  with  a  father  who  had  been  secretary  of  the  Army'  --he 
returned  to  North  Carolina  for  law  school.  He  again  found  himself,  because  of 
r  1  years  in  the  North,  a  social  outsider. 

From  the  start.  Gray  shone  intellectually.  'He's  one  of  the  brightest  people 
I've  ever  met,'  says  Charlie  Shaffer,  sm  Atlanta  attorney  who  grew  up  with  him 
in  Chapel  Hill.  "He  was  a  year  younger  than  everybody  in  grade  school,  but  he 
had  this  tremendous  brainpower . ' 

Gray  was  first  in  his  class  and  editor  of  the  law  review  at  North  Carolina, 
then  went  on  to  a  prestigious  clerkship  for  Chief  Justice  Earl  Warren,  who  liked 
matching  wits  with  an  ideologically  conservative  clerk. 

Trained  as  an   antitrust  litigator.  Gray  found  himself  at  Wilmer  Cutler  doing 
some  government  agency  work  and  planning  strategy  for  lobbyists.  He  was  there  12 
years,  became  a  partner  and  helped  fight  antitrust  legislation  amd  lobby 
disclosure  laws . 

In  December  1980,  Oeanne  C.  Siemer,  a  colleague  at  Wilmer  Cutler,  suggested 
Gray  as  a  counsel  for  the  new  vice  president.  "I  never  thought  I'd  stay  eight 
years,'  Gray  says,  "but  he  constantly  made  it  interesting  and  challenging.' 

The  sadness  in  Gray's  life,  his  friends  say,  unexpectedly  helped  bring  about 
a  happy  political  gain  for  Bush.  Early  in  their  deregulation  work,  Bush  and  Gray 
decided  not  to  press  for  changes  in  regulations  that  help  the  handicapped  --a 
major  victory  at  the  time  for  the  handicapped  rights  movement. 

According  to  Evan  Kemp,  a  handicapped  rights  leader  and  commissioner  at  the 
lal  Employment  Opportunity  Commission,  Gray  came  on  as  'a  wonderful,  warm 
person"  who  "instinctively  understood  disability."  Gray  himself  says  the 
emotional  shocks  of  his  mother's  death,  his  father's  distance  and  his 
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loneliness  at  school  'oay  be  why  I  understood  better.* 

In  the  presidential  campaign,  he  seized  on  rights  for  the  disabled  as  an 
issue  and  prevailed  on  Bush  to  mention  it  prominently  in  his  acceptamce  speech 
and  elsewhere.  Millions  of  Americans  are  disabled  in  one  way  or  another,  and 
Gray's  efforts  apparently  had  an  effect,  accosding  to  Louis  Genevie,  a  vice 
president  of  the  Louis  Harris  polling  organization,  who  studied  the  matter. 

'The  data  demonstrate,*  he  wrote  to  a  Sununu  aide  after  the  election,  'that  1 
to  3  points  of  President-elect  Bush' s  7-point  margin  of  victory  ane   directly 
attributable  to  the  swing  in  disabled  voters  from  their  traditional  Democratic 
leanings  Coward  the  President -elect  after  he  pledged  to  include  disabled  voters 
in  the  mainstream. ■ 

Says  Atwater:  'Boyden  was  very  sensitive  politically  on  the  disabled  matter, 
smd  he  helped  a  lot  of  us  see  the  light  on  that  ...   He  had  a  sincere  belief  and 
conviction,  amd  he  pursued  it  with  feeling.' 

Showing  off  his  battered  old  car.  Gray  seems  totally  relaxed  and  happy. 

He  slows,  accelerates,  slows,  accelerates. 


'Not  bad,'  he  muses.  *  ...  The  paradigm  shift,  yeah.  That's  just  something 
I'm  curious  about.  I'd  recommend  to  you  the  biography  of  [Sir  Alexander] 

•tming,  the  discoverer  of  penicillin.  Talk  about  difficulty  in  getting  a  new 
.  jduct  accepted!  I  mean,  think  where  we'd  be  if  we  didn't  have  antibiotics  ... 

rrrrrrrrRAGGHGGGGGmmmm 

*  ...  but  it  took  12  years,  the  Second  World  War  and  an  outbreak  of  gonorrhea 
in  North  Africa  in  order  to  spring  it  loose,  and  it  cook  Churchill's  personal 
intervention! " 

RHUM!  RHUMl  RHUM! 

He  crosses  Chain  Bridge,  heads  back  toward  town  along  the  canal  --a  little 
more  gently  now. 

imiiiiiirrrrrrrrr 

'Alcohol  fuel  is  much  smoother,  too,'  he  says.  'Gasoline  has  40  or  50 
different  compounds  in  it  that  detonate  at  different  times.  Ethanol  is  just  one 
compound.  There's  no  shaking  and  rattling." 

irrrrrrrr 

He  pulls  up  in  front  of  the  White  House. 

"Not  a  bad  car,  huh?* 
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GRAPHIC:  PHOTO,  C.  BOYOEN  GRAY  AND  HIS  ISTHAHOL- POWERED  CHEVROLET.  WAYNE  - 
ITIiOW;  ,  C.  BOYDEN  GRAY,  WHITE  HOUSE  COUNSEL. 
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An  all-star  New  York  latryer  disputes  the  idea  that  he's  become  a  White  House 

humbler. 

BYLINE:  By  David  Margolick 

BODY: 

Early  in  the  afternoon  of  June  3,  as  the  candidacy  of  Lani  Guinier 
disintegrated  and  the  search  for  a  Supreme  Court  Justice  intensified,  Bernard 
Nussbaum  slipped  out  of  the  White  House  counsel's  office.  He  had  an  appointment 
in  New  York,  and  he  was  determined  to  keep  it. 

•  Months  earlier,  before  names  like  Zoe,  Kimba  and  Lani  were  to  be  bandied 
about  as  often  as  Oprah,  the  Federal  Bar  Council  of  New  York  made  plans  to  honor 
Mr.  Nussbaum,  its  past  president.  When  the  event  rolled  around,  the  S6-year-old 
lawyer  received  the  usual  lawyerly  doo-dad  --  this  time,  an  antique  British  wig 
box  --  but  also  something  far  more  precious:  a  loving  hometown  respite  from  the 
'  ig^J^-pointing,  second-guessing,  and  character-assassinating  he  was  enduring  in 
jhington . 

•It  was  a  wonderful  evening,"  Mr.  Nussbaum  said  in  a  telephone  interview 
from  the  White  House.  "The  fact  that  450  members  of  the  bar  would  come  to  say 
'hello'  in  the  midst  of  all  these  attacks  was  very  touching.  It  gave  me  the 
strength  to  go  back  and  face  the  wolves . * 

Changes  of  venue  can  produce  st^u^tling  results,  but  Mr.  Nussbaum' s  move  has 
proven  to  be  the  most  dramatic  since  Simi  Valley.  In  two  decades  at  the  New  York 
firm  of  Wachtell,  Lipton,  Rosen  &  Katz  --  interrupted  only  by  a  Watergate-era 
stint  as  counsel  to  the  House  Judiciary  Committee,  during  which  he  supervised  a 
young  lawyer  named  Hillary  Rodham  --he  won  a  reputation  for  brilliance  and 
savvy.  He  was  literally  a  lawyers'  lawyer,  the  man  firms  like  Sullivan  & 
Cromwell  and  Kaye,  Scholer,  Fiertnan,  Handler  &  Hays  turned  to  when  they  got  in 
trouble . 

But  a  short  shuttle  ride  away  in  Washington,  where  he  was  supposed  to  supply 
some  gray-haired  wisdom  to  the  White  House  kiddie  corps,  a  different  Mr. 
Nussbaum  has  emerged,  at  least  to  his  mostly  anonymous  critics:  politically 
naive,  ham-handed,  tone-deaf.  It  was  he,  they  charged,  who  was  responsible  for 
President  Clinton's  trifecta  of  failures  --  his  first  two  candidates  for 
Attorney  General,  Zoe  Baird  and  Kimba  Wood,  and  now,  Lani  Guinier,  the 
star-crossed  choice  to  head  the  Justice  Department's  civil  rights  division. 

.   As  Ms.  Guinier  went  down,  only  hours  after  the  standing-room-only  crowd  feted 
I    Nussbaum  at  the  Harvard  Club,  so  did  his  star  inside  the  Beltway.  Time 
p-i gazine  called  him  "bumbling."  "That's  strike  three,  Bemie,"  declared 
Newsweek.  Under  the  headline  "Nussbaum  Sized  Up  for  the  Blindfold,"  The 
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Neahingtoa  Post  speculated  he  %««s  already  en  route  to  the  egress. 

Mith  a  Justice  still  to  be  selected  and  tnyriad  other  emergencies  to  tend  to, 
Mr.  Nussbaum  is  giving  few  interviews,  even  to  defend  himself.  Only  with  Lani 
Guinier,  he  said,  had  he  miscalculated,  by  assuming  that  any  difficulties  posed 
by  her  academic  writing  would  be  outweighed  by  her  record  as  a  civil  rights 
litigator. 

He  boasted  of  the  appointments  that  wor)ced,  particularly  of  Attorney  General 
Janet  Reno  and  her  top  aides.  He  insisted  that  the  skills  he  had  picked  up  in 
takeover  litigation  --  toughness,  the  ability  to  keep  cool  in  a  crisis  and  make 
quick  decisions  on  imperfect  information  --  mattered  more  than  more  Washington 
seasoning.  And  he  laughed  off  the  press  criticism.  'It's  sheer  nonsense,'  he 
said.  "It  goes  with  the  territory." 

He  said  he  retained  the  confidence  of  the  only  man  who  mattered.  "When  you're 
down  to  one  client  --  the  President  --  the  only  thing  that  counts  is  your 
relationship  with  Chat  client,"  he  said.  "If  that  relationship  is  good,  then  bad 
stories  mean  nothing.  If  that  relationship  is  bad,  then  good  stories  don't  mean 
anything.  My  relationship .with  the  President  is  good." 

"I  see  the  President  any  time  I  think  it's  reasonably  necessary,"  he 
continued.  "Unfortunately,  it's  been  necessary  too  many  times." 

Mr.  Nussbaum  conceded  he  had  not  anticipated  how  hyperscrutinizing  and 
jaundiced  the  eyes  of  Washington  are.  But  for  all  abuse,  he  said  there  was  "no 
'uider  job  for  a  lawyer  in  the  United  States.  "This  President  is  trying  to  turn 
...s  country  around,"  he  said.  "To  be  able  to  help  him  do  that  is  glorious." 

In  Mr.  Nussbaum' s  current  rarefied  world,  even  the  relaxation  is  memorable. 
During  the  N.C.A.A.  basketball  tournament,  for  instance,  he  aind  his  family 
joined  the  Clintons  and  Barbra  Streisand  at  the  White  House  to  watch  the 
Arkansas -North  Carolina  game.  His  83 -year-old  mother  has  also  visited  the  White 
House.  His  wife  and  daughter  got  an   inscribed  photograph  of  themselves  with  Mr. 
Clinton,  who  wrote:  "To  Toby  and  Emily.  Thanks  for  visiting  me  and  my  lawyer  at 
the  White  House . " 

Mr.  Nussbaum' s  days  start  around  7:30,  when  he  leaves  his  apartment  in  the 
Watergate  Complex.  Seldom  does  he  return  before  10  at  night.  Simple  pleasures, 
like  dinners  out  or  movies,  have  become  rare  treats. 

"This  is  an  all-consuming  job,"  he  said.  "Every  fiber,  every  talent  that  I 
have  is  being  used.  And  to  some  extent,  I'm  still  learning." 
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Following  is  the  text  of  the  letter  of  resignation  sent  to  President  Clinton 
today  by  Bernard  W.  Ifussbaum,  the  Vfhite  House  counsel,  and  excerpts  from  the 
President's  letter  in  response: 

Bear  Mr.  President: 

It  has  been  a  great  honor  and  privilege  to  serve  you  as  Counsel  to  the 
President.  I  an  proud  of  the  aceomplisfamenta  of  this  Administration  and  those 
that  I  know  will  be  achieved  in  the  months  and  years  co  come.  I  am  also  proud  of 

t  many  contributions  my  office  has  made  co  the  wide  array  of  policy 
.  atiativea  of  yoxir  Administration. 

It  was  also  an  honor  to  have  assisted  in  yotir  choice  of  Janet  Reno  co  be 
Attorney  General  of  Che  United  States,  Louis  J.    Freeh  to  be  Che  Director  of  Che 
Federal  Bureau  of  Invescigacion,  and  Ruth  Sader  Ginsburg  co  sic  on  Che  Supreme 
Court  of  Che  Oniced  Staces.  I  am  particularly  proud  of  aasiscing  in  your 
selection  of  more  Chan  60  men  and  women  of  Che  nose  distinguished  and  divers* 
backgrounds  ever  to  serve  on  Che  Federal  bench. 

As  I  know  you  )aiow,  from  Che  day  I  became  Counsel,  my  sole  objeccive  was  Co 
serve  you  as  well  jmd  as  effeccively  as  I  could,  consiscenc  wich  Che  rules  of 
law,  scandards  of  echics,  and  che  highest  cradicions  of  che  Bar.  At  all  times  I 
have  conducted  Che  Office  of  Che  Whice  Hoxise  Counsel  and  performed  Che  ducies  of 
Counsel  Co  Che  President  in  an  absolutely  legal  and  ethical  manner. 
Unfortxinacely,  as  a  result  of  concroversy  generated  by  choae  woo  do  noc 
understand,  nor  wish  co  underscand  che  role  and  obligacions  of  a  lawyer,  even 
one  accing  as  Whice  House  Counsel,  I  now  believe  I  can  best  sez-/e  you  by 
returning  co  private  life.  Wlch  Chis  leccer  I  am  cherefore  cendering  my 
resignation.  Ic  will  be  affective  April  S.  1994,  co  assist  you  in  arranging  for 
an  orderly  transition  in  the  Counsel's  office. 

I  will  always  value  your  friendship  and  chat  of  the  First  Lady,  and  will 
always  be  grateful  for  che  opportunity  you  gave  me  to  ser-'/e.  I  wish  you  both  the 
very  best. 
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Th«  Mew  York  Tlmca.  March  6.   1994 
0«ar  Bemie:  ' 

With  deep  regret.  X  accept  yotir  decision  to  resign  as  Counsel  to  the 
President.  Your  friendship  and  advice  have  meant  a  great  deal  to  me  over  the 
years. 


You  played  an  especially  significant  role  in  the  selections  of  Attorney 
General  Janet  Reno,  F.B.I.  Director  Louis  Freeh  and  Associate  Justice  Ruth  Bader 
Ginsberg.  .  .  . 

It  has  been  said  that  the  best  a  man  can  give  is  his  living  spirit  to  a 
service  that  is  not  easy.  And  we  have  worked  together  in  Washington  at  a  time 
when  serving  is  hard.  But  you  gave  this  Administration  one  of  its  liveliest 
spirits  and  keenest  minds,  along  with  your  special  reverence  for  duty  and 
friendship.  For  these  contributions,  I  will  be  forever  grateful;  for  your 
accomplishments,  I  hope  you  will  be  forever  proud. 
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In  New  York  Bernard  Nussbaum  made  his  name  as  a  high-energy,  white-collar 
litigator  adept  at  coping  with  crises.   In  Washington,  Nussbaum  is  known  as  the 
White  House  counsel  v.-ho  was  ccnsuned  ir/   crises  --so  much  so  that  he  felt 
compelled  to  resign  his  job  bsr"!-/  ■^ori    than  a  year  after  assu.-ning  office. 

So  it  ir  perhaps  no  s'-rprira  'nz   M'.ssbaur.  chose  the  comparative  warmth  of 
his  native  "aw  Ycrk  as  zr.e   plcce  zz   spaak  ou:  publicly  on  his  troubled  tenure  in 
the  naticr.'^  capital. 

In  a  y.~v.    15  aridr-ss  delivered  to  the  Association  of  the  Bar  of  the  City  of 
New  York,   r'u.^sbj'.in  defended  his  -rondurt  as  counsel  --  especially  his  handling 
of  sensitiv-:  :-3te:riaI.s  -.-.  the  a;ter:nath  of  cclleague  Vincent  Ft^ster  Jr.'s 
suiciC'2,  .-.:■.';  •'.i-  .-.ecisic.-.  to  neec  with  Treasury  Department  officials  about  the 
'.:.hitev.-.tcv  fi.-iir. 

Nurr'j.-'jT,  -ov/  a  partner  with  i.':.c.-.tell,  Lipton,  Rosen  t   Katt  in  New  York,  says 
that  if  !'■:  .-.ari  it  tc  do  over  ac-i;.,  i<.e  -vould  .landle  the  matters  the  same  way. 
What  fcll~.v;  are  ercerpts  fron  .::=  :c^v.  15  address. 

I  srer.t  ?0  ye-\r3  vracticin^  'v..   ir.   "ew  Ycf.,  and  no  one  oucfide  of  this  town, 
perhaps  tr.i.'  rocr-.,  ever  heard  c:  me.   I  spent  a  little  over  a  year  in 
Washir.rtc:  ,  a:-;,  .-■;r  a  short  tice   I  was  knowr.  from  coast  to  coast. 

Now  t'-t  :  :<T.  '  le-:  ir.  Mew  Vov;;.  I  realize  that  Andy  Warhol  was  right;  Anyone 
can  be  ::-■■<;   trr  15  minutes.   v.'.-.at  Hav.-aol  did  not  explain  --  but  what  I  now 
know  --  :   ■.:■-.•:  1^  ir.inutes  is  pie.nty.   1  should  have  known  there  was  some  risk 
in  goir.-  : c    -shir.nton.   After  yea:-3  o:  buil;■..^g  a  career,  I  let  my  practice 
shrin.'-.  tc  rne  cli-?;it . 

After  ■/•'■ir.-  cf  v.-i-ki:.-,-  m  ;'.-i;-.:   -.f.  ;e  bui.iings,  I  started  working  out  of  my 
client'  s  .'.-  s-j . 

Ar.i  a  "■:■••  Vcr---!r,  abc"e  ail,  jhc-.d  .".ave  ceen  wary  of  accepting  a  job  from 
somec-.e  \     ■    r.      -yuar;*;  f  sl3  .;v.-.nc  h".  r.  eve—.where.   But  it  wsa  an  offer  I 
cculci  :— .  ..:   v. 

I  rti"  ■  -v.  !  1  t  in  .■■■?hl..."c;  .  ..  ycu  --:.im  from  your  m:.  takes,  then  cvwi 

The  K  :•■■                           ••;.■?;  ;lnc  r.»  r  it  -.-.se  fcy  .jow.   Some  of  th  se  lesson*  «««r« 

en  rat:  •••.•         -cts  --  ::ow  ---..i.-  ••  .ould  ,e  said,  why  a  ha  rcut  is  •OMatlJMS 

a  tec  1  .           r-.  nc-  -c  c:  rl  at   ts" 
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But  in  hindsight ,  I  Chink  tnar  manycf  the  scrange  events  of '  my  year  in 
Washington  fit  into  a  bigger  picture  They  illuminate,  for  bettsr  and  worse,  the 
times  in  v.hich  we  are  living.   For  that  reason,  I  would  like  to  talk  a  bit  about 
my  own  ex--»ri-'»nce  as  counsel  to  the  president  and  reflect  upon  some  broader 
issues  rai?7d  hy  that  experience. 

My  fir=t  jcb  ainost  two  years  ago  was  to  participate  in  a  transition  from  a 
Republican  ad:-inistration  to  a  Democratic  administration,  after  the  Democrats 
had  been  cut  of  executive  power  for  so  many  years.   It  was  not  easy,  and,  to 
some  extent,  the  transition  is  still  going  on. 

In  view  of  [the  N'ov.  9]  election  results,  it  may  well  be  that  by  the  time 
this  transition  ends,  another  one  will  begin.   But  I  would  not  bet  on  it  --  life 
has  a  wa\-  of  rlaving  strange  tricks  on  us  all.   Republicans  as  well  as 
democrats;.   I.  h-2  were  alive,  you  could  ask  a  former  distinguished  member  of  our 
bar  --  Tr-  "-•ev.   I.n  any  event,  to  envision  what  it  was  like  two  years  ago  -- 
and  vhat  -    ■  I;-;  like  tv/o  yesrs  from  :aow  --  imagine  entering  your  law  firm  one 
day  in  "-      .•.   Ixr.gir.-s  beino  tcid  that  by  rid- January  everyrne  and  everything 
would  be    -  --  -"='--y  pirtner,  associate,  paralegal,  secretary,  messenger, 
every  r.=  -  :   v;l  iil-2.   Hut  you  had  to  see  tc  it  that  the  firm  would  be  fully 
cper;  tic:     ■  •..■St  it  be  oreparec  to  handle  ci-.sis  matters  on  a  daily  basis,  with 
an  entir-i .  ■  n  .•  t-r.=.r..  bnh  of  tvcf=3si_nal3  and  support  staff. 

This  i;7  'vh-Tt  h?.pc=.ns,  but  only  on  a  T.ore  significant  scale,  when  there  is  a 
chanre  of  r-.i;tic-,l  party  in  t.".-5  White  House.   Obviously,  it  is  important  to  the 
nntic-nal  l:-.-er-?  =  t  for  c'.-i    trans,  ticn  tc  be  as  efficient  and  effective  as 
p-;ss:bl-r.   '  v  ■  ■  -r^  b-.;-ps  alonz  the  v.-ay.   Eut,  overall,  it  worked  fairly  well. 

'.'n  r.xc-i' ■ -;■— .  ".i--l'=  Lav  .-irm' 

Ird-?- '   ::■  "he  rc.-ice  cf  a  f-;';  ;iicn-.h.j,  we  created  in  th-5  While  House  an 
ercel 1--  \    ~'\:    I  .v  fir-,  of  a  dc:en  lawyers.   We  did  it  the  old-fashioned  way, 
j;y  a"  tr"   l  r  ■•,-r--  good  people.   .  .  .  .^part  from  the  appointments  process,  the 
CDun.  el'-  T'f  ;-i  -is  CO.-  uitac  -y  the  uresid^nt  and  other  members  of  the  White 
HouS'i  strii  c  ;  thr  legal  and  ccr.stif.-.tisnal  implications  raised  by  a  host  of 
issu'-s:  f :.'--,  •ly.'?  in  the  r.iliiaiy   to  :y-vFTA,  -o  the  siege  at  Waco,  to  child 
porr.-grar.-.y  1  .ir,,    tc  ci--i_  ric.-.t5,  to  the  crinie  legislation,  t;  lobbying  reform, 
to  t;-.e  I-. . -1-1-. - : -i-i  i;.iti\tive.  ic  acticns  respecti.ng  Iraq,  Somalia,  Haiti, 
~-sn;.a, 

Tl-.e  T--1    -.■■   i=  that  tcday,  ai  the  highest  levels  of  go'-emn-.Tint ,  as  in 

r.ri  very  few  c.-.ir.gs  yo'.;  can  c:  without  consulting  your  lawyer 
-.;.  :  line. 

little  If.-.'  firr.  it  was,  as  you  can  see,  a  full  plate.  There  was 
--=.  7t  vj-.s  an  exhilarating  tir^e.  Now  I  know  t.-.at  the  matters  I 
:.■.-=  net  n^tessarily  the  things  1  am  best  known  for.  Other  items 
r-^  ccvara  •=  in  -  .t  pr'»ss  --  particularly,  the  review  and  handling 
-i-rruf's  -ifite  liirer  his  deat:-..  and  certa.n  me^ti.ngs  I  had  with 
a.'is- ■.:  tu-;   :  the  '..'.".itewe.ier  r.-.atter. 

-  -  ■'  resv.lted  i.-.  i.-.e  "Jiirover-y  which  led  to  r  ■  coming  home. 

■   ■:!  ?cr   :f  r.---.^  -^.^.ttirs  b-=:jre  Senate  and  rruse  committees 
c:  e  c  .--e  un-. ..  sc-ui  two  i.;  the  raomin-:.  Zz   vou  did  not 
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wacch  as  I  cor-peced  with  Jay  Leno  and  Civid  I-etterman  for  Che  Late-nighc 
audience,  vcu  pro'::ably  cc  not  wan;  to  ca  kepc  that  late  here.   So  I  will  spare 
you  the  c-?:3il3  of  that  lescir.cny. 

Sesidc-?,  a  full  account  of  r:/   appearance  before  the  two  committees  would 
shoe!-:  nary  of  you  --  you  would  iearn  that,  for  once,  I  did  not  do  most  of  the 
tal.'-.ing. 

Eut  I  c'o  wsnt  to  spend  a  little  time  telling  you  about  the  ratter  which 
caused  suc:i  ccntrcversy.   I  war.-  to  do  so  not  simply  to  tall  war  stories,  or 
defar.d  r.y  i:cncr.   I  v/ant  to  do  so  because  I  believe  my  experiences  are 
erslarr.atir  cf  a  problem  that  is  much  larger  than  the  problems  of  one  man. 

'  Tun-'arT'entnl  r'isur.derstanding' 

T;-.at  l-.r-^ev  prcbletn  ic  the  frllowing:  T.he  nedia  --  and,  as  a  result,  the 
pub". ic  --  3-;-e: .  tc  be  lacjring  ■:.::i±x   ;;  vather  fundamental  misuncerstanding  of  the 
rclv  of  '-:.^   cro.'^iden". '  s  .aunsel    T.hv:  principal  source  of  t.nat  misunderstajiding, 
:  t:-.-in':,  .  f;  t:;i  failure  zz   apcr  -late  i:mething  that  one  r.ight  .have  though 
o!:vi:u.':;  -:-.e  t^cz   th:.t  tna  president's  lawyer  is  a  lawyer,  and  that  every  lawyer 
--  -■•en  c  :   r  '.--jr^nting  the  pr-rsident  in  his  official  capacit  •  --  has  an 
c'-l;  •  ti'   -    •-'•2Sftnt  his  cli-i:::  foit.ifullv  and  zealous./. 

-  .  ^.  /^_.  ...  ci^^niy  £,  misunierstanding.   Wnat  I  want  co  suggest  tonight  ia 
t!:-.t  :-■"  (  -i-.i  :  (in  general)  and  some  in  the  media  (in  particular)  have  it 
=•:-.-"■•  '.  r  ■•■■•-!:  The  pi:olem  is  not  chat  lawyers  who  are  in  the  public  arena 
arr  iro  :   .c  ■  in  r°pre.=-5ntin=  chair  clients;  it  is  that  they  --"and  others  in 
c:.a  •  •.•';liv   r  -.•»  --  are  often  n:c  zealojs  enough,  because  of  a  fear  of 
a-::-  r.^nr--,   :  na:;acive  pufclir::/  and,  consequently,  of  unpopularrty,  of  loss 

:  fill  -if  — :  -n  thir  a  liccia  lat^r  o.n.   Right  now,  let  mf-   describe  an 
enr  '-i  n         -  ^r^rrat-ii  a  barrage  or  criticism,  but  which  gses  to  the  role  of 

<■■  -   ".  :r  .        ce  Hc.;sa  --  ..;•..-;  :  did  afr.ar  tne  tragic  deaih  of  my  deputy, 

V.:-.-  -..c  -   .   ■  -.a:;  Vir.ce  Fcs-.r  com-.ttad  suicide,  we  at  tha  White  House  lost 
a  f   ;:  1       •"■".  .  -^gnificanc  .-.uman  oamg.   He  was  the  .-o-se'-.ior  partner  of 
C  ■  ■.  lit     .    iL   n  we  rraatei.  and  it's  hard  to  imagine  havi:-.g  a  better  one. 
'■■'.    • ':  -         -   -il  ai  ..=(VS  tr:.-,.-  .".in. 

.~"!cn  aicar  '.'inca's  de..c.n,  7  ..as  q_ii.:ly  rsquired  co  ma.-;e  a  ludgment  about 
v'v.-.ar  :-  .-a   pr-par  tc  r^isfj^i  .    .  jv;--.:niorcam-::.:c  officials  co  ci.nduct  an 
•:•..■  -.jrde  :  s-:3:  ;h  cf  /inrr '  s  or:-:-.   :i  :  die  notning  regarding:  access  to  files 
in   is  c::i;a.  it  -./ould  ..ave  aviided  Cw..crovarsy .   But  it  would  also  have  meant 
a  :  =aci-      '-^cv  as  a  lawyer  and  my  coligation  co  protect  tha  interests  of  the 

"  — r-       .ifirial  a:.-:  parssna.  filas  m  .-ir.  Foster's  office.   Some  were 

f"   ;  3-  .  .    ,  .  -.cn  as  a  list  c:  pocsncial  S'jpreme  Court  nominees  and  others 
-"•"        :-.-■.-. i -.-a  c-v9rnr.r;.Cil  raccers.   :"c  was  my  job  Cc  maxe  sure  that 
c     "      -s  .iea.c  wir  ■     a  s-;:siol-,  balanced  way  chac  did  not  waive 

;■  -■■.la"       - rcT.ist  sacji:--  rc:.-::-ns  o..  a  wnolesaie  basi^. 

—  s \~:i:   wei   ic  r  -  .-  _a:.iib-e  -i-;d  balanced  acce-s  co  the  files  in 

7  ■■  vr's  ■:  i   .  '-i    sz\.    ::z   cc  - -^.aei-.--;  tha  -icilicy  of  cha  Whi-.a  House  co  claim 
-  --•"■':'       -"  •^■■nrasj  ichei   or.cerni;  wi-.h  respect  to  s^nsit.ve  materials. 
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although  ruch   clains  were  ultimately  never  exercised.   And  we  sought  to  meet  the 
l6gicir.s"  ;  ir.-  v.-ar-.s  of  law-enforcement  agencies,  which  were  t;:en  searching 
primaril'.  ftr  :-.  nuicide  note  cr  an  extortion  threat. 

What  r ■ i  w?  do?  On  the  nig;.c  of  Vince's  death,  I  and  cwo  others  spent  a  very 
brie:  pei  ?d  cf  time  in  Mr.  Fester's  office  looking  to  see  if  he  had  left  a 
E-.-.icida  :.:;2.   Wa  found  none  ar.;;  we  '.^f.z.      I  removed  nothing,  r.or  to  my 
kr.owledg.r  did  anyone  else.  The  ::-.argfc  has  been  repeatedly  made  --  as  recently  »■ 
t'.-o  weeks  ago  in  an  advertiser-»r.t  in  th*  New  York  Post  --  that  I  and  others  in 
the  White  House  removed  documer.cs  from  Mr.  Foster's  office  on  the  night  of  his 
death.   T;-.at  charge  is,  plain  and  simple,  a  lie.   On  July  22,  -ess  than  48  hours 
after  Vir.re's  daat.h,  in  the  presence  of  law-enforcement  investigators,  I 
r'^viewed  --.e  files  and  documents  in  Foster's  office.   I  described  the  files  to 
t:e  inv----  i.--- • '.--.  to  ensble  them  to  decide  whether  to  ask  for  amy  particular 
c-  curer.t.  .   ":  :  ir.vestigators  did  ask  for  certain  ones;  all  of  them  were  turned 
c"-er  wit.  •!  c.    --hcvt  nericd  of  tirr.e. 

Also  '-  Jv'"  22,    I  ga"e  the  personal  papers  of  Mr.  Foster  ar.d  the  Foster 
f?mil'_-  t  -i-:   :  ttcrney  for  the  f-r.ily  who  was  present  at  the  review.   The 
-.-amrte'.-   .  t:  -:  rnpers  vc.s  mAdi   i:.   t;.-»  preseiica  of  the  investii-ators.   I  told 

-:-e  ir.'---"--i :~r-.=  to  tal.--  to  rt---r-.-'s  family  lawyer  about  any  -rf  his  personal 

f' ■cur5.".t.  -...-:-•■  wls.^ed  to  reviev. .   The  .nvestigators  did  later  ask  to  see 
v-rscnal  ;-. -u-  -iits  sad  thay  wei-.  shown  them. 

Aft^r  ^   -r.;-3r.t  review  on  July  22,  I  arranged  to  send  the  personal  files 
cf  tl.e      -   1  •-;;  '.tr.  Foster'?  cffic^  to  the  president's  per.jonal  lawyers. 
":  -ey  i:-        -^v-.-iir.  fi"3s  o:  z.:i   piesider.t  and  the  first  lady  relating  to 
-.;.eir  '         -  :-:-S--as-r,te  i:v.-==tm-=:it . 

This    -•<-  -n,  to  ser-1  files  tc  the  president's  personal  lawyer,  has 
c«nerrit-   •:•:■-.  ci-r.troversy.     r.as  c--in  repeatedly  insi.nuateu  that  this  %ras 

■  ne  b-:      :  r:~.^   dee-w  cones.:-,  ..•itn  the  W.iitewater  matter. 

The  f.  :t:-.  is,  thet  ir.  July  ..-:,  ■.^h^':\   these  files  were  transferred,  I  could 
r.-it  hav-  ■■).i   ■•O'.;  v/r  cit  Wj-.itewat  tv  •.-.•as.  It  was  not  until  months  later  that  the 
■..'.iite  :■:;       -  i;-.fci-!nec  that  a:-,  investigation  involving  Whitewater  was  being 
conduct        ?  " -"fclution  Trust  Corp. 

The  •  ■    r-t  cut  in  the  ir.dape.ident  counsel's  report  on  Mr.  Foster's 

r-iicic-  t  -Ir-.Tr  tr.at  ir.  July  L9?3  Whitewater  was  not  on  anyone's  mind  in 

ti'.e  V.'hit  .  •.  3,  including  Mr.  "ester's.   Whitewater  was  not  mentioned  in  Mr. 

Foster's  ■ino;.:s,  polcnant  torn-uc  writing,  nhat  was  found  m  the  bottom  of 

■;  is  briv'  T  ■.■-:i-inc  thi."  peri'-,  r.r.d  f.med  ever  to  law-enforciment  authorities. 

■  -•.  Fort  i   li;"t  s  nur..cer  r:  .:..nc=  which  were  bothering  hin.   Whitewacer  was 
:.jt  or-5  ".  .  •-. 

But  c-  — ^-5:  ts  cf  the  -.rresidc -.-.  ;or.ti.nue  tc  ignore  thes-i  faczs.   They  ignore 
t)-;em  fc- •        ^y  ire  ir.consist-int  with  their  misguided  and  malicious  conspiracy 
-.  eori  I 

Why  '•■  ?<■  tr-.nsfrred  -.^  -:.a  piesider.t '  s  personal  lawy-rrs  In  July  1993? 
-'■ley  v.-  -^.-••.i;  be.r.use,  ..:-.-:  - r.s  docu:-e:'.t3  I  handei  to  oster's  lawyers, 
•  ey  •.-■  .r. -  :::  na--re.   T:-.=y  involved  investments,  personal,  financial 

tter  .        :    li'e.   '.■.;ey  wj^i---  -.s-.  i  cy   Mr   Foster  in  the  Wh.te  House 
■  uns-il'        :  ro  =(ssi-t  th-   .  't  ?  nil-*  in  cor.cletinc  finar.cial -disclosure 
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The  wc  rk  or.  these  projects  was  complete.   With  the  death  of  Mr.  Foster  and 
Che  official  i-eason  for  our  ofi.ce  possessing  such  personal  files  at  an  end,  no 
one  in  tr-^  white  House  counsel's  office  would  be  working  on  these  matters,  or 
using  th-  i   files.   After  a  lawyer's  death,  a  client's  files  in  a  lawyer's 
office  b-.  .or'-  to  the  client.   That  is  what  I  have  been  taught  to  believe.   The 
personal  .'il-er  in  Foster's  office  belonged  to  the  president  ana  first  lady.   And 
so  they  viva  sent  on  to  the  First  Family,  which  promptly  trainsferred  them  to  its 
personal  r3un.<?-il.   Khen  the  Whitewater  matter  did  erupt  in  the  press  five  months 
later,  «'•  •'.-.•  request  of  the  Department  of  Justice  or  the  independent  counsel  for 
cocxiraent?  was  ;:onored.   The  president  voluntarily  made  his  personal  files 
relating  -o  t^-.is  issue  available  ^o  investigating  authorities. 

Nothi::  ;  was  done  to  prevent  ar.y  document  from  subsequently  being  turned  over 
to  law-et  :.irc---nent  suthorities.  --:-  from  being  subject  to  appropriate  legal 
j-roces.fl.   '.'.••3  ■-;c'.:r.ents  i/ere  prsrer'/sd,  as  was  the  right  to  claim  privilege, 
'..'.at  ri'-' ■■ .  "   t  mid,  wns  nev=;:.  exercised. 


Loo!:i: 
:  was  re 
>giti:- 
;  3  svr.-c 


:,    if  I  ha-i  to  cj  -i  all  ever  i^gain,  I  would  act  in  the  same  way. 
-o  v.a'r.K   a  promti  -udgnen;  and  I  sought  to  balance  various, 
vests  in  a  sensisle  manner.   This  is  the  way  I  believe  a  lawyer 
-i-t.   But  what  sr.  cutcr\-  resulted! 


An  cu- 
meetinos 


' oo  resulted  frc- 
.i-e^pvr'/  cffici.-l- 


J  fact  that  months  later  I  attended  certain 

.■isir.a  out  of  the  Whitewater  matter. 


At  th-  ■■?  ratings  we  were  zz'.i.   that  the  RTC  staff  was  referring  an 

investic-  -••    -  :t  .in  ArKansc.s  saving?-and-loan  association  to  the  Justice 

repart-  e  -   -.  t.'.e  president  ir.d  first  lady  were  mentioned,  but  only  as 

rstentis  ■.?.•!,-  and  that  :t  v.-is  certain  that  there  would  oe  leaOcs  about 

this  i:v  .z\.      Kit.'-.in  a  ;:..•■  _r  tv/o,  this  prediction  aboui  leaks  carae  true. 

These  :  -i-  --.t;'.  Trea:=ury  cffitials  were  i-.eld  to  help  the  Wnite  House  respond 

<-:cura"e  ■"lly  to  cress  inquiries  about  this  investigation. 

'The  Tsr-  •   c-  C:--->or.erts' 

The  i:-  --T-i-le  re^li-v  is    --  a  cresider.t  is  nuch  mere  li  :ely  than  anyone 
else  to  ':  ;  t;v;  subject  c.-  lea/-.    :-:e  i£  ci-.e  focus  of  overwhelcrmg  media 
attention.   :•-  If  ti.-:;  target  f  -::oor.e.".".3  wh-r  feel  no  hes.tancy  in  misusing  or 
riscorti:   1  ••  '■■■■':   ir.fortr.ation  i..  an  eft--rt  tt  discredit  him.   A.nd,  of  course,  he 
:.3  req":i   '  -   --*-.inus  to  act.  :,t  t;-.e  sare  time,  at  home  and  aoroad,  as  this 
raticr.'s        :■•••. -utive  officer  -.id  or- ---nand.ir  in  chief. 


I  bel 
rouns*?! 
to  prer?s 

r  isinf  tr- 


■"•.".,    and  1  believe  nov.',  chat  it  is  proper  for  c.-.e  president's 
-..".e  president  prepare  himself  to  respond  accurately  and  promptly 
.iS  in  suc.T  a  circumstar.ee  and  to  defend  the  president  against 
ir.d  cis-i.-.f  ormat  icr  . 


It  go-- 

direct,  > 
'ould  i'e 


!t  savinr  tha: 


-s  r.vt  a  proper  White  House  function  to 
-th   r:'.e  outccr.e  of  an  i.-.vest  igation.   That 
:   ~.-'   r.cc  ..apper. 


*arly  -■.: 


■ rovei 

-light 


•vhen  T  to?  Treasur--  off  .cial  told  me, 
.;Ti.=el.  fror  the  w.-._cewa  er  matter  -- 
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even  chon'-'i  h--  had  teen  advised  chac  he  had  no  legal  or  echica.  ducy  to  do  so. 
I  respon   i  t.  -iz   he  should  carefully  consider  --  in  consultation  with  ethics 
officers  --  c!  .■  acnrooriateness  of  such  an  action. 


At  th«T  tin-1 
Hanking  C?~.-.it 
from  anycr-.ir.g 
for  doing  so. 
administi-.-^zicr 
important  prir 
policy.  .'•=  c 
cbligatec  zs, 

I  beli  ve'^ 
option  c"  -ivc' 
inconver.i  ■■'.z, 
to  step  ;  ■'.:'■-. 
officers 
ree  th-rr.  •/::; 

This  .•  ■  -n  • 
nthics  v.-   .  - 


the  I'reasury  official  spoke  to  me,  certai.n  memb-trs  of  the  Senate 
:-2e  were  pressuiir.g  administration  nominees  to  r-5cuse  themselves 
:o  do  with  '.-ihite*ater,  even  if  there  was  no  legal  or  ethical  basis 

They  v/ere  holdir.j  up  nominations  to  get  their  way.   The 

was  resisting  such  efforts  for  blanket  recusal.   For  me,  an 
:iple  was  at  stake  here,  as  well  as  a  matter  of  administration 
•■T-.s-il   to  the  president,  I  was  entitled  to,  mdeen  I  believed  I  was 

v.r-.ort  th.Tt  principle  and  that  policy. 

-hen  --  and  I  believe  now  --  that  public  officials  do  not  have  the 

iii^  their  responsibilities  simply  because  they  are  difficult,  or 
.•;r  cecause  the  officials  find  it  personally  or  publicly  expedient 

Kl-.ather  they  ta  judges,  or  legislators,  cr  hign  executive  brainch 
:■;  officials  hav--  ?.  duiy  to  do  their  duty,  to  call  them  as  they 
-•:t  regard  to  pc.iricai  pressure  or  media  heat. 


•T.-ii   out  to  be  z: 
-■  rts  were  revi; 


view  of  the  nonpartisan  Office  of  Government 


wed. 


Nev^r 

in  the  • 
rr  ?rc-v 
lamous  " 
-  hi.igs  1 

For  t 
someone 
iT.pror:-" 
toing  ■. . 
lecent 
conduct , 
f'tanfc:- 
rar'/'elc- 

"he  mc<?; 

.  ee-i  tc 
;.e  alwa-. 


:  learned  that  this  is  a  controversial  notion  in  Washington  and 
:r^.  the  talisT-ar.,  the  pious  concern,  is  not  so  much  for  duty 
:t  for  Irow  th-.-.g=  apt  jar,  o-  can  be  made  to  ai^pear.   The  now 
:-  cf  int-ropriru/ ■  sr. .ir.dard  places  the  ultimate  emphasis  on  how 
•-:n,  nr-.re  p. --•  l.=  el/.  now  t;-.ey  can  be  made  tc  look. 

::-.'.    res-  iting  .^ssor.  is  to  shy  away  from  doing  anything  which 
cl.iim  looks  ir.-.croper  --  regardless  of  whether  or  not  it  is 
'  -r'pearing  t-  do  wrong  prevents  too  many  in  Washington  from 
.-.   Th.-.t  is  c  prescription  for  weakness  and  paralysis.   This 
-.  the  "r.ppearar.ce"  of  conduct,  rather  t.-.an  the  substance  of 
rv.i.  ject  of  a  crwerfui  critical  essay  nc;  too  -ong  ago,  in  the 
■•;.  That  essay  contained  an  apt  quotation  fror  Henry  Fielding's 
■.e  History  of  Tom  Jones,  which  goes  as  follows: 

■pearance  of  V.rtue,  when  it  is  only  an  Appearance,  may  .  .  . 
less  C':Timenc3;;l-r  than  Virtue  itself  .  .  .  bur  it  will  however 
rnt  need . 


All 
:he  IS- 


■n:-3  me  to  reflect  on  the  role  of  counsel  to  the  oresident  in 


Mar- 

-resic 
usm-- 
-port 

•  nc  re 
iverr 
he  o :  - 


re- 

T,  hav--- 

d   ; 

-ates. 

vei 

•iities 

bf- 

•veen   .- 

e   ■ 

Ise. 

re 

i-ole   ; 

ar.- 

the 

S'irved  as  counsel  to  a  preside:.;.   Maybe  not  the 
::-t  cf  ot.-ier  institutions;  cor;;oration3, 
,  rar  associations.   To  tc  sure,  there  are 
=^vesr:::ting  t'.-.e  president  Df  t.-.--;  United  States 
"■---  ,  -f  1  ;c--::isel  zo   the  prasic-nt  is  forced  to 
;  rv  la-A-yer  ger.erally.  we  will  have  weakened  both 
-fice  cf  president. 
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And  W--  will  not  have  served  cui-  couazry. 

-ishionable,  ac  che  time  of  my  resignation,  to  assert  that  the 
pr'fsident  is  really,  counsel  to  the  presidency  --  that  I  should 
•nys-slf  to  the  cfiice,  to  the  institution,  to  th3  white  House, 
;■  -T-srEon.   In  part,  I  understand  that  view.   My  role  did  include 
i-=titutional  interests  of  all  presidents  --  even  Republicans. 
:it  there  are  some  purely  personal  matters  that  should  be  handled 
ttorney.   ror  example,  I  never  drafted  the  president's  will  -- 
-i  fortunate  for  him.   But  I  also  )uiow  that  the  counsel's 

to  the  instituticn  of  the  presidency  begins  with  advising  "the 
iividual  in  that  office.   You  do  not  give  advice  to  a  building  or 
u  can  only  advise  its  current  occupant,  who  is  a  human  being. 


■r.  being   -  in  ;-.i3  or  r.er  .ifficial  capaci-.y  --  is  the  client  to 

vi  ':  y  an  ethicr..  "luf..  .  k:\d   that  duty  includes  the  duty  to 
■-.ir.incss;    to  represer.t  hin  zealously;  and  to  help  him  achieve 
-ir  j-^ctives .   Th?sa  are  duties  that  a  lawyer  has  in  representing 
:'/  cannot  be  coxprcmisei  because  the  clier.t  happens  to  be 
-...:   'J-ited  Ctates.   To  be  sure,  the  White  House  ccunsel  cannot 
■  L-=sioer.t' .?  pers'.;-.al  interests  when  they  may  conilict  with  the 
-ticr.r  of  t.".e  pr-isiiency,  or  when  they  are  entirely  unrelated  to 
:;vesident . 

■■■=fs  do   affect  ar.z  ara   related  to  the  president  m  his  official 

i?=i-.es  cirtainl  ■  include  the  confidentiality  cr  documents 
-  - :z   to  piivilece,  the  potential  impact  of  a  misleading  public 
■I'lr.inal  referral;  and  whether  executive  oranc".  officials  can 
■illy-nilly  v.r.en  there  is  no  legal  or  ethical  obligation  to  do 


It  ber 

•re    f 

counsel   • 
liave  de'' 
rather  t 
cefendir.- 
And  I  3-. 
by  a  priv 
v.'hich  wa^• 

.   th". 

Tte--. 

the 
e   1 1'. 
■  te  5 
CTuit 

responsii- 

.lit', 

particulr. 
an  offic--- 

.-   ind 

Y- 

•An  Ethir 

- 1    C" 

?jid   - 
who:n  y 

-.    !■■ 

•  resei- 
:  is   le 

"■■-.'■ 

ny  cl 
:resic 

■■:    -. 

recref  • 

-.  •■? 

leciti- 

...... 

his     S6       ■ 

■j    "' 

3ut   — 

-    i 

capacif 

r 

rotanf. 

.  isclc 

..'. 

;  icj.se 

-he  dii-- 

Mos- 
--  3hc;: 
shc,.ac  : 
-..-.e  pel: 
-  rind. 

The  : 
-ntitl--- 
•  nrsstr: 
. egiti" 
:  is  cl: 
■  oncer:: 


:icns,  tlie  cov. 
..-.  furti-.erar.t-- 


•.sel  to  the  president  has  every  right,  indeed  has 
o:  t;;e  oresident's  interests. 


:-. .  :o  Ici/.yer,  r.      wCu:-..':*!  --  let  alone  coj.-.sel  ;o  the  president 
;  :rcm  th.. t  duty  to  protect  his  own  image  or  standing.   A  lawyer 
•--•-i_,  he  ethically  ca.T:-.ot  --  turn  his  bac:  on  :.is  client  because 

:i-.ia  h=at  wil'.  :;e  turned  up;  because  scr.eone  with  an  auce  to 
■■    t  5  sell,  may  attempt  to  make  proper  con.:uct  appear  improper. 

;  ct  the  t'nited  States,  acti.-.g  m  his  official  capacity,  is 

5  r.  lawyer  i.-i  z'r.-.   White  House  who  will  give  hir.  candid, 

•.d  ccnf ider.tial  sdvice,  who  will  act  to  help  hin  achieve  his 

-ti"S3  as  presid-ir.t.   Such  a  counsel  will  contribute  far  more  to 

:o  t;:e  country,  ir.an  one  w.no  is  paralyzed  by  an  overwhelming 

»=irsrces . 


As 

ell  f 
.•.ere 
rray 
ic.h  c 
very 


rttir.n  COU.'.S 

e  li'  »  in  .s 
;sk  c:  wror.- 

:n'rr.t  tools. 

a  critical 
-over:--:ient . 


i-  oe  ccunsel,  I  am  well  aware  ■ 
p:.rti  .-ularly  cyr.ical  ace.   :  a. 

':  ■  •  nc  ir.  !-.ig.-.  places.  7c  orcte 
.:-.d  ct-gr-iSiional  .learin  o,  ar.. 

."cle  .:.  protecting  our  naiior.  f: 
£=pe-ially  a  resoonsible  oress 


-  believe  me  I  am 

so  recognize 

t  us ,  we  have  an 

a  tree  press. 
om  corruption  at 
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3ut  thTe  is  also  a  risk,  an-i  it  becomes  greater  each  day,  that  cynicism  and 
ser-.^acior  lisr.  will  undermine  our  system  of  oovemment .   We  have  fewer  and 
reedier  i  .•itec-icns  against  tr.a  ir.sk  that  our  trust  in  our  leasers  will  be 
ercied  --  not  :-y  resl  scondal,  i.ut  bv  wave  after  wave  of  -jnorcven, 
cer.satior  .liz' -i  alltgatir.s.   Y«t  .f  we  grow  to  trust  no  cne,  representative 
cemocrscv  •.•ill  r.o   longer  be  possible. 

Our  politic.  1  life  has  been  immeasurably  coarsened  in  recent  years.   In  these 
days  of  '  -.re  -cpy"  and  The  American  Spectator,  there  is  no  story  too  bizarre, 
or  thinly  r-iserrci-sc,  that  it  cannot  appear  as  part  of  our  national  news,  that 
it  cannot  .:'d  T--~-~   into  our  homes  each  evening.   And  our  established  news 
cutlets,  ~J  ti'.i-v  coirpete  for  a  place  in  the  sun  in  a  world  of  hundreds  of  cable 
channels,  -re  increasingly  taking  their  tone  and  their  stories  from  the  fringes 
cf  our  n-  -.  icn- 1  r.enia. 


Harp* 
rovera/-^ 

■  hitev;.  ■: 
this  p: / 

Abs»r 
the  wh  ;■. 

■  :hite'  - 
<■  ■jmina-- 
:  ore  c. 

•  iti'.er  ; 


■jflzine  just  last  nonth  ran  an  analysis  of  T.he  New  York  Times' 
t^v.-Mer.  It  is  jailed  "rool  fcr  Scandal:  How  t.-.e  Times  got 
•.'•  :  comr.and  it  to  you.   The  core  of  the  article  is  reflected  by 

-.^sr-talisnanic  rcls  of  The  New  York  Times  in  American  journalism, 
:  ^f  allegations  and  suspicions  subsumed  .inder  the  word 
t  r.ever  have  made  it  to  the  front  page,  much  less  come  to 
-.ic:-.?l  political  dialocua  for  months  at  a  time.   It  is  all  the 
.  z.:cn,    t;-.at  mo;-  zz   zhi   insinuations  in  t.he  Tires'  reporting  are 
—  l\i:sibl'r  or  d=;-3.-.strablv  false. 


-  wi 

rharoe- 
-  3r.=iv. 
••isi-.e."? 
i  usoec- 


>c-ite  for  /ou  t.-.-i  article's  detailed  rebuttal  cf  the  Whitewater 
-.'.-•»  press  again.-;  the  president.   But  I  will  q-.:ote  its  apt 
r...'.   pcst-'.-latergata,  post-everythinggate  culture,  no  reporter 
■  i:-..'-ufficientl7  prosecutorial  --  particularly  not  when  the 
:  r-  =  sider.t  and  liis  wife.   By  definition  t.^.ey've  got  to  be  guilty 
:•-.•'  as  v.-ell  be  Wnitewater." 


::ow, 

ac  :  t- 

\r.  ■   c: 

ic  .-.Ic 

:  f.-.oul 

■..ha- 
-r<?  ic 
~.t    rr 
n.  -.h  ■ 


"^■1  may  respond  to  such  criticism  of  media  excesses  by  quoting 
'efferson,  whc  began  his  career  by  deifying  the  press.   As 
.Vffer.=on  saii:  "Were  it  left  fcr  me  tc  decide  whether  we 

••■i-.-nment  withoui  newstapers  cr  newspapers  without  a  government, 

■ii-ite  a  Tsment  ic  preier  [newspapers)." 

i:.-  torgat  is  that  Jefferson  ended  his  career,  after  being 
•  --li.ng:  ".^  man  who  never  looks  into  a  newspaper  is  better 

••  reads  the::i;  inasmuch  as  he  who  knows  not-'iing  is  nearer  to 
c    mind  is  filled  wit.T  falsehoods  and  errors.  ' 


.low, 
■.ov.  ih  ; 


t.T  admit,  he  sounds  even  angrier  than  I  do,  I  guess  it  was 
:-•!  in  those  davs  also. 


■:1  -ic- 


!  ullet  to  -  ■  ..  th-  ::.:■.  I  .:  cynicism  t;-..it  e.xists  today.   But 
:ic:.  ti.jt  I  ;:._»  v.^'.   a   considered  crr.zy,  cu;  is  not.   My 
-.Ingtc:.  needs  ;r.ore  ■?■■.  id   lawyers,  not  fever.   My  idea  is  that 
■•  rail',  shoulc  hew  rr.re  clcseiv  to  the  ideals  of  our 
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!*•  !••  -^rs  •rroM  and  accept  that  our  joos  nay  include  tad  press  and  conflict. 
W«  are  f  .iliar  virh  the  concepc  chac  you  mus:  do  your  duty  Co  your  cliene,  even 
in  Che  i'  -i  ci   vi:':-3spreac  disapproval. 

When  '  *  ar*  at  our  best,  we  know  whac  it  tn-ans  to  be  steadfast  in  difficult 
circiMT.st:  •.c-=:S  --  to  be  principlee,  consistent,  and  stronu. 

That  is  too  often  missing  in  public  life.   It  needs  to  be  retrieved.   And  I 
believe  i:i  the  long  term  --  even  the  medium  term  --it  net  only  makes  for  the 
best  gov-i--.-nr.er.t,  it  makes  for  the  best  politics. 

3efor--:  I  sit  down,  I  should  take  ny  own  advice,  and  be  noncynical,  and 
express  ■  •'  nr.-iti"2  feelings  fcr  my  year  as  counsel  to  the  president.   I  waa 
f -se^ly  :•   - -v:   to  serve  r.y  country  and  the  president.   I  will  always  be  grateful 
-0  .•■'.im  :    -.':->  crr''5i"'^unity  he  gave  me.   And,  as  I  said  earlier.  I  am  proud  of 
car  achi  ••^•-ar.tf!,  of  how  I  servsd.   I  an  in  some  ways  just  as  proud  of  how  I 
Is:-,  r-:   :-■■-  "t  al]  tiroes  I  did  my  auty  as  1   saw  it  --  at  all  times  I  called 


?.eri 


.'o   t!- 

rhr 

-ler.:- 

•■  •■''■' 

ot;:- 

-he   r 

rar 

-•ec   ': 

■    5V 

Dtic 

.".e 

tl.r 

.   3 

-he.: 

;    »; 

.her 

Jell, 

r.v: 

JU/'"- 

:oA 

D-r.-.: : 

■?  ??':ill  in  the  admir.idtratior. ,  I  wish  the  best.  As  a  tribute  and  as  a 
z->  zh-y.r..  in  thtae  difficult  days  --  and  to  all  those  who  enter  this  or 
.- "-■:■. i.ctration  --  I  wculd  invoke  the  words  of  Teddy  Roosevelt: 

•  'it  '-•"'•'^rcrs  to  the  man  who  is  actually  in  the  arena,  whose  face  is 
•  ■-  -:■   .<;weat  and  cl:od,  who  knows  the  great  e.nthusiasms,  the  great 
■■•".rs   hirself  in  a  worthy  cause;  who  at  best,  if  he  wins,  knows 
,  -  :  achievement  and,  if  he  fails,  at  least  fails  daring  greatly, 
•  •  :  :  r'.-.all  never  re  with  these  cold  and  timid  souls  who  know 
-   •■  r-r  defe.-«t. 

.  ;■:?.•••  row  known  a  little  oi  both. 


ir  19,  1394 
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THE  WHITE  House 

WASHINOTON 

Angust  6,   199S 


BY   Tirr-gCOPY 

Robert  aluffra,    Chiaf  Couim*1 

Onitad  Statas  Sanata 

8p«oial  coimllrtea  to  ZnvastLlgata  tfhltavatar 

Davalopaant  CozporaClon  and  Ralatad  Mattara 
S34  Dir}caan  Building 
HaAtainqton,    D.C.      a0510-«07S 

Daar  Bob: 

Thla  lalitar  raaponda  to  tb*  CoamlCtaa's  rvquest  for 
information  about  persona  with  accaaa  to  456-6266,  the  ptiblic 
talsphona  nunbar  for  the  Office  of  the  First  Lady,  as  nodifiad  by 
your  latter  of  August  4,  1994.   It  also  addresses  questions 
raised  in  your  letter  of  August  2,  1995. 

X  have  spoJcen  vith  Kelanne  Verveer,  Deputy  Chief  of 
Staff  to  the  First  Lady,  vbo  is  on  Yacation.   she  has  no 
recollection  of  spealdng  with  Susan  Thonases  on  July  20-22,  1993. 
Numerous  atteapts  to  oontaot  Heel  Lattiaore,  the  First  Lady's 
Deputy  Press  Secretary,  who  is  in  China,  have  failed.  Others  who 
forked  in  the  Office  of  the  First  Lady  at  the  tise,  however, 
believe  it  is  unlilcaly  that  Ha.   Thoaases  would  have  asXed  to 
speak  vith  h<»  about  events  related  to  Mr.  Foster's  death.  We 
will  continue  efforts  to  reach  Mr.  Lattiaore. 

Before  receiving  the  Coaaittae's  aodlfied  request  on 
Friday,  we  did  aanage  to  contact  a  number  of  the  elderly 
volunteers  who  wocXed  in  the  suite  of  oCficea  into  which  calls 
placed  to  4S6-6266  were  received  dxiring  the  relevant  time  period. 
Most  of  them  said  that  Ms.  Thoeases  was  a  frequent  caller  to  the 
office.   None  had  a  specific  recollection  of  spealcing  to  Hs. 
Thoaases  on  the  days  in  question. 

Z  understand  that,  in  seeking  the  above  information 
froB  the  White  House,  the  Coaaittae  hopes  to  determine  with  whom 
MS.  Thomases  spoke  when  she  called  456-6266,  as  reflected  in  the 
telephone  records  she  produced  to  the  Coamittee.   In  that  regard 
Z  note  that  on  any  particular  call,  Ms.  Thoaases  could  have 
called  into  456—6266  and  have  bean  transfarred  to  a  different 
number  and  then  spoken  to  someone  in  the  White  House  other  than 
those  people  we  have  questioned. 
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Robu^  6lu££ra,  Chiaf  Couacal 
Anqoat  i,   199S 


IB  your  lat^ar  dated  Auguat  2,   199S,  yoa  raquastad 
doouaenta  and  coapntar  raoorda  ralatlnq  to  Xa.  Gorbaa'a  taatlnony 
that  aba  Balntaiaad  an  Indax  of  Vlncant  roatar'a  fllaa  on  bar 
bard  drive.   W*  hava  looatad  such  an  indax  aaon?  text  Cilea  that 
vara  downloaded  from  Ha.  Gorbam'a  bard  drive  at  the  tine  sba  left 
tba  Wtilte  Houae.   The  electronically  stored  doouaent  is  identical 
to  tJtxa  document  ve  produced  to  the  Coaniittae  as  Z  001110-17. 

nie  eleotronio  record  of  tbia  docuaent,  vbich  wae 
Stored  under  the  naae  7XLB8.VW7,  reflects  that  it  waa  last  saved 
on  October  29,  1993,  at  2il4  p.m.   I  am  enclosing  a  page  froa  a 
direotory  of  filae  on  Ms.  Gorhaa'a  hard  drive  that  vas  printed 
out  on  Noveaber  9,  1993,  which  reflects  thia  inforaation  (Z 
001327).  There  are  no  other  indices  of  Hr.  Foster's  files  aaong 
the  coaputer  files  downloaded  frca  Ma.  Corbaa's  hard  drive. 

in  your  August  2,  199S,  latter,  you  asked  a  series  of 
questions  about  the  Indices  bearing  Bates  nuabers  Z  001104-09  and 
S  001118-23.   According  to  our  records,  these  documents  were  in 
the  boxes  of  files  chat  vera  paclcad  by  Toa  Cascleton  in  Noveaber 
1993.   The  document  bearing  Bates  nuabers  Z  ooii04-09  waa  in  a 
box  identified  by  Toa  Castleton  as  containing  docuaents  Croa 
Cabinet  Z  of  Mr.  Fosrar's  office.  The  docunent  bearing  Bates 
numbers  2  001118-23  was  in  a  box  identified  by  Mr.  Castleton  as 
containing -aatarials  rroa  Ms.  Corhaa's  desk. 

-^         We  understand  froa  Ms.  Gorhaa'a  recent  tastiaony  before 
the  Coaaittee  that  she  aay  have  prepared  these  indices  initially, 
but  does  not  recall  updating  thaa  on  July  32,  1993.   Those  who  we 
believe  aost  likely  to  have  inforaation  about  the  preparation  and 
aeintenonce  of  these  indicee  are  Ha.  Sorbaa,  Linda  Tripp,  Batay 
Pond  and  Toa  Caetlaton,  all  of  whoa  already  have  given  tastiaony 
to  the  Coaaittee  under  oath.   Please  let  us  know  if  we  can  be  of 
any  further  help  to  the  Coaaittee. 


Sinoetjely  yours, 


Jane  C.  Sherburne 

Special  Counael  to  the  President 


Snclosure 

cc:   Richard  Ben-Veniata 

Minority  special  Counsel 
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PrM^iS  si*' 432  Olraccory  C:\W0RX\WPSX\F0STER\*.- 


currant     <01r> 


Parent  <oir> 


REDACTQ 


FILES         .VHP  a, 074    10-3 S-93   02: 


14p 


Z  991227 
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First  Family  -  SF  278 

First  Family  -  1994  Income  Tax  Returns 

First  Family  -  General 

HRC  -  CLE/ Arkansas  Law  License 

First  Couple  -  Blind  Trust 

First  Family  -  Arkansas  Home 

POTUS  -  Arkansas  Office 

WJC  -  Passport 

WJC  -  Papers 

First  Family  -  SF278  pre-POTUS 


Z   801123 


GEARflN 
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THB  WHITE  House 

WASHINOTON 


Sapt«Bb«r  1,  1999 

SotMrt  Gluffra,  Qiimt   CounssI 

Onl^Ml  SCatoM  3anat« 

sp«olal  coamirca«  to  Znv«fftigat:a  Whltavatar 

Davalopman^  Corporation  and  Ralatad  Matters 
534  DlrJcaan  Building 
Washington,  D.C.   aoaiO-«07S 

Kot   Peborah  Sorhan^a  Hard  Prlva 
Da«r  Bob: 

Tha  Spaclal  Cosmittaa  to  Znvaatigata  Whitawatar 
D«valopmant  Corporation  and  Salatad  Kattara  haa  aade  savaral 
inquirias  ragardinq  indicaa  ot   tilaa  in  Vincant  ?oatar's  o££iea 
tJtet  may  hava  baan  naintainad  on  the  hard  drive  ot   the  computer 
used  by  Deborah  Gorham.  In  ay  latter  ot   Auguat  s,  1995,  Z 
explained  that  va  had  located  an  index  ot   filaa  in  Vincent 
Foster's  office,  identical  to  the  document  we  produced  to  the 
Oomitte»-as  Z  001110-17,  among  text  files  that  vara  dovnloaded 
from  Ms.  Sorhaa'a  bard  drive  at  the  time  she  left  the  vbite 
-Bouse.   I  also  informed  you  that  there  vere  no  other  indices  of 
Mr*  Foster's  files  among  the  computer  files  dovnloadad  from  Ms. 
Oecham's  computer. 

After  we  provided  this  information  to  the  Committee,  on 
August  9,    1995,  Chairman  D'Amato  and  Senator  Sarbanes  requested 
that  the  White  House  aak  the  Federal  Bureau  of  Investigation  to 
assist  us  in  examining  the  hard  drive  formerly  used  by  Ms.  Gorham 
"to  locate  any  electronically  stored  information  reflecting  or 
relating  to  the  Vineent  Foster  file  indicae  that  your  office 
previously  produced  to  the  Special  Comsittae,  including  vhen  the 
Indlcee  were  initially  prepared'  and  when  thereafter  they  were 
raivlaed  or  updated."  Our  worX  with  the  FBI  is  coapletad  and  did 
ne^  reeult  in  the  location  or  identification  of  any  such 
incarnation. 

To  satisfy  the  Committee's  request,  we  undartoolc  the 
following  stepe.   Computer  support  persoimel  identified  the 
computer  used  by  Ms.  Gorham  during  the  relevant  time  period,  an 
IBM  Personal  ayetaa  3,  Model  39  SX,  serial  number  23-1067944. 
Associate  Counsel  Miriam  Meoetz  examined  the  intact  files  on  ths 


09-01-91   04:iTrii     rooz  »*"> 
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Xob«rt  Giattxm,   Chief  Counaal 
anptrnmbtx  X,   1S9S 
Paq«  a 

hmnl   drlv«  of  tha  ooaputar  %o  oonf  ixa  tha«  no  Indloaa  of  Xr. 
Tom^mr**   filaa  ara  aaonq  tHaa. 

Ka.  })*m«ta  than  vorkad  vith  Sp«cl«l  A9«n«  Thoaas  R. 
Hurray,  a  ccapubar  apaalallac  witJi  tha  ?BX,  ^o  axaain*  th»   data 
on  tba  hard  drlva  that  la  not  part  o£  an  intact  £ila.   Ttia 
prooaaa  haa  baan  daaoribad  to  »a  aa  fellowa.   In  ordar  to 
praaarva  tha  intagrity  oC  tha  hard  driva,  Kr.  Munray  first 
tranfarrad  an  iaaga  of  tha  hard  driva  to  a  Pinnacia  optical  diak. 
^■ployinq  foranaio  aoftvara  ragularly  uaed  by  TBI  paraonnal,  Kr. 
Mirray  than  axtraotad  all  data  froa  tha  hard  driva  that  vaa  not 
part  of  an  intact  fila,  including  both  data,  from  Cila  slack  apaca 
and  data  froa  fraa  and  raaarvad  cluatara.   Tha  data  vaa  filtarad 
to  raaova  non-printing  charactara.   Tha  filtarad  data  froa  tha 
alacJc  apaca  vaa  printad.   Filtarad  data  froa  tha  Craa  and 
rasarved  cluatara,  vhich  waa  too  voluainoua  to  print,  was 
opleadad  to  Xa.  Naaatz'a  hard  driva. 

In  consultation  vith  Ka.  Naaatz,  Xr.  Hurray  parforaad 
■trlng  aaarcbaa  for  salactad  worda  Croa  tha  bard  copiaa  or  tha 
indlcaa  in  which  tha  Coaaittaa  haa  axpraaaad  intaraat.   Bacauaa 
thaaa  aaarchaa  vara  fruitlaaa,  Ka.  Nanatx  raviavad  all  of  tha 
filtarad  data  extracted  by  Kr.  Hurray.   There  vere  no  indicaa  of 
Mr.  roatar'a  filea  aaong  this  data. 

~>leaaa  feal  free  to  call  aa  if  you  have  any  guaationa. 

SineaBaly  youra. 


Jake  C.  Sherburne 

Special  counsel  to  the  President 


Richard  Ben-Venista 
Kinority  Special  Counsel 


o«-ai-ti  Oiitrsi     POO]  *4T 
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June  20.  199S 


Michael  Oienoff.  Esq.    ^ 

Special  Couuel 

Senate  Whitewater  lovesiintioa 

Latham  &.  Watlau 

One  Newark  Center.  16th  Floor 

Newark.  New  Jersey  07101-3174 

Dear  NGke: 

Enclosed  is  an  inventory  of  the  items  received  from  Vines  Fosters  office.   This  is 
subnined  pursuant  to  my  letter  sent  you  on  June  13.  199S.   We  ask  that  this  inventory  be 
ircand  as  hizhiy  conzideniial  documents  pursuant  to  the  Secuiicy  Procedures  of  the  Special 
Comintaes  ra  Investigate  Whitewater  Development  Cotpoiation  and  Related  Matters,  dated 
.  June  13.  1995. 

Sincerely, 


0    ' 


James  Hamilton 
JH/cmb 
Enclosure 
cc:    Richard  Ben-Venisie.  Esq.,  wieac. 


JOOO  K  JraiiT.  N.W    •  SuiTC  SCO 
VAtHiNRT.tM.  0  C.  :000T-5I16 
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INVENTORY  OF  DOCDMENTS 


Box  #1 

(Box  of  personal  documents  and  effects  taken  from  White  House 
office  of  Vincent  Foster  on  July  22,  1993,  with  the  permission  of 
representatives  of  the  DOJ,  Park  Police  and  FBI) . 

(I)'  Manila  file  entitled  "Insurance, *  includes  documents 

relating  to  insurance  and  appraisal  of  Arkansas  home  and  . 
personal  belongings  of  Mr.  and  Mrs.  Foster. 

(2)  "Metropolitan  Washington/Baltimore  Area  Map"  published  by 
Relocating  Counseling  Center. 

(3)  Black  Notebook  entitled  "Foster  Notebook,"  which  contains 
addresses  and  phone  numbers  of  friends  aind  former  business 
associates . 

(4)  Various  loose  papers,  including  predominemtly  Amex  dinner 
receipts,  ATM  or  other  receipts  and   bills,  and  some 
handwritten  notes  relating  to  his  rented  home  in  Georgetown 
and   other  personal  matters. 

(5)  'A  pair  of  brown  glasses  (bifocals)  in  a  brown  case. 

(6)  Assorted  check  stubs  from  personal  checkbooks. 

(7)  Unused  deposit  slips  and  envelopes  for  his  personal  account 
with  eharies  Schwaib. 

-48)   File  entitled  "Personal  &  Confidential  1993  Personal- 
Photos,"  includes  several  photographs  of  Mr.  Foster  with  the 
President  and  staff  members  at  White  House  functions. 

(9)  File  entitled  "Personal  &  Confidential  1993  Rose  Building 
Limited  Partnership,"  includes  Mr.  Foster's  assignment  of 
his  interest  in  the  Rose  Building  Partnership  dated  4/01/93. 

(10)  File  entitled  "Clinton  Memos,"  which  included  two  docviments 
stamped  "President  has  seen"  and  was  promptly  returned  to 
B.  Nussbaum. 

(11)  File  entitled  "Lease  Agreement  1993  5414  Stonewall," 
includes  original  and  copies  of  6/09/93  lease  agreement  on 
Arkansas  home. 

(12.)  File  entitled  "VWF  Personnel  Folder, "  includes  various 

Federal  Employee  Manuals  and  copies  of  Mr.  Foster's  White 
House  personnel  forms . 

(13)  File  entitled  "VWF  Form  278,"  includes  memoranda  on  issues 
concerning  Mr.  Foster's  trust  interests. 
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(14)  File  encicled  "Personal  &  Confidencial  3027  Cambridge  Place 
NW,  "  includes  dociiinencs  relating  co  the  Fosters'  lease  o£ 
Georgetown  house. 

(15)  File  entitled  "Personal  &  Confidential  Moving  Expenses" 
includes  documents  relating  to  automobile  rentals  during  the 
period  3/17-4/18/93. 

(16)  File  entitled  "VF  1992  Tax  Returns,"  includes  documents 
relating  to  the  estate  of  Mr.  Foster's  father,  Vincent 
Foster,  Sr. 

(17)  File  entitled  "Personal  &   Confidential  Mineral  Interests," 
includes  docximents  relating  to  mineral  interests  in  land 
conveyed  under  his  father's  will. 

(18)  File  entitled  ""Personal  &   Confidential  Financial  Statement  - 
1991  1040,"  includes  drafts  of  Mr.  Foster's  12/31/92 
personal  financial  statement,  and   a  copy  of  Mr.  Foster's 
1991  federal  tax  return. 

(19)  File  entitled  "TWA  Airlines,"  includes  Mr.  Foster's  frequent 
flyer  information. 

(20)  File  entitled  "Northwest  Airlines,"  includes  Mr.  Foster's 
frequent  flyer  information. 

(21)  File  entitled  "Mid-west  Express,"  includes  Mr.  Foster's 
frequent  flyer  information. 

(22)  File  entitled  "United  Airlines,"  includes  Mr.  Foster's 
~~    frequent  flyer. .information. 

(23)  File  entitled  "Delta,"  includes  Mr.  Foster's  frequent  flyer 
information. 

(24)  File  entitled  "Lisa  -  Frequent  Flyer,"  includes  Mrs. 
Foster's  frequent  flyer  information. 

(25)  File  entitled  "US  Air,"  includes  Mr.  Foster's  frequent  flyer 
information. 

(26)  File  entitled  "VWF,  III  Resume  &   Bio,"  includes  copies  of 
Mr.  Foster's  son's  resume. 

(27)  File  entitled  "Personal  &  Confidential  Laura  Foster, " 
includes  correspondence  relating  to  a  potential  summer 
internship  for  Mr.  Foster's  daughter. 

(28)  File  entitled  "Personal  &  Confidential  WH  Federal  Credit 
Union,"  includes  rules  amd  regulations,  and  terms  and 
conditions  of  the  White  House  Credit  Union,  various  account 
statements,  brochures,  and  withdrawal /deposit  slips. 


-  2 


427 

(29)  File  enticled  "Personal  and  Coafidencial  Truck, "  includes 
documents  relating  to  Che  registration  of  Mr.  Foster's  1934 
Ford  truck. 

(30)  Paper  weight  with  initials  engraved. 

(31)  Twelve  framed  photographs  of  family  members.  White  House 
-  personnel  and  newspaper  cartoons. 


-  3 


428 

Box  #2 

(Box  o£  personal  effects  sent  over  by  Mr.   Nussbaum  the  week  of 
July  26,  1993) 

(1)  Various  Books: 

Essentials  of  Government  Ethics  (Meridian) 

Putting'  People  First  (Clinton/Gore) 

Roget's  Thesaurus  (Doubleday) 

We,    The  People  (U.S.   Cap.   Hist.   Soc.) 

Market  Liberalism  (CATO  Institute) 

The  Lobbyists  (Bimbaum) 

Popular  Quotations  for  All  Uses  (Copeland) 
Federal  Civil  Judicial  Procedure 

^md  Rules  (West) 

(2)  Mr.  Foster's  incomplete  1993  Calendar  (last  entry  is  June 
22,  1993) 

(3)  Brovm  book  containing  the  at  times  very  personal  handwritten 
observations  of  Mr.  Foster  on  (1)  Election  day  1992, 

(2)  March  9,  1993,  and  (3)  March  10,  1993.^  The  handwritten 
observations  appear  on  only  four  pages . 

(4)  Copies  of  the  following: 

(a)  an   article  from  3/23/93  Washington  Post  regarding 
financial  disclosures  of  White  House  personnel 

(b)  6'A8/93  edition  of  The  Ar.kansas  Daily  Record,  which 
included  an  article  aibout  Arkansas  Bar  awarding  Mr.  Foster 
for  outstanding  service; 

•  (c)  6/24/93  Wall  Street  Journal,  which  included  an  editorial 
about  Mr.  Foster. 

(5)  Two  candlesticJcs    (Returned  to  White  House) 

(6)  umbrella  (Returned  to  White  House) 

(7)  Additional  framed  photographs  and  pictures. 

(8)  Mr.  Foster's  empty  black  briefcase,  which  subsequently  was 
delivered  to  Alexis  Suggs  of  the  Independent  Counsel's 
Office  on  4/19/94. 
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^x*of  personal  effects  sent  over  by  Mr.  Nussbaum  the  week  of 
July  26.  1993) 

(1)  Various  Boo)c3: 

£ssenciaJs  of  Governneac  Ethics  (Meridian) 

..  Putting  People  First  IS-^^fw^J?"^ 

Roget's  mesaurus  ^mf  ^J  Hist     Sec  ) 

We     The  People  (U.S.   Cap.   Hj.st.   boc.j 

^Jc^lSSalism  (CXTOInsti  tute) 

The  Lobbyists  in''"T"^\ 

Popular  Quotations  for  All  Uses  (Copeland) 
Federal  Civil  Judicial  Procedure 

and  Rules  (West) 

(2)  Mr.  Foster's  iccomplete  1993  Calendar  (last  entry  is  June 
22,  1993) 

(3)  Brown  book  containing  the  at  times  very  personal  handwritten 
observations  of  Mr.  Foster  on  (1)  Election  day  1992 

(2)  March  9.  1993.  and  (3)  March  10,  1993.  The  handwritten 
observations  appear  on  only  four  pages. 

(4)  Copies  of  the  following: 

(a)  an  article  from  3/23/93  Washington  Post  regarding 
financial  disclosures  of  White  House  personnel 

(b)  6/ld/93  edition  of  The  Ar)cansas  Daily  Record,  which 
included  an  article  about  ArJcansas  Bar  awarding  Mr.  Foster 

^.    for  outstanding  service; 

(c)  6/24/93  Wall  Street  Journal,  which  included  an  editorial 
about  Mr.  Foster. 

(5)  Two  candlesticks    (Returned  to  White  House) 

(6)  Umbrella  (Returned  to  White  Hcxise) 

(7)  Additional  framed  photographs  and  pictures. 

(3)   Mr  Foster's  empty  black  briefcase,  which  subsequently  was 
delivered  to  Alexis  Suggs  of  the  Independent  Counsel's 
Office  on  4/19/94. 
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Z000340 

^^^^  ~  Clifford  M.  Sloan 

14*  r^  'v*^t>-*  Notea  of  Meeting 

^  r\     /).  '^y  22,    1993^ 

BN 

Videotape  -  6/19/93  -  Arkansas  Bar  Assn 

Calendar 

Newspaper  clip 

Title  28  -  USCode 

User's  manual  -  secure  phone 

Document  -  re:  secure  calls 

Directory  -  secure  phone 

Telephone  directory  - 

Hope ,  Arkansas 

Personal  note  -  Volunteer  -  note  -  put  to  one  side 

7/20  -  3  calls 

Documents  related  to  First  Family  re:  trust  -  privileged  advice 
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Z000341 


CLlf foxd  M.  Sloan 
Nbtea  of  Meeting 
July  22,  1993^ 
Paga  2  of  16 


Note  to  VF  re:  legal  research  -  health  care 

Correspondence  in  connection  w/ [attending?]  mtg.  -  bar 

Rf^^^r»ria^l!^^  -  newapapera  -  privileged  communication  - 
given  by  BN 

Legal  paper  -  college  o£  law 

Malpractice/health  care 

Correspondence  -  internal  in-office  -  in  connection  w/o££icial 
duties 

Letter  in  connection  w/office  duty  -  misuse  of  WH  for  commercial 
reasons 

Memo  re:  summer  clerics 

Insurance  pel icy  -  property/casualty 
-  motor  vehicle 

Letters  having  to  do  w/President 

Note  having  to  do  w/his  duty 

Letter  re:  jobs 

Similar  people  wanting  jobs 
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Z000342 

Clifford  M.  Sloan 
Notes  of  MMtlna 
J\ily  22,  1993 
Pag«  3  of  16 


Get  VF  finan.  disclosure  form  [from?]  before  Little  Rock 

WH  function 

Continuing  educatlQn(?) 

letters  on  behalf  of  Pres. 

Matter  in  WH 

Matter  in  WH  -  University  of  Arkansas 

•   -  Arkjr^lep.  theater 
Reprint  of  Amer.  Lawyer  story 
Health  Care  Story 
Office  of  Govt.  Ethics  Manual 
Memo  from  one  of  our  counsel  to  Vince 
Letter  in  connection  w/WH  duties 
Memo  re:  VIH 
Note  re:  WH  duties 
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Z000343 

Clifford  M.  Sloan 
Notas  of  Meeting 
«3^y  22,  1993 
Page  4  of  16 


Noce  -  work-related 

Magazines  - 

Memos  -  between  people  in  counsel  office 

WH  letter  -  WH  Counsel  office  &  somebody  else 

Intra-office  memo 

Invitation 

Calendar 

Malpractice  reform 

Letter  re:  speech  (?) 

Memo  -  Office  of  Vice  President 

Memo  -  internal  to  WH 

Budget  -  WH 

Memo  -  Asst .  Counsel  -  Deputy  counsel 

Letter  re:  official  duties 


451 


Z000344 

dlf fozd  M.  Sloan 
Notes  of  Meeting 
JVdy  22,  1S93 
Page  5  of  16 


Memo  to  person  in  Pres.  office  -  draft  correspondence 

Memo  -  in  counsel's  office 

Memo  to  BN  -  sent  to  Vince 

Memo  from  Sobol 

Phone  log 

Letter  from  Nat ' 1  Archives 

List  of  issues  re:  Counsel  office  (?) 

Memo  re:  tax  obligations      ^'^ 

r— (£V 
Note  -  rec  [recommendation?)  /  a  note 

List  -  April  -  various  issues  in  the  Counsel's  office 

Notes  on  issues  in  counsel's  office 

list  of  things  he's  working  on 

looking  at  every  page 

stuff  he's  [worked  on?]  -  conditions (*"^ 
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Z000345 

Cliffoxd  M.  SloMi 
Nbt«a  of  Meeting 
JUly  22,   1993 
Page  6  of  IS 


Various  issues  -  ethics  issue 

People  we're  looking  at 

2/4/93 

Diff-  i-«isu«>« 

Judicial  appts. 

Use  of  mil.  aircraft 

Cabinet  retreat 

Volunteers  -  use  of  volunteers 

Notes  on  transition 

Listing  possible  people 

Things  to  viork  on  -  Exec.  Order 

Tape  recorder  -  listen  to  it 

Motes  of  meetings 

"Work  notes (?)• 

Notes,  re:  meeting 

Calendar  re:  matter  -  Nay 
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Z000346 


Clifford  M.  Sloan 
Notes  of  Meeting 
JXily  22,  1993 
Page  7  of  16 


•May  calendar  -  review 

Expenditure  -  memoranda 

Rules  re:  what  WH  can  spend  $$  for 

Disbursements  (?)  -  Exec  Residence  -  -  gifts 

Work  -  related  materials  -  assgts  to  be  given  in  office 

WHTO  -  Mgmt  review 

Srandarda  of  Ethical  rnnHnr" 

Pres.  library 

Acceptance  of  Gifts 

Transition  planning/transition  expenses 

WH  functions  -  how  to  spend  WH  funds 

Inaugural  matters/inaugus*!-  expenses 

Memo  re:  potenti«i  ee  [employee]  -  Labor  Dept. 

Messages  -  before  there  were  phone  logs 
Stationery 
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dlf fozd  M.  Sloan 
Notes  of  Meeting 
JoLy   22,  1993 
Page  8  of  16 


Docs  re:  Exec.  Residence  expenses 

Legal  opinions  -  OLC  legal  opinions  -  re:  gifts 

Memo  -  one  staff  to  another  -  nomination 

Letter  to  Janet  Reno  from  Sen.  Dole 

Newspaper  articles  -  nothing  [personal?] 

1/20  -  Ark.  papers 

aManra    Cnnsr  1  tut Jon 

Article   -   1/3 

Another  article  re:  appt 

Entertainment  expenses  -  residences 

Payment  of  expenses  re:  travel 

Travel  expense  [stuff?] 

Articles  - 

"Gore's  speech" 
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Z000348 


Clifford  M.  Sloaa 
Notes  of  Meetizig 
July  22,  1993 
Paga  9  of  16 


Letter  -  April  8  - 

-  somebody  asked  to  be  given  to  HRC 

Matter  he's  working  on  -  w/other  people  in  office 

Memo  -  1  Asst.  to  Pres.  to  another  Asst  

List  of  people  at  WH  &  addresses 

Cards  - 

Unopened  letter  to  him  from  law  firm 

Reaum*» 

List  of  people  -  various  law  firms  -  vrork- related 

List  -  work-related  -  2  [stats?  [statutes]  states?] 

List  of  phone  #'s  in  office 

Phone  calls  from  Feb. 

Checkbooks 

Work-related 
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Z000349 

Clifford  M.  Sloan 
Mbtea  of  Meeting 
«3iay  22,  1993 
Pagte  10  of  16 


Bills 
InvitaCion  Co 


[Schwab  accC  -  personal?} 

Notebook  listing  names  of  people  he  knows  -  may  be  client  matters 
from  old  firm 

Personal frecusal?!  file 

Work-related 

Transition 

Active  matters 

Intern  

Membership  -  Ark .  ^rial  lawyers 

Tel  # ' s  -  Cabinet  members 

WH  personnel  list 

Internal  WH  Tel.  tf's 

Old  memoranda  -  RR  &  GHB  -  Administrations 
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Clifford  M.  Sloan 
Notea  of  Meeting 
JVjly  22,  1993 
Pago  11  of  16 


Drawer  -  all  matters  -  work-related 

Sep.  categories 

Traah 

VIH  envelope 

CU    [credit  union]      slip 

Work  notes 

WH  Bulletin 

Morning  News   Summary 

F11<»   drawer 

all  work-related 
"residence"  "renovations" 

Work  orders 

Financ  disclosure 

Various   investment  matters  re:    First   Family 

iTlltiir-fca^    nominatnona 


Lis 


t  of  peoole  -  prepare  book  of  prospective  nominees 


Treas .  Regs . 

^ 

WH  Mess 
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Marine  Helicopter 

"State  Justice  Institute" 

Q 
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Z000351 


Cllf fozd  M.  Sloan 
Notes  o£  Maetiag 
JUly  22,  1993 
Page  12  of  16 


Book  Pres.  would  write  £eg%*Qrd  to 
Book  on  Civ.  Pro. 

Market  Liberalism  {name  oi   a  book] ■ ^ —  -  - 

HH  mil.  office 

Judic.  selection 

3/18  -  letter  re:  posters  -  using  Pres.  likeness  next(?)  HH 

Card  - 

Judic.  selection  process 

Book  -  work  related 

Books 

Work-related 

S.Ct.  candidates 
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Cliffotxi  M.  sio«a 
Notes  of  Meetlao 
•Ally  22,  1993 
Page  13  of  16 


Pres .  appt .  folders 

Briefing  books 

Pers.  files 

tax  returns 
ft^<i'   ^lyerjT 

Official  business 

Conflicts  (?) 

Fund-raisers 

First  Family 

Property  in  Ark. 

Work-related  -  Health  Care  Task  Force 
Spggrh«»a 

Address  to  DOJ  ee's  -  4/6 
Notes  re:  various  legal  issues 
letters  &  articles 
L.Rev.  articles 
ABA  [policies?] 
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"Doctors  unchecked" 

Legal  opinions 

Cases 

Health  Care 
•Computer 
Burn  bag 

lists 

background  investigations  [?] 

references  to  jobs 

arbitration  of  claims 

nothing  personal 

campaign  stuff 
Peraonal  stuff 
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OLlffoxd  N.  Sloaa 
Notaa  of  Keetijig 
JVily  22,   1993^ 
Paga  14  of  16 
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Z000354 


dlfford  M.  Sloaa 
Notes  of  Meeting 
J\3ly   22,  1993 
Page  IS  of  16 


Don  Flynn,  Secret  Service 
Paul  Imbordino 

Capt.  Charles  Hume,  U.S.  Park  Police 
Det.  Pete|f  Markham.  U.S.  Park  Police 

Scott  Salter,  FBI 
Dennis  Condon,  FBI 

David  Margolis,  DOJ 
Roger  Adams,  DOJ 

Mike  Spafford,  family 

WH 

Bemie 

Cliff 

Steve  Neuwirth 

Bill  Burton 

get  Maggie  -  go  thru  office  -  get  HRC,  WJC  stuff 
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Clifford  M.  Sloan 
Notes  of  Heeting 
Jaly  22,  1993 
Page  16  of  16 
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W.  Davto  Waxedcs 


Tkt  Wkxtt  Hocsk 


(302)  «S«>28Qt 
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2000139 


The  park  police  called  and  Bill  was  on  the  phone  with  them. 
Oee  Dee  and  David  were  in  Mack's  office  too.   I  realized 
somewhere  in  the  conversation,  which  I  was  hearing  from  one  side. 
that  there  was  no  note  found  in  the  car.  As  a  matter  of  fact,  i 
think  Bill  asked  the  policeman. 

I  then  asked  the  three  of  them  if  anyone  had  made  sure  that 
the  trash  had  not  been  dumped  in  Vince's  office.   At  that  point 
Bill  said  we  should  get  Bernie  and  lock  the  office.   I  am 
uncertain  what  time  that  was.  but  probably  after  10pm.   i  don't 
remember  who  told  Bernie.  but  he  went  up  and  locked  the  office. 

During  the  evening,  I  don't  recall  anyone  wondering  around, 
especially  on  the  second  floor.   As  a  matter  of  fact,  I  came 
upstairs  to  gather  work  to  do  while  I  was  going  to  sit  in  Mack '  s 
office  and  was  a  bit  spooked  by  the  fact  that  I  was  all  alone. 

I  said,  I  guess  we  should  make  sure  the  trash  had  not  been 
dumped,  and  Bill  agreed.   I  asked  the  cleaning  ladies  on  the 
first  floor  and  they  said  they  had  already  dumped  the  trash.   So 
I  asked  them  where  it  was  and  they  took  me  up  to  the  second  floor 
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August  I,  1993 

SECTION:  NATIONAL  DESK 

LENGTH:  12347  words 

HEADLINE:  Transcript  of  White  House  Press  Briefing  by  Dee  Dee  Myers  ■ 

CONTACT:  White  House  Office  of  the  Press  Secretary,  202-4S6-2100 

DATELINE:  WASHINGTON,  Ajg.  2 

BODY: 

Following  is  a  transcript  of  today's  (Auc .  2)  White  House  prpss 

briefing  by  Dee  Dee  Myers:  1:15  P.M.  EDt' 

MS.  MYERS:   Good  aftemcan.   I  have  ::o   announcements,  so  if  you 
bave  any  questions  -- 

Q  Any  update  on  where  cr.e  NATO  allies  stand?   Could  you  clarify 
the  use  of  unilateral  use  of  "J.S.  military  action  if  the  NATO  allies  refuse 
to  go  along  with  the  U.S.  position  on  Bosr.ia? 

MS.  MYERS:   Well,  as  you  itnow,  the  treating  in  Brussels  is 
ongoing.   They're  still  in  session  there,  I  believe,  and  we'll  probably 
have  some  kind  of  readout  wh  .i  that  meeti.  g  is  -ver  there  in  Brussels.   We 
hope  to  work  --  we  fully  expert  to  work  t.-.rouah  with  the  allies  a  common 
position  on  this.   We  expect  that  they  wi.l  joir.  us  in  support  for 
stopping  any  more  deterioration  in  humanitarian  conditions  there  and  in 
helping  to  move  the  negotiations  forward  m  Geneva. 

Q   Is  that  ruling  out  anting  alone  li  they  don't  go  along  with  our 
plan? 

MS.  MYERS:   We  -jst  don  t  think  we'i-i  at  t.nat  point  yet.  We  fully 
expect  t.hat  the  alli-.s  will  upport  us  ir  this.   And  so  that  discussion  is 
ongoing  in  Brussels   .is  aftvrnoon. 

Q  Can  you  e.-'.plam  why  .-.   was  that  :.-.e  State  Department  spokesman 
was  so  unequivocal  yesterday 

MS.  MYERS:   I  t/.mj-:  his  --  and  I  doi  z   wan;  to  soeaUc  for  him  -- 
but  he  was  making  t.he  point  ti.nat  we're  dt-erxmea  to  taxe  action  on  this. 
We  fully  expect  the  allies  tc  support  us  <3  we  move  --  and  the  meeting  in 
Brussels  is  specif ic.=»lly  to  .ook  at  ways  -  :   prevent  further  erosion  in  the 
humanitarian  conditions  m  Bosnia  and  to  ijrthei  the  negotiations  ongoing 
in  Geneva.   We  expect  tnat  t;-.s  allies  wil.  suDp:,i-t  us  m  that.   We've  had 
a  number  of  conversations  wim  them  over  zhe   course  cf  the  past  week.   But 
we  e.xpect  to  take  additional  action  m  c<.:.cert  with  t.^e  allies. 

Q  Given  t.he  hi  tory  of  this  whole  :  :ea,  however,  why  should 
anyone  believe  ycu,  ;^rticui...-ly  in  the  f.ruier  Vugoslavia? 

MS.  MYERS:   :  t.'.mk  the  situation  tr.  ^re  has  gotten  worse.   I 
think  --  and  I  thi.nk  we  will  do  everythi:  •  we  c.=»r.  to  orevent  further 
deterioration  of  the  .vjr^anit.  .ian  situat   ..,  no.  jusc"  -.n  Sarajevo,  but  in 
other  parts  of  2Co:-.ii.   In  a— iitior.,  ;  t.   •.,:  thi  -  is  ?.   slightly  different 
position. 

Q  Are  you  sure  you  can  io  everythi:   we  c.  n? 

MS.  MYERS:   We  ..11  --  v.e're  loohin-  »t  oo.ions  ;f  what  we  can 
do.   We  will  dc  w:;at   •-  tan   3  prevent  t.   =-:ru._.3K. 
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0  The  reason  I  ask  Chat,  is  it  seems  to  have  been  a  disconnect  -- 
or  maybe  noc  --becwe-Ti  che  W:.l:e  House  a:.i  officials  ac  che  State 
Department  on  this  i.  sue.   Orficials  at  r;ie  State  Department  are 
suggesting  fairly  strongly  that  somethinc  truly  new  and  different  is  afoot 
here,  and  the  white  House  keeps  saying,  no,  no,  we're  just  sticking  with 
what  we've  always  said  would  be  policy.  Knat  is  the  -- 

MS.  MYERS:   No,  I  don't  think  that's  quite  what  we're  saying.   I 
think  what  --  in  terns  of  how  we  expect  this  action  to  proceed,  we're  in 
Brussels  now  discussing  with  the  allies  further  steps  to  take.   We  fully 
expect  that  our  allies  will  be  with  us  or.  this. 

Q  And  do  you  fully  expect  to  act  within  days  then? 

MS.  MYERS:  I  think  what  he  meant  in  t.iat  regard  was  chat  --  and, 
again,  I  don't  want  to  get  in  the  positicn  of  speaking  for  him  --  but  with 
respect  to  Resolutior.  836,  S<?c:retary  --  :  mean,  Boutros-Ghali  had  said  last 
week  he  expected  that  to  be  --  things  to  be  in  position  by  the  beginning  of 
this  week.   We  don't  expect  that  that  has  changed.   So  if  there  is 
another  attack  on  UNrROFOR  fcrces  and  if  they'd  request  support,  that 
should  be  ready  in  a  natter  cf  days.   As  t3  additional  action,  I  don't 
think  we  have  a  timetable  on  that. 

Q  As  part  of  this,  the  effect  on  th:  peace  talks  --  apparently 
now  che  Serbs  have  arreed  to  give  up  one  -f  their  artillery  positions 
outside  Sarajevo.   I.-  the  efrect  of  all  cr  this  talk  possibly  just  to 
influence  those  negoi_acions 

MS.  MYERS:  Cle.iily,  we  '.'e  always  ms  .ncainec  that  whac  we  wamt  is 
a  negotiated  settletrvrnt  towara  --  for  Bosiia.  We've  always  maintained 
that.   But  we  need  cc  see  actions  on  the  ground , 

not  just  words.  I  mean,  we're  encouraged,  but  v;e're  certainly  not  going 
to  stop  at  the  Serbs  word.  We've  seen  ir.az  before.  Obviously,  our  goal 
here  is  a  negcciaced  sectlemer.t  to  stop  t;ie  fighti.ig. 

Q  Have  ycu  changed  the  policy  that  no  U.S  troops  will  be 
introduced  into  Bosnia  except  as  guarantors  of  a  signed  peace  agreement? 

MS.  MYERS:   The.  a' 3  been  no  change  : .-.  that  position. 

Q  So  anything  \..:slZ  you  re  proposinc  tt  thi  allies  right  now  does 
not  involve  U.S.  grc.nd  crooj-s? 

MS.  t'lYERS:   Ths"  ■  s  righ;  .   There's  l  r-sr.  no  change  in  our 
posicion.   The  only  .  ircumsca.nces  under  v..-.ich  we  would  concemplate  U.S. 
ground  troops  is  to  inpiement  an  agreement  reached  by  che  parties. 

Q  To  any  --  I  mean,  in  any  number?   Specifically  with  regard  to 
the  ground  -- 

MS.  MYERS:   There's  just  been  on  change  -- 

Q     artillery  spotters  and  things  .Lks   that? 

MS.  MYERS:   No  -jhange  in  our  posicic: .   There's  jusc  been  -- 
there ' s  no  change . 

Q  So  che  artil-ery  specters  would  i- -•  Europeans  or  ocher  allied 
recresencaciver? 

MS.  .MYERS:   Thei-'s  --  ■  ->s,  there's   use  been  --  that's  correct. 
There's  "ust  been  .-ic  -.-.ange   ..ere. 

Q   During  th"  i  .-r.  --  S- tretary  Chr.  topher' s  la.=c  crip  co  Europe, 
the  White  House  made  :uite  c.ear  that  ic  -.ouid  or.-y  ace  mulcilaterally. 
Are  you  prepared  to  re.scate  -.lat  or  has  cnere  been  a  change  in  that 
posicion? 

MS.  MYERS:   The  negotia".ions  in  Brussels  are  ongoing.  We  just 
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don't  ■•«  any  --  ic'3  jusc  premature.   We  don't  expect  there'aany  need 
for  anything  else.   We  expecz  that  the  al.ies  will  be  with  U3  on  this  amd 
va  expect  to  go  forward  in  ccr.cert  with  C:-.em. 

Q  But  was  it  pranature  to  say  that  '.ast  time?  In  other  words, 
you  made  it  quite  ci  ;ai-  pric:.  to  the  Seci-itary' s  mission  that  you 
contemplated  only  mulrilaterol  action. 

MS.  MYERS:   I  Chink  that  we  fully  expect  the  allies  to  be  with  us 
on  this.  We  fully  e::pect  to  go  forward  i:i  concert  with  them. 

Q  But  isn't  a  change  or  policy  when  .now  we're  now  willing  to  -- 
is  it  not  a  change  cf  policy  when  now  you're  not  willing  to  say  like  you 
were  before  that  we're  only  aoing  to  act  Tiultilacerally? 

MS.  MYERS:   We'r^  just  r.ct   there  yer    The  conversations  in 
Brussels  are  ongoing. 

Q  What  --  you  v/ere  there  a  couple  c;  months  ago  and  you're  not 
there  now? 

MS.  MYERS:   We'rs  in  t.he  midst  of  di3cussions  were  we  fully  expect 
our  allies  to  vi,or::  w.-.i  us  t   solve  this  -rcbler.. 

Q  But  you're  n,t  rulinc  out  --  you  rf-on't  rule  out  unilateral 
action? 

MS.  MYERS:   W-»'..i  just  r.=t  there,   v  ■;  fully  expect  the  allies  to 
work  with  us  cr.  tr.is 

Q  But  when  you  say  you're  not  there,  what  does  that  mean?  What 
do  you  mean  you're  not  there.   Not  where :- 

MS.  MYERS:   In  ;.-.»  resp-rct  to  the  ac-.ion  b^i:-.g  ccntemolated  and 
what  they're  cisc-ssi.-.g  now  -  n  Brussels,  .-e  fully  expert  the  allies  to  be 
with  us.   So  t.here's  r.o  need  to  discuss  a..-.ythir.g  -- 

Q   I  understand  that,  b'_:  when  you  i.-w   you're  not  there  -- 

MS.  MYERS:   We'-e  not  t:  a  poi.nt  wht  a  t.hat  would  even  be 
discussed. 

Q  But  the  cperj.tive  phi  ase  is  always  "fully  expect."  What  if  you 
don't  get  what  we're  l.ioking  for?  What  iJ  they  chicken  out? 

MS.  MYERS:  ~'r.a-.'=   hypo:  hetical .   I'  ■,  not  soing  to  -- 

Q  But  yo-  f-ll  expected  the  allies  to  be 'supportive  the  last 
time  Secretary  Chvis-.cpher  w-nt  on  a  mise.on  and  they  were  not.   And,  in 
fact,  it  was  sc-nev/hs-  cf  ah  -i^rtoarrassmenu  to  this  administration  to  have 
been  talking  '^r\-  ey  -.citly  soout  miiit^  /  act.c.  ztr.z   was  contemplated 
which  then  cou.'d  .-.ot  .nke  pl  =  .-e. 

MS.  MYERS:   ■..ell.  I  thir.K  the  circur  stances  have  changed 
somewhat.   This  is,  as  you  kn^w,  a  dif fei  j.it  pr.-iposal  than  we  contemplated 
m  May.   We've  had  a  .:umber  q:  discussioi.o  over  the  course  of  the  past 
week  or  so,  more  i.^a;-.  5  week,  with  our  al.ies  ar.o  we  expect  them  to  move 
forward  with  us  on  C;-.-s.   We  .nave  every  e.-.pectation  that  they  support 
this . 

Q  Did  you  dali;,ei-ately  intend  to  se-.d  the  signal  that  Mike 
McCurry  did  last  r.ic..z:-   Tha-.  you  would  a.-t  with  or  without  the  allies  -- 
that  the  U.S.  govsrnr.enc  would  act  witn  c;  without  the  allies? 

MS.  MYERS:   :  t:-.i:-.k  tha:  our  positic.-.  continues  to  be  that  we 
fully  expect  this  3c-::;r  to  . -:  mulcilate:  .,  th  t  -- 

Q  Was  he  out  i.-.  front   f  the  curve. 

MS.  MYERS:   :t'^.  .-.at  fc:  me  to  say. 

Q  Sure  it  is.   'Laught^-.) 

C  Well,  som^oc  :\-s  got  to  speak  fo:  the  acxmistration. 

MS.  MYERS:   I. el  .  Secre  sry  Chris toi  ii  --  r.i.  3»;retary 
Christop.ner  spr.:ce  tc  -.nat  a  ..ttle  while'  .:jc,  a:;d  he  sooke  directly  to  Mike 
Mc Curry  and  I  '-hi:.:-;    -ill  1  -  his  lotr-ne;  s  on  -hat  s-and.  And  I'd  be  happy 
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to  try  to  ma)ce  "hose  uvailab.;. 

Q   A  few  :ni;rat  :•.:;  ago  y.:  said  it  wr  ..Id  be  pi-emacure  to  talk 
about  anything  beyor:  the  co-laboracive  ci'ocess.   Are  you  saying  that  any 
statements  to  the  contrary  w-;rs  then  prer  acure? 

MS.  MYERS:   I  think  I'll  let  ny  stai  :nents  or.  that  stand.   The 
administration's  position  is  that  w«'re  r jving  forward.  The  talks  in 
Brussels  are  ongoing.   We  fully  expect  tl.-*  allies  to  be  with  us  on  this, 
and  beyond  that  we  have  nothing  more  to  say. 

Q  Did  the  Secretary  clarify  this? 

MS.  MYERS:   Yes,  he  spoke  to  it. 

Q  The  President  said  t;-.at  those  stories  were  exaggerated,  that 
they  had  gone  ceyonc  the  pali.   Are  you  retreating  from  that  position  or 
was  the  State  Departrar.t  off  oase? 

MS.  MYERS:   I  t.-.ink  I'v=  clarified  w.iat  the  U.S.  position  is  and 
Secretary  Christopner  spoke  to  it. 

Q  Well,  t.hen  ii  doesn' z  match  what  ./as  said  yesterday. 

MS.  MYERS:   It  ric^sn't  ...tch  w.>iat  w;  .-  reportad  yesterday,  that's 
correct. 

Q  Everyone  reported  th=  same  briefi:ig  -- 

MS .  MYERS  :   I  ur.darstand  . 

C  Well,  were  they  misquoted? 

MS.  MYERS:   ;  u-.derstan-. .   Again,  S- jretar'/  Christopher  spoke  to 
Mike's  comments  and  :  /.'ill  1  :  the  Secrer.iry's  response  to  that  stand. 
We'll  have  a  tran.-criw" ,  and   'd  be  haoc   to  ma^-.a  that  availaible  for  you 
all. 

C  Mike  d- i'.  t  .■'...  what  .-.e  was  repo:  ed  tc  have  said? 

MS.  MYERS:   I 'IT.  ;ust  sa;.  mg  I'm  not  joing  to  comment  on  Mike's 
comments  other  than  zz   clari-y  what  the  o iministration' s  position  is. 

Q  So  the  adxin: St ratio  has  not  3a- I  that  he  was  wrong  auid  you're 
still  not  saving  that  ne  was  wrong? 

Q  What? 

KS.   MYERS:   I'v;  clarified  what  the  =>dministration' s  position  is, 
I  think,  and  I  think  Z   will  _et  Secretary.  Christopher  go  beyond  that.   I 
don't  think  it's  r.y  f^le. 

Q   You  don't  th.:.-:  it's   - 

MS.  MYERS:  Z   C-.-.'Z   thi  :  anybody's  Joying  that.   All's  I'm 
saying  i^  it's  noL  f  ,.  ne  tc  .omraent  on  f-  ..<e's  jommsnts.   I've  done  -- 
I've  laid  out  v.-hau.  t.-. .  admin-itration' s  p -siticr.  is  and  I  think  that's  all 
we  need  to  say  abcut  -t. 

Q  What  e.xactly  is  the  ;-.d;ainistratic.r  s  position  with  regard  to 
additional  action  beyond  protactinc  U.N.  .'orcesT   If  the  Serbians  were  to 
stop  firing  o.n  SaraTe'-o,  wou-d  that  be  e:.:;'jgh?  Vlouid  you  also  ask  them  to 
retreat  from  positions  arouna  Saranevo  as  a  condition  for  not  activating 
your  plan?   You  keep  saying  t.hat  you're  i:i  talks  in  Brussels  about  this. 
What  exactly  is  "thi.-"? 

MS.  MYERS:   Thi-  .s  act  -rn  within  e;. .sting  'J.N.  resolutions  to 
stop  further  dciterici  .i.:ion  o.  huraanitaric  ;i  cond.tions,  to  prevent  the 
strangulation  i.f  .-ai   ^'.'o,  a  ..  to  do  wha;  jjs   cau  tc  support  the 
neactiat-ons,  -.  rv-.  t  .  .rd  a   -TOtiated  S': element  in  Geneva. 

C  Hilitaiy  c-.^t.  ..: 

Q  As  lone  a.=  re.-ef  cor./oys,  for  i:.=tance,  were  permitted  to 
reprovision  S3raj-:vc  .-.nd  the  shelling  ce^  ^ed,  v;ould  t:-:at  satisfy  you? 

MS.  MYE?..9:   '•;ell   there  ..re  tv.-o  set-  .;f  acMons  we're  talking 
about,  t.he  fir?t  ens  -..ithin  -.-.e  context  c-  33c.   If  UN'PROFOR  forces  are 
attacked  and  request  adsista-.ca,  that  wil  .  be  the  context  for  action 
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there.   The  context  for  action  --  additicnal  air  strikes,  other  things  or 
specifically  addition£kl  air  strikes  are  what's  being  discussed  todav  in 
Brussels.  ' 

Q  To  what  purpose?  Wh..i  is  the  ob'-ective  of  the  administration 
on  the  very  point  you  iust  mo-.cioned?  W.hi;  do  vou  want  to  see  on  the 
ground? 

MS.  MYERS:   We  v;2uld  lir.e  to  see  an  end  to  the  erosion  of 
humanitarian  and  to  urge  them  to  urge  their  colleagues  to  support  the 
plan.   I  think  we're  going  to  do  very  well  among  the  members  of  the 
Progressive  Caucus,  but  we're  certainly  r.c:  taking  their  votes  for 
granted. 

Q  At  this  point  he  neecs  votes  and  .lot  from  the  Progressive 
Caucus ,  howe ve  r . 

MS.  MYERS:  Ke  --  I  disagree  with  t:-.a: . 
votes  of  the  Frogre£  =  ive  Caurus  and  we  dc.;'t 
taking  their  votes  fcr  grant- i. 

&     where  he  ~._qht  be   oncernec  ac^ut  -- 

MS.  MYERS:   :'tr.  r.^t  -- 

0      sore  votes  of  th^  Progressive  Caucus. 

MS.  MYERS:   If  we  --  if  ;.-ie  President  is  effective  at  this,  we 
won't  have  to  be  concerned.   3ut  he's  not  raking  any  votes  for  granted. 

Q     about  the  executiv-;  order  on  e::title-.enc  cjts?  The 
President  said  he   -ai^r.c  have  =ne  o:  thos^  ready  for  conservative  Democrats 
in  the  House  Wednesday  or  Thursday.   Is  ;.-.at  scill  the  schedule  or  is  he 
just  going  to  send  maybe  a  letter  over  outlining 
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be  a  flcod  seep.   3u-  zhere  iie  no  specif! :  plans  ac  chis  poinc,  but  Z 
would  leave  open  che  psssibilicy  Chat  we  would  travel  Monday,  Tuesday  or 
Wednesday  o£  ne.xt  we-^k  befor-::  the  Preside.-.:  goes  to  Denver  on  Thursday  to 
see  the  Pope. 

Q  Will  he  coae  cack  hev^  before  goi:-:3  to  Denver,  or  might  this  be 

MS.  MYERS:   It  could  --  I  thinlc  anyt.-.ing  is  possible.   I  think 
it's  possible  we  could  go  out  Wednesday  and  not  come  back. 

Q     on  che  budget .   Wrien  you  say  you  fully  expect  that  the 
budget  will  pass,  wha:  do  you  base  those  expeccacions  on?  On  people  who 
have  cold  che  Fresid'ant  privszely  chac  chay  re  open  Co  being  calked  into 
it?  On  -- 

MS.  MYERS:   Sure. 

Q     a  vibe? 

MS .  MYERS :   No ,  no ,  no .   On  - -  we ' ve  had  - -  as  you  know ,  we ' ve 
had  a  number  of  conversationr^  with  all  of  :hese  folks.   They've  been  -- 
we've  had  a  Ic:  of  cor.versacLcns  and  I  t^.L-ik  --  chis  is  based  on  our  hope, 
based  on  whac  v.-e  knew  where  various  Senators  stand  on  che  package. 

Q  Dee  Dee,  on  Soren,  if  you  could  -- 

KS.  MYERS:   Thi.=  is  bas'=:d  on  conversations.   I  wouldn't  say  that 
it's  completely  drjne  ..r  this  point,  buc  I  t.iin.k  our  e.^peccacion  is  that  it 
will  be. 

C     wis..ful  ::-..;-kingT 

MS.  MYE~-S ;   Wei-.  I  wou-Jir.'t  say  chs".   I  zhink  ir's  based  on  an 
expectation  --  ba.'^ed  :;  a  nu:  .-.er  of  conve.  satior.s  chac  when  che  time  comes, 
the  votes  will  be  cr.5:>:. 

Q  As  far  as  Borer:  is  c.-.ncemed,  De--:  :Oee,  he  voted  for  the 
President's  package  r.ne  last  _ime  around.   So  much  of  che  House-  Senate 
conference  coir.pronise  was  designed  to  satisfy  him  and  his  needs,  and  now 
he's  gone  ahead  and  announce;:  chac  he's  r.3c  going  co  supporc  Che 
Presidenc's  plnn.   Kov;  could  you  not  feel  oetra/ed  by  Boren? 

KS.  MYERS:   Ulcir-itely  "ne  President  oelieves  this  plan  will 
pass.   I  think  this  -=  not  a  .-.eat  and  clca;i  pro;;ess.   I  don't  think  -- 
again,  we  didn't  evet  count  ,  :•  Senator  Scren's  supporc  for  this  phase  of 
the  process,   '..e're  7~.ng  tc  jet  the  voces  someolace  else.   So,  we'll 
see. 

C     aair.tnipcr..  .ion  oc_  .cc  Co  Che  .;-. ilusi.-sn  in  che  package  of 
things  Chac  aren't  i.-.  there  now  chat  would  go  co  benefit  individual 
members'  scaces  and  .districts  in  exchange  for  cheir  acreeing  to  vote  for 
the  package?   V.'ould  you  obje.-t  to  an  agre-enenc  _ike  cr.ac? 

MS.  MYERS:   That  s  an  open-ended  question  which  I'm  noc  going  to 
answer.   I  chink  ic  v;ould  depend  on  whac  it  was.   If  chere  was  something 
that  was  beneficial  --  I  mean,  first  of  ill,  the  conferees  are  working  out 
the  fi.nal  details.   r  think  m  broad  numi.-:er  of  discussions  over  the  course 
of  che  past  v/e-k  cr  :-  --  mc  ^  cha.n  a  wee.-:  with  our  allies,  and  we  expecc 
then  co  move  fir'.vard  ..'ith  uc   n  this.   Wt  lave  ■•very  expeccacion  Chat  they 
sUf-port  this . 

C   Did  vc   d^.:  r;-acaly  .ncenc  Co  s-r.d  che  signal  chac  Mike 
Mci-urry  did  In-t  :.ig.  .:   Tha-  you  would  .  ;t  wit::  or  withouc  che  allies  -- 
that  che  U.S.  _:ov--rr.- -;::t  wouli  act  witii  t  ■.-  wic.ouc  cht»  allies? 

MS.  MYERS:   I  t.;i::f;  ths-  our  positicr.  cont:.njes  tn  be  chac  we 
fully  e.^pecc  tl.is  ac:  •.  ^n  to  :-  muln  ilace:;  i_ .  T1-.  .c  -- 

C   '••'as  hi  out  i::  frcnc  -  i    che  curve 

MS.  MYER£  ■  Z-'--.    noc  fc  i:ie  Co  say. 

Q  Sure  it  is.    laughtT:.-. ) 
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Q  Well,  somebody's  got  to  speak  for  che  administration.  ' 

MS.  MYERS:   Well,  Secrecary  Christop-.er  -- 

C 

K5.   MYERS:   No,  5-icretai  /  Christoph-r  spoJc^  to  that  a  little  while 
age,  and  he  spoke  di:-»-Jtly  -.  Mike  McCuri/  and  :  thinJ:  I  will  let  his 
comments  on  that  stand.   And  Z'd  be  happy  to  tr-/  to  make  those 
available. 

Q   A  few  minutes  ago  y=u  said  it  would  be  premature  to  talk 
about  anything  beyond  the  collaborative  process.   Are  you  saying  that  any 
statements  to  the  contrary  were  then  prenaiure? 

MS.  MYERS:   I  think  I'll  let  my  statements  on  that  stand.   The 
administration's  position  is  that  we're  moving  forward.  The  talks  in 
Brussels  are  ongoing.   We  fully  expect  the  allies  to  be  with  us  on  this, 
and  beyond  tha:  we  hsve  nothir.g  more  to  siy. 

G     clarify  t.-.is? 

rs.  MYERS:   Yes.  !:•  spc--.-  to  it. 

C  T.ne  Prisider.-  .-aid  -..  .;  thcae  stc.ies  w.-;re  exaggerated,  that 
they  had  gone  "rsyonc  -.-■»  pal-    Are  you  r  -reacmg  frcm  that  position  or 
was  the  State  Departrr.-jnt  off  oase? 

MS.  MYERS:   :  t:-.i;-..>c  I'vi  clarified  what  the  U.S.  position  is  and 
Secretary  Christopher  spoke  rz   it. 

Q     it  ooesn'i  match  v.hat  was  saic  /estei-day. 

KS.  MYERS:   It  doesn't  r.iatch  what  wss  reported  yesterday,  that's 
correct . 

Q 

KS.  MYERS:   :  u::derstar.-  . 

C  Well,  v;ere  t;.-;-.-  misq  -ted? 

VS.    MYERS:   :  ur.i^rsta.-. - 

C   I  mean,  was  - 

KS.  MYERS:   .'igsi.'.   Secr--ary  Christc:-iier  s-.jcke  tc  Mike's  comments 
and  I  will  let  the  Secretary  s  response  cc  that  stand.  We'll  have  a 
transcript,  an-;  I'd  be  happy  -o  make  that  available  for  you  all. 

Q     did  he  say  what  he  was  reported  to  have  said? 

MS.  MYERS:   I'ir.  ;  _3t  saying  I'm  not  -omg  -.o  comment  on  Mike's 
comments  other  than  lo  clarily  what  the  a  inmiatratior."  s  position  is. 

C     said  that  .-.e  was  •■rong  and  yoi  .-e  still  not  saying  that  he 
was  wrong. 

C  What? 

KS.    MYERS:   I'v-:  .:larif  ^d  what  the  .dninistration' s  position  is, 
I  thin.'c,  and  I  thin."'.  :  will  .  -  Secretar--  Thristooher  go  beyond  that.   I 
dor.'t  think  it's  rv  .-.e. 

C 

MS.  MYERS:   I  dor.'t  thir..-;  anybody's  saying  t.-.at.   All's  I'm 
saying  is  it's  not  for  me  tc  comment  on  r-:i:<e's  comments.   I've  done  -- 
I've  laid  out  what  t.-.s  admir.iitration' s  prsitior.  is  and  I  think  that's  all 
we  need  to  say  about  ... 

Q     exactly  is  ;he  ad:,inistration' ?  position  wl;h  regard  to 
additional  action  beyond  protecting  U.N.  rorces?   If  t.ne  Serbians  were  to 
stop  firing  on  Sara:^-'?.  wci.  i  that  be  sr.-.ugh,  rr  would  you  also  ask  them 
to  retreat  frcr  pcsif. -ns  a;   ..-id  S.=ira:4/f  iS  a  -crdition  for  not  activating 
your  clan?   You  keep  ?.-/inc   at  you're  i..  :al^  ■  .;■.  3i--ssels  about  this. 
What  exactly  i^;  thi£- 

MS.  MYERS;   "r.ii?   s  actii.-i  wir.iin  e::i3ting  L".!:.  resolutions  to 
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atop  further  deterioracion  of  humanitariar.  conditions  to  prevent  the 
strangulation  of  Sarajevo  anri  to  do  what  wa  can  to  support  the 
negotiations,  move  tcw^rd  a  r-rgotiated  sc:-. tleme:it  in  Geneva. 
Q     military  -- 

Q  As  lone  as  relief  convoys,  for  instance,  were  permitted  to 
reprovision  Sarajevo  and  the  shelling  ceased,  would  that  satisfy  you? 

KS.  MYERS:   Well,  there  are  two  sets  of  actions  we're  talking 
about,  the  first  one  within  -..ie  context  of  836.   If  UNPROFOR  forces  are 
attacked  and  request  assistance,  that  will  be  the  context  for  action 
there.   The  context  for  actic:-.  --  additicr.al  air  strikes,  other  things,  or 
specifically  additiona-  air  s-rikes  are  wnat's  being  discussed  today  in 
Brussels . 

Q  To  what  purpose?  Wha:  is  the  objective  of  the  administration 
on  the  very  point  you  just  mentioned?  What  do  you  want  to  see  on  the 
ground? 

MS.  MYERS:   We  v/ould  li>5  to  see  an  i.nd  to  the  erosion  of 
humanitarian  conditions  there  and  we  woul i  like  to  support  negotiations 
toward  a  settl-rment  in  Geneva.   Oltimatel.  ,  we'd  like  to  see  negotiated 
settlement  and  a  cessation  of  hostilities  in  Bosnia.  That's  the  ultimate 
goal. 

Q  I'm  just  wondering  w;.ht  the  trigc-zr  would  be  for  air  attacks 
under  this  additional  plan. 

MS.  MYERS;   A.-id  that's  ••.-.'.at's  being  iiscussed  now.   It's  part  of 
the  conversation  in  Brussels  working  ou;.  ;he  specifics  about  how  this 
would  work  operationally. 

Q  But  it's  your  plan  =-  you  ought  t  .  be  able  to  tell  us- what  ia 
in  your  plan. 

MS.  MYERS:   I  am  not  gc-:.g  to  tell  y  a.   T;:e  pla:;  -- 
conversations  sbout  this  are  ongoing  and  ;:o  final  aecisions  have  been 
made.   So  I'm  r.ct  going  to  gi.   into  the  specifics. 

Q  Does  yc^ur  plan  fall   -  does  comma  r.d  and  control  of  your  plan 
fall  under  the  auspices  of  N.-.TO  or  the  Ur.ired  Nations?  Boutros  Ghali  ia 
aaving  any  response  unoer  83-  is  his  call. 

MS.  MYERS":   Well,  336  --  axactly. 

Q  You  agy^e  wi;h  -hat.  But  ;hen  fcr  the  additional  action  that 
may  be  contetnclateJ,  whose  ca.l  is  that? 

MS.  MYERS:   VJall,  as  ycj  know,  NATO  is  meeting  about  it  today  and 
they  will  wor!'.  out  exactly  ':-.rv  tha-  will  :.a  tricgered.   But  that  is 
something  that  is  being  handled  at  the  Nc.-h  At_a::;ic  Council  today. 

Q  Would  that  be  Boutrcs  Ghali's  dec  sion  or  the  U.N.'s  decision, 
or  is  it  something  that  NATC  and  the  Unitrd  States  would  determine? 

MS.  MYERS:  it's  something  that  NATC  is  looking  at  now  and  exactly 
how  it's  structured  will  be  worked  out.  =at  it's  something  that  is,  we 
believe,  permissible  under  =.:_sting  U.\'.  -asolutions,  particularly  770. 

0     unilateral  or  mull  lateral  --  io  you  have  a  timetable? 

MS.  MYERS.   tCo.   ;-.gain,  ..-.at's  somecmg  z'r.az   they're 
discussing. 

Q  Do  you  .lav-i  a  range? 

KS.  MYERS:  y.o. 

Q  A  pevir-i? 

Mil .  MYE"  J  :   ::o . 

Q  At  ris-:  of  getring  :  ..   aam-.   answe.  that  ycu'v=  been  throwing  at 
us  time  and  ag-in,  are  the  j:\TO  forces  tc  .:ay  discussing  not  whether  to  do 
this,  ;-ut  how  lo  do  it? 

y.S .    MYERS   Well,  I  thir-:  you'd  estc-  lish  --  they'll  establish  a 
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■€t  Of  criteria  that  wculd  trigger  action.   And  I  think  that's  somethino 
we'll  have  to  wait  and  see  hcv;  it's  structured.   I  mean,  I  thinJc  that  the 
Daitea  States  is  deterr.ined  -.c   move  forward  with  its  allies  to.  again 
prevent  the  deterioration  of  hu-nanitariar.  -renditions  and  to  further   ' 
negotiations  in  Geneva.   And  so  I  chink  t;iere  w.ll  be  --  that  olan  will  be 
tiorked  out.  ' 

0  On  a  non-Bosnia  subj-tt? 

Q  Oh,  good. 

Q  The  President  talked  to  David  Bor-sn  today  and  can  you  give  us 
an  idea  of  who  he  has  talked  to  in  terms  of  rounding  up  votes,  other  than 
what  we  know  about  already  in  the  public  schedule? 

MS.  MYERS:   Yes.   As  you  know,  he  mtz   with  the  Progressive  Caucus 
this  morning  -- 

C  Why? 

MS.  MYERS:   To  cot.ti.iue  -o  press  foi  support  for  the  economic 
package . 

Q   Is  he  ror.camed  abou:  support  frc-i  any  mexbers  of  the 
Progressive  Caucus? 

KS.  MYERS:   I  thir-k  tha:  we're  net  t-<ing  s  single  vote  for 
granted  on  this.   As  ycu  kni. ,  it's  very  :iose  ;n  the  House.   It  will  be 
close  again  -- 

Q  Can  we  get  the  answer  to  my  questions  first  and  then  you  can 
follow?  ■* 

C   I'm  scrry.   Sui-s. 

KS.  MYERS:   I'll  have  t   take  that  because  I  don't  know  that  he's 
talkea  to  any  r-ember  of  the  .-...-.ate  todav   in  tr.e   House  -- 

C   Includi.ng  Senator  B=  -^n? 

KS.  MYERS:   :  don'-  beli-vs  aj.    but  .et  me  ra.-ce  :hat. 
...  .  *?  u^?  ?^*  confidence  ex^rassed  by  Vire  Prsaidenc  Gore  yesterday 
diminished  in  a.ny  way  by  the  apparent  def  icrion  of  Senator  Boren? 

«<=.  MYERS:   Ko.   As  you  -..now,  the  Vl   -  Prc:.=  idsnc  oade  those 
commer.is  after  Senator  Bore.-.  annou.-.ceQ  hi?  intentions.   I  think  that  we 
always  expected  this  would  b--  close,  but  .ve  do  expect  that  in  the  end  the 
President's  plr.n  will  pass.  ^^ 

C  Are  the  changes  thac  have  been  maie  in  the  Social  Security 

Slfd^f;°-h'°c*-'  ""  ^°   -f"  '--■■■•'•  "^^^"-'^  *-'  -•^?'>  '^   ?'=  y°'^   ^h«  -«"  that  you 
°**f  ^•■^.=he  Ser.ate,  or  do  yc   expert  tnat  t.ner-  s  aoi.ig  to  have  to  be  soie 

r^iiSIc- -'=;=''*  ^^■-  '''-■■*   t^for-  v-i  ca.-.  sell  this  deal? 

n^«A,..-H  T^lll        ■  *"**'•  -  '--"**  "  "^■•*y  avent  finished.  They  haven't 

5f  ?Se  day.      ""  '  ■'^'"-  ■'''■•   "*'-^   '*  *"-^-  "'^'^  Produce  V  the  end 

^h-  Ji^   !^*.r''^''^'-'^^''-^  "'*'*'  they're  goir.g  to  be  able  to  produce  by 
tne  enn  of  the  day,  or  are  yc..  -- 

>-  .Ki'f '-^^f 'u  '^^•f'^  guida:..i  to  us  waf  that  they  thought  they  would 
^.f^   T  ;. J  haven't  hears  a.nything  to  tne  contrary,  chough  I  don't  know 
what  --  I  certainly  wouldn't  place  any  bets  as  to  what  time  they  11  get 

"  Ss.^5?ES"'?:ntar!;;t.'-''"''^^  "  *-^"'  -*  ^"-""^ "~"-" 

C  Has  th.-t  been  nre  r-.  tati-e  giv*   -he  .i-ninc  of  the 
conference? 

^ItJll'J'^-        '"''  t^   ''•'    ''y*  -*•'■•=*■  -'*  ^■--^-  «"  ■■^«  timing  of  the 
conference  wnic.i  is  why  we  =..:,' c  cut  -.ut  --  «a,:e  a  formal  annoOncesienc 

«   ;.  ?"'  "*  -*  h<^?«*^-  -"«t  we  can  -o  fci-.ard  tomorrow  night. 
Q   If  it  IS  toraonow,  v.    t  ti.-:s? 
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MS.  MYERS:   Probatly  8:C0  p.m. 

Q   It' 3  bean  reported  ti.at  in  his  cc.-.versatior.  Boren  that  he's  -- 
1  don't  know  --  very  laid  bacr.,  that  he  d:.in't  pressure  Boren,  that  he 
didn't  twist  any  arms,  that  1-.3  thanked  Boisn  lavishly  for  supporting  him  on 
campaign  finance  reforr.  and  -.rher  issues.   Does  the  President  think  that 
there's  some  value  in  being  rougher  wich  some  of  these  people?   Or  is  this 
the  mode  of  his   meetinos? 

MS.  MYERS:   Well,  I  thi-ik  -- 

Q  Did  he  hug  him?   (Laughter.) 

Q  Or  did  he" refuse  to  hug  him? 

MS.  MYERS:   That's  classified.   He  sends  a  lot  of  subtle 
messages . 

Q  How  would  you  describe  his  -- 

MS.  MYERS:   Oh,  I  think  like  anybody  else,  he  has  different 
relationships  with  different  individuals  and  chooses  to  work  and  talk  with 
them  differently.   I'm  not  sure  we  ever  exoectec  Senator  Boren' s  vote  on 
the  final  package. 

Q   Does  hfe  feel  disappo.  .•.ted  and  in  dny  way  -- 

C   Betrayed. 

Q     betrayed  is  the  rivht  word  --  -hank  you.   Does  he  feel 
betrayed  by  Senator  Bor-2n"s  performance  c:.  thisT 

K3.  MYERS:   No.  Z   thir.k  --  I  mean,  as  you  pointed  out,  and 
Senatcr  Boren  rointed  cut,  hs's  certainly  voted  with  the  President  on  a 
number  of  tougi.  votes.   -And  ".  expe^c  he'l   concir.v.2  to  do  so  over  the 
years.   We  didn't  ever  count  :-:im  as  a  ye£  on  th=  conference  portion  of 
this  package.   Obviously,  th=  President  v.  . uld  -ike  to  have  every  member  of 
the  Senate  he  can  get  a.id  pai-icularly  e'.-ry  Der.ccrat,  but  that's  not 
realistic.   This  is  a  ccod  pa.-kage,  but  i;'3  a  tough  package  and 
ultimately  we  t.iink  it  will  -it  if  passed.   But  -.ve're  going  to  lose  some 
folks. 

C  vvhat  ai  out  Bob  Dole'-  invitation  ro  a  summit? 

K? .    MYERS-   As  yov  knov ,  there  have  jeen  a  number  of  summits  in 
the  past,  and  :  think  five.tu-  of  six  hav-.-  actually  resulted  in  higher,  not 
lower  deficits.   VJe'.ve  been  \.jrking  on  th.s  package  now  for  the  past  five 
or  six  r.onths.   The  President  believes  it '  s  a  ver-'/  good  package,  it  meets 
his  objectives  that  will  bri:._:  the  defic:   down  and  get  the  economy  moving 
in  the  right  direction  again   And  this  wi'.l  paac . 

C   Has  tht:  President  ca.led  today,  c.  does  he  plan  today,  or  did 
he  call  over  ti:e  weekend  any  of  those  six  Democrats  who  voted  no  against 


MS.  MYERS:   I  took  that  question.  Z    don't  think  he  --  I  don't 
know  if  he  has  any  plans  to  rail  them  today. 
C   Who  die  he  call  over  .:.-.e  weekend? 

MS.  MYERS:   I  believe  h=  spoke  with  .•:itcheil  and  Foley,  and 
perhaps  Moynih,=<n.   But  Z   can  take  that  -- 
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MS.  MYERS:   I  don':  --  yuu  asiced  for  it. 

Q     my  q-jesrion  about  ihe  meeting  vich  Progressive  Caucus 
What  was  the  purpose  of  it?  And  given  Se::ator  Soren's  defection 'and  the 
meeting  with  the  Progressive  Caucus,  did  the  President  feel  that  maybe  a 
lot  of  the  compromises  he  made  at  Borer.' s  insistence  were  wasted? 

MS.  MYERS:   No,  I  chink  .hat,  as  you  <now.    the  Senate  Finance 
Committee,  that  was  probably  :he  toughest  oarc  cf  this  --  one  of  the 
toughest  parts  of  this  process.   And  I  think  that  it  was  clear  we  weren't 
going  to  have  the  votes  in  Senate  Finance  for  Btu  tax  from  early  on   That 
was  something  we  said  at  the  time.  *  • 

He  met  with  the  Progressive  Caucus  bicause  he's  met  with  all  of  the 
caucuses  to  urge  them  to  support  the  plan  and  tc  urge  them  to  urge  their 
colleaaues  to  rupport  t.ie  pla:..   I  think  .■.•-' re  coing  co  do  very  well  among 
members  of  the  Progressive  Caucus,  but  we- re  certainly  not  taking  their 
votes  for  granted. 

Q  At  this  pcint  ha  nee--,  votes  a.-.d  .-.ot  froa  the  Progressive 
Caucus,  however. 

*  ^J";.   MYERS:   I  disaare-  -•.  th  t;.at.  r.     very  --^zh   .needs  the  votes 
of  the  Progres.^ive  Caucus  &n~.   we  don't  wai-.t  tc  lose  ar.v  of  those  by  takina 
their  "otes  fcr  grantee.  '  ■'      " 

Q   Show  m':  where  he  mic;.':  be  concerr^i  sUoout  -- 

MS.  MYERS:   I'm  net  --" 

C      sore  votes  of  t.-. 

MS.  MYERS:   If  we  --  li 
won't  r.ave  co  te  concerned. 

Q     abo',:c  the  e;:-5cuci 
Preaid-snt  said  ne  r.iighc  .^;ave 
in  the  House  W-dnesday  or  T 
just  going  to  .^end  mayte  a 
do  bec.iuse  cheva  are  scr^e  : 


Progressive  Caucus . 
■he  President  is  effective  at  this,  we 
=  jt  .he's  r.oc  cakinc  any  voces  for  granted. 
-:  order  or.  6::citler.e.-.c  cuts?  The 
ne  =:  those  ready  for  co.-iservacive  Democrats 
.V-;sday.   l3  c.-.at  still  the  schedule  or  is  he 
lizcer  over  ou-.lininr  some  chings  he's  going  to 
or.  ems  about   .-.e  woiii.-.o'' 
M.?.  MYEP.S-   Yes.  As  y.-;u  --.now,  .he  sai  i  he'd  o-  iillmg  to  either 
consia.-:r  addit:onal  lecislacion  or  an  executive  order  co  lodify  the  review 
that  w-.s  passe-:  in  the  House  clan.   I  don't  believe  any  final  decision 


have  fc-r^rn  made 
it. 

C 
up  to  - 

K" 
leaderi 
leavin? 
order 


about  that  yec  .   But  he' 


What's  the  resc  of  :. 
.=  Hill  on  Uedn€  sda-.- 
MYE-,S  ::'s  •.-.clii. 
fron  aiour.d  the  cou.-.- 
a  lot  cf  flexibility 
o  deal  v.ich  what  comei 


LCion  to  SOI". 

Urban  Leacu- 


that's  on  ir. 
what  i7  it? 
Hilton.  And 
C  Ross 
President  or 
him.   Coes  the  Presider.c  ha 


weeK  lock  .-.ke? 
.-ni:i=? 

a-i  will  c  rncmu' 
y  a.-.d  with  .  juicn; 
.r.  his  sc.".eGule  fc: 
up  in  the  cudget 


:-jrtai:;ly  be  willing  to  consider 
s.d   is  he  going  to  go 
wit.h  opinion 


IS  meet 
.  .Tiecia. 

cne  res 
:ocess . 


C 
the  PC 

M 
at  the 

C 


y?.  MYERS 
C  Did  he 
m:.  MYE.IS 

Is  ch- 
in De 
MYERS 

arlv  c 


I  think  he'_ 
of  the  week  in 

-        ^--  .- The  only  thing 

0^  regior.a.  neeti:.:  of  opinion  leaders  is  -- 
.,    .  Uroan  Leacj-;  on  Kai.iesday  at  t.he  Washington 

I  oeiieve  it's  around  nooncir.-e. 

F-roc  was  m  cov.:-.  today.   He  said  he'd  meet  with  the 
talk  to  hi-  on  c;;e  budget,  c.iat  he  d  be  willing  to  talk  with 
any  plans  tj  calk  wicn  him? 
-  has  no  plana  co  r.eec  with  Mr.  Perot. 

iday? 
-danc?   No. 

a  crip  r.e:-:  wee.^:  >afoia  he  goes  to  see 


The  Piisiac 
see  him  las: 

D-d  t;  J.  Fi- 

Preside:.,  d^: 
■.■/er  ? 

Z    thii..:  th3 
".  of  n<=:-; 


.s 


t.ha-  flood  I'slac-^ 


there's  s 
and  Che:. 


c  ->d  ch?-.:e  chac  he  will  travel 


.^1 


476 

PAGE   3S 


U.S.^Iewawire,  August  Z,    1993 

VS.   MYERS:   Not  necessarily.   I  wojjldn't  ruls  out  that  there  will 
be  a  flood  stop.   But  there  are  no  specific  pljans  at  this  point,  but  Z 
would  leave  open  the  pcssibil-ty  that  we  would  travel  ftonday,  Tuesday  or 
Wednesday  of  nfrxt  week  befoi-   the  President  goes  :o  Denver  on  Thursday  to 
see  the  Pope. 

C  Would  we  come  tack  hi.e  before  gciiig  to  Denver,  or  might  this 
be  an  overnight? 

MS.  MYERS:   It  could  --  I  think  anyt.-'.ing  is  possible.   I  think 
it's  possible  we  could  go  out  Wednesday  and  not  come  back. 

Q  One  more  time  en  the  budget.   When  you  say  you  fully  expect 
that  the  budget  will  pass,  what  do  you  bas»  those  expectations  on?  On 
people  who  have  told  the  President  privately  that  they're  open  to  being 
talked  into  it?   On  -- 

MS.  MYERS:   Sure. 

Q     a  vibe? 

VS.    MYERS:   No,  nc,  no.   On  --  we've  .nad  --as  you  know,  we've 
had  a  .".umber  oi  conversation!  with  all  of  these  folks.   They've  been  -- 
we've  :\ad  a  lot  of  conversa;i  .'•ns  and  I  tni.ik  --  this  is  based  on  our  hope, 
based  ^n  what  v/e  know  w.nere  various  senators  stand  on  the  package. 

C   Dee  Dee,  on  Boten,  ii  you  could  -- 

MS.  MYERS:   This  is  based  on  conversations.   I  wouldn't  say  that 
it's  c^moletel^-  done  at  this  coint,  but  I  think  our  exoectation  is  that  it 
will  bi." 

C  Wishful  thinking? 

VP..   MYERS:   Well,  I  wouldn't  say  that.   I  t.-.ink  it's  based  on  an 
expectation  --  based  on  a  number  of  convavsations  that  when  the  time  comes 
the  vctas  will  be  there. 

C   As  far  as  Borer,  is  c.r.cemed.  Dee  3ee,  ;;s  voted  for  the 
Presid'^r.t' s  package  the  last  . ime  around.   So  much  of  the  House-  Senate 
confer- nca  cotrr  ror.ise  v.as  de.- .gned  to  satisfy  hm  and  his  needs,  amd  now 
he's  g.na  ahea»;  and  ancouncei  that  he's  not  going  to  support  the 
President's  plan.   Kow  coul.d  you  not  feel  oetrayed  by  Boren? 

K?.  MYERS:   Ultimately,  the  President  believes  this  plan  will 
pass.   I  think  this  is  not  a.  neat  and  clean  process.   I  don't  think  -- 
again,  we  didn't  ever  count  c::   Senator  Boren' s  support  for  this  phase  of 
the  pr-cess.   v.'e'ra  going  to  get  the  vote;  someplace  else.   So,  we'll 
see. 

C  Does  the  administrati.n  object  tc  the  inclusion  in  the  package 
of  thi;:gs  that  aren't  in  there  now  that  w-uld  gc  to  benefit  individual 
member  states  cr  d^stritts  i.  exchange  fcr  their  agreeing  to  vote  for  the 
package?  Would  you  object  tc  an  agreement  like  th.'it? 

y..~ .  MYERS:   That's  an  spin-ended  que-5tion  which  I'm  not  going  to 
answer.   I  thi:~.Jc  it  «ould  depend  on  what  it  was.   If  there  was  something 
that  w'ts  beneficial  --  I  mean,  first  of  all,  the  conferees  are  working  out 
the  fip.al  details.   I  think  in  broad  strokes  we  know  what  the  package  is 
going  ;o  look  like,  and  the  President  believes  t.^at  it  meets  his 
principles. 

C.  Right,  but  would  you  -bject  to  an  appropriation  for  federal 
money  tliat  is  not  in  there  n-w  being  put  i:i  between  now  and  the  time  it's 
voted  -r.? 

t     .    MYERS:   TJ'.at'E  a  bl-^-ket  quest,  ic. .   I  ;-.  .ven't  seen  it.   Show 
me  a  £•  :-cific  nd  perhojs  v.'c  .i  comment  c::  it. 

C   Are  yc.  opf:n  tc  neci   ation  on  that  point? 
K  .  MYERS    T!'.e  ctnferr   e  cjr.mit-.c-i  jerta-.-.ly  is  open  to 
negcti  .tion  on  _t.   Thc/'r-j   -ing  ra  -- 
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C  You  wouldn't  object  Li   someone  convinced  the  conference  of  the 
inclusion  of  scmething  that  benefitted  •- 

Kl.   MYERS:   No,  I'n  sayi.-.g  I'm  not  going  to  answer  that  question 
in  its  sort  of  blind,  chargi.-.y  horse  font.   (Laughter.) 

C    Well,  if  that's  th-»  way  you  feel  about  it. 

Q     angry  at  any  member  of  Congress  at  all  for  any  vote? 

Q  Ever?   (Laughter.) 

C  Does  the  President  get  angry? 

MS.  MYERS:   Sure. 

Q  At  Brit. 

C  How  about  on  the  buda^t? 

MS.  MYERS:   No,  he  loves  Brit.   I  think  he's  exoressed  his 
sentiments  to  a  number  of  mergers  and  wontad  very  hard  to  get-  them  to 
support  the  package,  made  sure  that  they  know  what's  in  it. 

C  How  dC'is  he  express  ais  anger?   (Laughter.) 

C   Take  i;  out  on  -/su,    r->e  Dee?   (Laughter.) 

C   3y  jocrrino. 

y.?.  MYERS:   Yes  -- 

C  A  week  ago  in  C.hicacc .  right?   Speech,  remember?  Was  that  an 
expression  of  his  anger  whe.-.  ;-.e  complained  about  gridlock? 

K-".  MYERS:   :  don't  knc  if  that  was  anger,  but  1  think  he 
certai.-.ly  feels  strongly  abcv.-  that. 

C   What  wns  that  if  it  .-.Asn't  anger? 

M=.  MYERS:   Passicr..   (laughter.) 

C   Oh,  bey. 

C   Speakir.g  of  passion,  .-.ow  committed  is  the  President  to  the 
meals  -.nd  enterzai.nment  ded'j--ion.  giver,  that  wo-^ld  be  verv  beneficial  to 
Nevada  a.^d  you  need  Br^-nn's  --.^te? 

V'.  MYERS:   As  you  know   in  the  oricinal  pa.-kage  we  prooosed  a 
reduce -.on  xn  t;-.at  deduction  a.-.d  I  think  t.ie  President  feels  that  that  was  a 
good  p-cposal,  but  we'll  see  .hat  comes  out  in  the  final  package. 

C   :s  the  Presidert  meeting  this  afternoon  with  some  Califomian* 
in  recnrd  to  tha  budget: 

y-:.  MYERS:   Yes,  t.-.ere'£  a  group  of  opinion  leaders  in  from 
Cali^c-.nia.   W-  've  done  th-=  ..ith  a  nuinber  of  s-.^^es 

C   :s  Willie  3row.  -- 

C   Who  is  that? 

C   Can  yc-.;  give  us  a'fc-.-;  samoles? 

M.=   MYE.RS-   I  don't  hav-  a  list  --   I  don't  .nave  a  list,  but 
yes,  VJillie  Brcvn  --  it  is  -- 

C   Tommy  Lasorda? 

r--  =  .  MYERS:   I  could  only  hope,  but  I  think  t.iat  that's  not  going 
to  hac'an.  '   ^ 

C   Ronald  Reagan? 

^■?.  MYERS:   That's  okay. 

C   What's  the  purpose  c:  the  meetma  with  t.ie  Californians? 
Hasn't  .He  got  '.he  two  senate;- =  yet' 

MS.  MYERS:   Yes,  t  Jt  or.-  of  the  thir.rs  that  we're  trying  to  do  is 
to  he io  make  sure  tnat  tne  p...lic  undevsta.ids  t.-.e  conponents  of  the  plan. 
And  we  found  it  very  effect;--  over  th^  course  =f  the  last  few  weeks  to 
meet  w-.:n  groi:-s  of  opiiio.-.  .-ade.s  frcr;  various  states  to  talk  to  them  -- 
differ  r.t  peop  -,  not  :  ..st  :    President,  but  v.m-.cus  menbers  of  the 
admini  tratior.  --  t.he  econc- -  .  tean-  ha-e  jor.e  i:-.  tr.ere  and  answered  these 
T?^f  1  -^^stior.:^  aoout  w.-afs  m  t:ae  package,  hew  i:  will  affect  them,  how 
It  wx.   •sttect  sma.l  busmes?  --  as  much  js  we' a  know  about  the  final 
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details,  which  has  beer,  very  helpful.   Thsn  chose  individuals  Can  go  back 
to  their  states  and  talk  to  .-her  people  and  tr>'  to  make  sure  that  there  is 
an  acc-rate  perception  jf  th:  ■  plan.   Fcr  example,  80  percent  of  the  new 
taxes  -r.  this  plan  are  -3n  ee-ple  maicing  ever  $2C0,000  a  year.   I  do  not 
know  chat  that  is  yet  s   wi-ie_y  held  percepcion,  buc  we're  maicing  headway. 

Q  We've  been  watching  Americans  in  cne  Midwest  for  over  a  month 
now  filling  sandbags  and  trying  to  prevent  flooding  of  their  cities  and 
farmlands.  And  the  question  is  beginning  co  come  from  che  Midwest: 
Where's  the  Arr.y?  Why  aren't  there  tens  of  thousands  of  troops  out  there 
filling  sandbags  and  helping  create  these  levies  and  fight  che  floods, 
bringing  sanitation  equipment,  water  purification  equipment? 

MS.  MYERS:   The  governors  have  not  requested  it. 

Q  Has  it  been  offered? 

MS.  MYERS:   I  thinK  tha-  the  understamdmg  is  if  they  requested, 
it  was  something  that  we  would  consider.   3uc  I  chink  --  and  I  will 
double -check  ci-.is,  but  I  beli-ive  Governor  3ransc3d  and  others  said  that 
they  didn't  think  it  was  nece..-5sary.   I  do.T  c  believe  chey've  changed  that 
perceocion. 

0  Do  you  expect  a  final  report  on  Mr.  Foster's  death  co  come  out 
this  w'.'ek? 

M.'.  MYERS:   To  the  best  of  our  knowledge,  the  Park  Police  are 
still  (  peratin'r  on  a  timetable  that  they' 11  finish  it  by  che  end  of  the 
week  o'-  toward  che  end  of  che  week.   And  then  I  chink  chey'll  have  to  make 
a  deci-'ion  about  what  tc   do  with  it. 

C  Cee  Dec-,  you  me:-:-iir.^-i  the  other  day  chat  Vince  Foscer  advised 
the  Clintons  or.  private  ie-js-  matters  as  veil  as  counsel.   Was  he 
separ-'  ily  rer..  neraced  :or  -."  t? 

K.  .  MYERS:   Before  cor.i  .  ,•  tc  t.ne  Whits  Housa,  it  was  done  through 
the  Rc.?e  firm,  I  believe.  k:.i   once  he  carre  here,  no,  I  don't  believe 
so.   A:-.d  I  will  -- 

C  Does  c::at  mean  it  was  it  done  on  a  pro  bono  basis,  or  what? 

K".  MYERS;   No,  it  was  rart  of  --  it's  part  of  tha  legitimate 
functi- n  of  the  Counsel's  Cftice. 

C  Has  it  ever  been  don=  that  'way  before? 

(■'.'.   MYERS:   I  believe  --  I  don't  knew  che  answer  co  chac.   I  will 
take  i : . 

Q  Would  you?   I'd  appirjiate  it. 
Also,  wat-  he  --  wnac  i--  Che  scacus  of  che  blind  cruse  --  the 
Clinton  blind  trust?  VC^s  ch.^.  scmechinc  he  was  draftina?   It  was,  wasn't 
it? 

Q  Quescion? 

MS.  MYERS:   The  question  was  what  is  the  status  of  che  Clinton 
blind  trust.   And  I  believe  he  was  and  I'll  have  co  cake  Chac  as  well.   I 
believe  ic's  boen  set  up. 

Q   It  was  our  understanding  that  ic  had  not  yec  been  sec  up.   Can 
you  ch-'ck  chat'.' 

y.  • .  MYERS  :   Yes . 

C  Also,  there  was  a  ru.-.d  in  which  Mrs.  Clinton  had  SSO.OOO  or 
$100,0  •?  inves- ed  chac  --  sc -i  percencjiae  ;t  whi  "h  was  medical  scocks. 
Was  Vi  r  >  Fost-  r  a  co-i::ve3t  :   -vith  her  in  tnac . 

'■'.    .    ;iYER£   There  vas  ~:-   fund  chat  wis  re_jrted  on  their  cax 
return  ,  and  :  ■  11  have  -o  -.3  •-:?  that  as  wel..   I  Jon't  know  the  details  of 
it. 

C  Does  s:.2  still  hold  mac  stock,  do  you  r:no'ji»? 

K^ .    MYERS:   I  don't  believe  so.   3ut,  again.,  I  chink  ic  --  I 
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don't  know  if  it  was  stcck  or  a  mutual  fund.   I  thinlc  it  might  have  been  a 
mutual  fund. 

Q  Yes,  it  was  a  mutual  fund,  I  believe.   Also,  how  would  yxsu 
charac-erize  t.he  nature  of  tha  advice  she  got  from  him  on  health  care 
matterp? 

MS.  MYERS:   Legal. 

Q  Question? 

MS.  :iYERS:  What  was  ch=  nature  of  t.ne  advice  that  Vince  Foster 

Q  Wasn't  also  policy? 

MS.  MYERS:   No,  it  was  largely  legal.   It  might  have  been 
exclusively  legal.   But.  for  example,  he  was  the  -- 

Q  But  it  wasn't  legal  yast  about  her  status,  it  was  about  -- 

MS.  MYERS:  Well,  that  •.-.-as  a  big  par;  of  it.  :  mean,  he  was  the 
person  that  advised  --  he  was  the  lawyer  in  the  Counsel's  Office  who 
handled  t.he  FA'_"A  suit. 

C  Sight . 

t-'-'.  MYERS:   Sc  th£-  did  .-.ave  a  great  ieil  ;o  do  with  her  status. 

'     Did  tl--t  suit,  =•/  th-  way,  specify  that  she  would  be  considered 
a  pub_.'.  offic-al  only  :or  u...-posas  of  that  kind  of  thing  and  not  for 
certai;.  other  vurposesl 

K3 .    MYERS;   I  don':  t.-.i;:.:  it  was  that  narrow. 

Q  I'm  talking  about  the  White  House  pleadings. 

r-:.=  .  MYER.T:   No,  I  understand  t.hat.   I  don't  think  that  the 
pleadi::?  was  t:-..it  narrcv;,  that  I  think  it  vent  to  her  status  generally. 
But,  y-u  know,  I  will  --  i;-.  fict,  what  I'll  --  I' 11  take  t.hat,  but  there's 
--  ot!-.-r  lawyors  in  the  council's  office  that  can  certainly  speak  to  the 
detail   of  thr.; .   I  can  talk  ~o  you  about  it  afterwards. 

C  Dee  De-i,  as  far  as  ytu  know,  he  di3ccntinued,  or  --  I'm  sorry 
--  he  '..us  not  -aid  for  :;ny  s-..-vice  he  provided  to  the  Clintons 
persor.=illy? 

K;-.  :4YE.RS:   I'll  t^ke  t  i  question,  but  not  that  I  know  of. 

Q  W.hen  a:.d  how  dc-s  zr.i    President  tlan  to  tell  the  American 
people  what  hi.-;  Bosnia  pia:.  .o?   Usually  wnen  ycu  have  some  sort  of  a 
military  actic;-.  or  imminent  irticn,  he  does  something  like  an  Oval  Office 
addres-.   But  -f  you're  goir.^  to  use  that  fcr  ti.e  budc-t  address,  would 
you  be  wanting  -zo  do  tv.   o:  •  .-.em  back-to-c.ir>.  l_;-:e  t.hat?   Cr  would  we 
possibly  see  t-Tiet.ning  t=T.,-r---w  r. ignt  -- 

r-:".  MYERS:   In  the  corjn^rcial'break. 

C  Segue  -  - 

K.".  MYERS:   No.   I  thi.-.;  that  tomorrow's  Oval  address,  should  it 
go  for'.ard,  will  focus  :n  th  budget.   Onte  a  fi.-.al  decision  has  been  made 
per  th^  reetir.-:  in  Brussels  i.-.d  other  things,  I  t.^.ink  we'll  make  a  decision 
about  .;=•*•  to  c:  forward  with  -.hat,  both  m  terms  of  policy  and  in  terms  of 
talking  to  the  American  people  about  it.   I  don't  thinK  we're  there  yet. 

.^^^j^.g  schedule,   what's  your  expectation 
:f  to  Denver,  will  he  be  coming  back  here  after 
:-,  or  do  we  not  knew  yet? 
.-.e'll  stay  c-.t  :hrr.i:gh  the  26t;-.. 
.1  go  to  Talsa  for  the  governors  and 

lid  you  say  t.;e  12ti-.  to  the  26th? 
-.he  26th.   T:-.ey'll  :je  bac.<  in  Washington 

e's  CDing  t-  be  gr-.no  in  the  meantime? 
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K;. .  MYERS:   For  planning  purposes  or.iy,  ans  chis  could  change,  but 
the  ter.cacive  schedule  -is  of  aow  is:   Oenv'sr  on  -he  12ch  co  see  the 
Pope.   There's  a  possibility  chat  he'll  go  to  California  on  the  13th. 

Q  Vacation  or  business? 

MS.  MYERS:    Business,  JMSt  to  sort  of  do  a  couple  events.   We 
don't  know  where  and  we  don't  know  exactly  what  yet.   On  the  weekend, 
which  would  be  the  14th  and  15th  -- 

Q   Isn't  he  doing  a  Denver  fundraiser? 

MS.  MYERS:   Coming  back  to  Denver  on  Friday  night,  the  13th. 

Q  What's  the  California  event  again?   I'm  sorry. 

MS.  MYERS:   In  California  we  don't  know.   Back  to  Denver  to  do 
something  for  Governor  Roxer  on  the  nighc  Of  the  13th.   So  it  will  be  a 
day  trip  to  California,  back  to  Denver,  an  event  for  Governor  Romer.   Then 
he'll  CO  to  Vail  for  th^  weel-:-5nd,  which  is  the  14th  and  15th,  vacation. 
Then  he  goes  to  Tulsa  on  Monday  the  16th  for  the  Governors  Association, 
NGA. 

Q  What  kind  of  sp-jech  is  that? 

M?.  MYERS:   I  don'c  knc.-  the  details  of  thrt  yet. 

Q   Is  it  likely  to  be  health  care  or  is  thac  -- 

y.^.  MYERS:   We  just  haven't  finally  resolved  that  yet.  Then  I 
think  ;  e'll  go  to  Fayetteville  for  two  days  on  Tuesday  and  Wednesday.   And 
then  to  Kyomir.r  through  the  ISth. 

C  K.nen  does  he  flv  to  '.v/oming? 

''"  .  :<YERS :   Urcleav.   I-.  would  be  eicier  -- 

C  K-iere  m  'Wycmir.  ■? 

N'.:- .  .'lYERS  .   Sctr,ewh"-re  r.iar  Jacicscr..   ts  the:  where  you're  going 
to  go  c:i  vacation?   (Laughtei . )   Your  worst  nigi'.tnare:  All  of  these  guys 
are  staving  ir.  your  hotel.  (Laughter.) 

Q  'All  the  -- 

K'.  MYERS:   I  wouldn't  v.ile  that  out. 

C  v.'ill  ha  be  in  one   of  these  places  where  ne  is  out  of  the  way 
and  we  can't  g*2C  near  him? 

t:-.  i-TYERS :   Yes,  large  property,  large,  expansive  -- 

Q  And  he  doesn't  :ome  cff  and  there'?  no  speech  -- 

t'.S .    i'TYERS :   He  wii  .  do  -nings  like  play  golf  but  --which  would 
probairly  be  off  the  preT.ise-s  but  I  think  -.e  expects  to  spend  as  much  time 
as  possible  -- 

C   Family  pool? 

M.~.  MYERS:   Family  pool,  although  there's  certainly  been  a  request 
to  take  a  press  plane  so  that  everyoody  can  share  in  the  fun.   But  I 
t.hink,  on  a  d.T/-to-day  basis,  it  would  certainly  be  family  pool. 

Q   Can  I  reinforce  the  request  that  we  have  a  press  plane  and  the 
normal  travel  .Arrangements  with  hotel? 

t:-.  :-rYER£ :   I  think  we're  moving  in  that  direction.  We'll  try  to 
work  it  cut . 

Z     Especifllly  this  tim^  of  t.he  year. 

C   I  missed  it  bec-.us-=   was  so  excited  abcut  Wyoming.  What  day 
are  w-.  -..  inc  to  Jac>.sor. : 

K   '.    :IYERS-   7h-i  lf--h  -":-.  Dug:"  t.-.e  .:6:h. 

C   lie  De.,  cr  the  Ovr.l  ""ffite  -- 

t-'.' .  MYERS:   rf  thi=  is  ir.  print,  ycu  guys,  I'm  dead. 

C   Cn  t.-.e  Oval  Office  s/eech  tomorrtv/  r.ight,  has  there  been  -- 
given  ■l-.^t  h.irv-ensd  las.  tir-   has  there  'c»e.-.  di.-=cussic:is  i::  advance  with 
the  n----.'crks  a. -out  then  wil.ingr.ess  to  air  t;.ir . 

I  '.  XYERS  :   '.."e've  cert-inly  let  the;Ti  >:r.ow  about  our  desire  to  go 
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forward  with  it,  but  we  haven't  --  I  don't  think  we've  secured 
conunitnents.   We  haven't  said  for  sure  whether  we're  going  co  go  aihead 
with  it.   But  they  are  iware  that  this  is  something  that  is  likely. 

Q  What  are  your  plans  loday  if  the  conferees  wrap  up? 

KS.  riYERS:   I  thin?;  we'l_  do  some  kind  of  a  statement. 

0  By  him  in  perse:;? 

MS.  MYERS:   Yes. 

Q  In  the  Rose  Garden? 

MS.  MYERS:   Probably.   We've  haven't  made  a  --  we'll  see  what 
time  --it  will  depend  i  lot  on  the  timing  of  it.   But  I  would  expect  if 
that  happens  in  reasonable  time. 

Q  You  said  last  week  you  were  dealing  with  Lisa  Foster  through 
the  fanily  lawyer.   Is  that  still  the  case?  And  do  other  officials  here 
at  the  vjhite  House  deal  with  the  family  indirectly  through  a  lawyer? 
What's  the  reason  for  t..at? 

Mr.  MYERS:   Yes,  they  have  a  lawyer  w.4o  is  serving  as  a  point  of 
contac.  for  a  '.lumber  of  thi.'-<73. 

C  «^im  Ha--.iltor? 

K3 .    NfYERS :   Yes,  Jim  Kar.ilton.   And  I  have  .^o  reason  co  go  beyond 
that. 

Q   Is  that  at  all  relate'!  to  what  is  a  rather  slow  decision  on 
suicide  that  seemed  ope::  and  shut  at  the  beginning? 

KB.    HYE.^£:   The  far.ily's  wishes. 

0  The  f a-nily  3  wishes.   But  is  any  of  that  related  to  why  this 
decisi-n  from  -he  Park  Police  hasn't  been  forthcoming? 

M.-.  MYERS:   I  don't  believe  so. 

0   It's  b-jen  almost  tv.-o  weeks,  and  as  you  know,  right  from  the 
start  -he  question  was  vhy  ii  was  sc  c-ear-cut  rather  than  tne  other  way 
around . 

Ha.  riYERS:   I  thin-,  cr.e  ?ark  Police  is  proceeding.   As  you  know, 
they've  spoken  with  Mrs.  Fcsier  now.   They've  spoken  with  a  number  of 
other  folks  and  I  chink  they  feel  that  they've  gotten  adequate  --  good 
cooperation  frrm  the  White  Hi^use  and  other' folks  co  wrap  this  up. 

C   Or.e  neve  questi. -..   ~.ie  letter  whi;!-  you  say  you're  familiar 
with  --  WIS  t:.ore  ar.y  a.fpetc-  --  you've  stressed  cha  work-  related  aapecta 
—  are  th;re  ?::y   aspect  5  of  -.hat  letter  c.-.at  are  .not  work-related? 

t:'.  :;yerS:  V.c,    it  f cruses  on  work. 

C  To  the  exclusic  ■.  of  --  nc  personal  orobl-i-ms  c.iac  are  outside 
the  office? 

MT.  MYERS:   No,  it  soit  ->f  shews  his  state  of  mi.nd  as  per  work. 

C   Is  there  going  co  i;e  a  background  briefing  on  the  oudget? 

Ki.  MYERS:   If  it  rets  ione? 

C  Yes. 

N:=.  MYERS:   Our  expectation  is  it  will  deoend  as  to  when.   I 
wean,  if  it  gets  done  at  9:C0  p.m.  :  dcr.'t  think  we'll  do  it  tonight.   If 
it  get.--  done  at  3:00  p....  :  t.hink  you  car.  e.xcecc  that  we'll  try  to  do 
soraeci'.ing. 

C   '..'.at  h:\ppens,  C-se  Oe-^,  if  they  don't  reach  a  conference 
agree-  -nc  today  and  thev  delav  it  u.itil  tcmorrov?  Would  that  b«  good  or 
bad  f:;:  the  '.-.'hite  House. 

r~.    .•■lYERS:   We'll  -ee  i*-  st  .happens,  if  t.-.ey  -- 

C  V.'hat's  the  cut-.ff.  ;-»e  Dee?   if  c.iey  ma<e  cy,  what  --  7:00 
p.m,  wr:  still  vet  a  sta-.e:ii^r.i :  6 :  JC  p.r..    ve  still  oec  a  statement? 

l-:=.    MyE.'.S:   r  don-   t:-.i;.-:  we  have  a  cut-off   The  last  time  -- 
the  on-y  thing  I  can  dc  is  ?•. -.nt  back  r.o  t.ne  previous  one.  when  cha  Meus* 
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voc*  pasacd  w«  did  ic  abouc  9:00  p.m 
Q  So  it  could  b«  '-hat  lat*? 

KS.  MYERS:   It  cou-d  DC.  We'll  just  see  what  we  expec: 
T:'2  press  :  Thank  vou . 

END 

1:49  P.M.  EDT 
LANGUAGE:  ENGLISH 
LOAD-DATE:  August  3,  1993 
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THE  WHITE  HOUSE 

WAMHINOTON 


aoptwibor   30,    199S 


Kobort  Giuffz-ii,   C3il*f  CouiuMil 

Unitod   .ntato*  S«nato 

Spccjal   Coimit%«a  to  Invastlgato  Mhltawflter 

Ocvelopnent  Corporation  and  Ralatod  Nattarit 
.sat   Uirkwvn  Building 
Wa»hinqton,   U.C.      ?.0510-«07S 

linar  nobi  • 

1   an  vrit1n9  in  rasponeio  to  your  letter  oC  Saptanttor 
in,  199!>.   The  WhlUa  Uous*  haa  baan  ablo  to  loontu  no  record  of  n 
tolnphono  caJ.1  from  Ms.  Helen  Dickey  to  the  Govcrnor'f:  Mansion  In 
l.{t.t.la  RocJc  on  July  20,  1993. 

Wo  havo  dateminod  that  no  such  call  was  nado  froia  rjio 
private  tulophona  linos  in  tho  Executive  Husldencc.   However,  Ms. 
DIcKuy  aay  have  placed  tho  uttll  throwjh  the  Hhita  Houro 
uwitchboard  or  tho  Signal  mfitchboard .  We  have  undartakon  to 
vorify  that  neither  the  Whito  House  nor  the  providers  of 
luiuphonn  nerviuo  to  the  Whits  House  have  retained  ruuords  of 
'i-doeer.liu  long  difttance  calls  placed  through  either  switcbbonrd  in 
.luly  1993. 

Wn  will  infarm  you  whan  we  have  uxhaustcd  our  inquirioa 
rooardlng  tho  availability  of  telephone  records. 


Sincsrsly  yours 


Jane  C.  Sherburne 

Special  Counnol  to  tho  lYesident 


on^   Lance  Coio,  Special  neputy  Counsel 


•-•«■  «Mts«i         —-»•'—  saiAini  MM  Sit 


485 

THE  WHITE  HOUSE 

WASHINGTON 


Rob 
Unitcjd 
Speed  jf 
D« 


October  13,    1995 


BY    HJWD    nPT.TWPV 


b«tt:  ofu? 
it«  dyStat 
acia~l  Cob 
^•velopae 


luffra.    Chief  Counsel 
States  Senate 
Connittee  to  Investigatja 
Lopaent  Corporation  and 
534   Oir)csen  Building 
Washington,    D.C.      20510-6075 


W  itewater 
Rjalated  Matters 


Dear  Bob: 


Specia 
to   tte 


]^        In  your  letter  dated 
aA  ConuBittee's  request  for 
e   Kandling   of   documents   in 


pcrfcraed^a-fuijtheg   potgioval   Jt   »iM^i-r-r.r.i^  ^^n    ^rtrwi 


your 
Z   00 


^ugvist   2,    1995,    you   expande^~lth« 
eliictronic  mail  messages 
Viiicent  Foster's   office.    /W« 


—  —  —  .  —  «  ^w»     ^j  »  »  !■■  ■  11^1      riiM  J  I     1. 1.11  ifc  ^m.e 

expanded  request  and  enclose  doctiments  bearing  Bates 
'44-1246 


Dating 
have 

kith 


12 


Please  feel  frti^   to  call  me  if  vou  have  any  ouaati ons 


Sincerely  yours, 


Jane  C.  Sherburne 

Special  Counsel  to  the  President 


Enc  leisure! 


Lance  Cole,    Special   Deputy  Counsel 
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THE  WHITE  HOUSE 

WASHINGTON 


February  27,  1996 

RY  HAWD  PELTVERY 

Viet  D.  Olnh,  Associa'te  Special  Covinsel 

United  States  Senate 

Special  Conmittee  to  Investigate  Whitewater 

Development  Corporation  amd  Related  Matters 
534  DirJcsen  Building 
Washington,  D.C.   20510-6075 

Dear  Viet: 

I  aa  writing  to  memorialize  our  response  to  the 
Committee's  February  3,  1996,  request  for  blueprints  of  the  third 
floor  of  the  White  House  Residence. 

As  Jane  Sherburne  reported  in  her  letter  to  Mr.  Giuffra 
dated  February  7,  1996,  the  Committee's  request  for  blueprints 
raised  potential  security  concerns  that  made  it  necessary  for  us 
to  confer  with  the  Treasury  Department  and  Secret  Service  before 
providing'  such  information  to  the  Cssmiz-ae.   Cn  February  12, 
1996,  I  called  to  inform  you  that  Secret  Service  had  concerns 
about  the  release  of  blueprints  to  the  Committee.   I  also  told 
you  that,  despite  their  understanding  that  the  blueprint  was 
already  in  the  public  domain,  Secret  Service  nonetheless  had 
concerns  about  the  Committee's  display  at  televised  public 
hearings  of  an  older  blueprint  of  the  third  floor  that  the 
Committee  obtained  through  the  Congressional  Research  Service. 

At  that  time,  .1  told  you  that  I  had  obtained  from  the 
Usher's  Office  a  less  detailed  diagram  of  the  third  floor  that 
the  Secret  Service  preferred  the  Committee  to  use  for  display. 
You  asked  me  to  fax  the  diagram  to  you  so  that  you  could  review 
with  Mr.  Chertoff  whether  the  diagram  was  an  acceptable 
alternative  to  the  blueprdLnt  the  Committee  was  already  using.   I 
faxed  the  diagram  to  you  immediately.   The  next  day,  the 
Committee  again  displayed  at  its  hearing  the  objectionable 
blueprint  of  the  third  floor  it  had  previously  obtained.   I 
interpreted  this  as  a  rejection  of  our  request  that  the  Committee 
display  instead  the  diagram  from  the  Usher's  Office  that  I  had 
provided  to  you. 

I  am  enclosing  another  copy  of  the  diagram  I  faxed  to 
you  on  February  12.   We  consider  our  response  to  the  Committee's 
request  for  blueprints  of  the  Third  Floor  to  be  complete. 
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Vi«fc  D.  Dinh,  Associate  Sp«clal  Counsel 
February  27,  1996 
rage  2 


Please  feel  free  to  call  ne  If  you  have  any  questions. 
Sincerely  yours. 


Miriam  R.  Nemetz 

Associate  Counsel  to  the  President 


Enclosure 


cc:   Lance  Cole 

Minority  Deputy  Special  Counsel 
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-iMS  a  Mire  17SB-lf7-lS7743  OMOJIS 
UO^   amSTXGATOK  AT  THB  HHZTI  HOOSl  AX  THAT  TZXI. 
OTMEQiJBrTLy,  AS  A  IIZSUX.T  OF  HHZTI  BOOSI  CONTACT  WXIH  TKI  V*S>  > 
OEPAMMZIIT  or  JUSTZCI  (OOJ)  ,  OCPAXTXEIITAL  ATTORNZt^S  OAVIO  /^^^ 
MAItSOLZS  AMD  KOCOl  ADAMS  KUPONDD  TO  TBI  MRITX  HOOfI  AND  KR 
Wm  USPT  AMD  mro  RZPMSZMTATIVXS.   BOTHlCXXeOLXS'AllD'MJAIIS- 
ADVISIO  THAT  THB  FBI  WAS  BBZMC  RSQaiSTSEUTO  COMTXMUB  -awsar  lTS/OJ>^ 
CUMUMT  COOPERATIVB  ErrOSTS  WITH  THB  OSPP  ZX  THZS  KATTOt.  ^ 

THZS  HAS  FURTRZH  COirriMIKD  WZTB  THB  U.S.  ATTOMIKT'S  OmCB, 
EASTKBM  DZSnUCT  OP  VZXGZNZA.   AN  XNXTZAL  MXCTZNC  HAS  HZLD 
HZTH  HHZTZ  HOOSB  COUNSEL  BEKNAW)  KUSSBAOM  AT  WHICH  TZMB  IT  HAS 
ACRBZD  THAT  THB  VICTIM'S  OFPICZ,  WHICH  IS  LOCATED  ADJACENT  TO 
MM.  NOSSBAOM'S,  WOOLD  CONTINUE  TO  BE  SEALED  BY  THB  U.S.  SZOtZT 
SEMVZCB  (USSS)  UNTZZ.  10:00  A.N.  ON  7/32/t3,  AT  WHZCH  TIME  ^ 
HAKCOLZS  AND  ADAMS  WOULD  CONDUCT  A  PRELIMZNABY  EXAMZNATZON  OP 
DOCUMENTS  LOCATED  WZTHZN  THB  OPPZCS.   THB  PURPOSE  OP  THZS 
EXAMZNATZON  ZS  TO  ZDEMTZFY  AND  SECRECATB  ANT  PIIZVZLE6ID   _ 
DOCUMENTS  BETWEEN  THB  PRESZDENT  AND  THB  WHITE  NOOSB  COUNSEL'S 
OPPZCB.   SUBSEQUENT,  TO  THZS  EXANZNATZoil,  THB  USPP  AND  WKPo' 
ZMVBSTZGATZVB  TEAM  WZLL  MVZEV  ALL  PEBTZNENT  DOCUMENTS  ZN  AM 
EPPOBT  TO  GATHEB  BVZDENCB  ZX  THZS  MATTO. 
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In  Che  lace  afcemoon  o£  Wednesday,  July  21.  we  nee  in  Che 
office  of  Whice. House  Counsel  Bernard  Nussbaum  with  Mr.  Nussbaum. 
Sceve  Neuwirch  and  Cliff  Sloan  of  tiis  scaff .  and  represencacives  of 
Che  FBI  and  Park  Police  Co  go  over  Che  ground  rules  for  a  search  of 
Mr.  Foscer's  office.  All  agreed  chac  because  of  che  hour  che 
search  would  noc  begin  uncil  che  nexc  day.  Ac  chac  poinc  che 
Secrec  Service  had  scacioned  an  agenc  by  che  door  co  Mr.  Foscer's 
office  and  a  Secrec  Service  agenc  who  was  ac  che  meecing  announced 
chac  a  special  lock  would  be  placed  on  che  door  and  chac  he 
personally  would  hold  che  key  co  secure  ic  ovemighc.  However.  Mr. 
Nussbaum  scaced  chac  he  had  already  conducced  a  quick  search  of  che 
"cop  of  Che  desk"  che  previous  evening  co  see  if  he  could  find  a 
noce.  Moreover,  ocher  persons  in  che  Counsel's  office  had  encered 
Che  office  during  early  morning  business  hoxirs.  Specifically,  Mr. 
Nussbaum  had  allowed  a  secrecary  co  encer  che  office  co  "scraighcen 
us"  che ~ cop  of  che  desk,  and  cleaning  personnel  had  encered  co 
empcy  a  wasce  baskec .  Mr.  Nussbaum  or  someone  else  in  che 
Counsel ' s  Office  nociced  che  baskec  being  removed  and  had  recrieved 
Che  concencs.   They  were  in  a  plascic  bag  in  che  office. 

AC  Che  Wednesday  meecing  chere  was  agrsemenc  chac  che  Jus c ice 

Deparcmenc  accomeys  would  look  ac  each  documenc  or  ac  lease  each 

file  CO  d^cermine  if  ic  concained  privileged  macerial,  in  which 

case  ic  would  noc  be  examined  by  che  Par.k  Police  or  FBI .   We  would 

noc  read  che  documencs  or  make  noces,  buc  merely  examine  chem  long 

enough  co  decermine  if  chey  were  covered  by  che  accomey-clienc 

privilege  or  possibly  execucive  privilege.   As  am,  example  of  che 

claricy  of  chis  agreemenc,  Mr.  Neuwirch  ac  one  poinc,  apparencly 

crying  co  summarize  ic,  said  chac  "Bemie  would  look  ac  each 

documenc  and  decermine  privilege.   If  he  decermined  no  privilege, 

ic  could  be  shown  co  che  law  enf orcemenc  officers . "    He  was 

^mmediacely  correcced  and  Mr.  Nussbaum  agreed  chac  che  Juscice 

'Oeparcmenc  represencacives  would  see  Che  documencs  Co  decermine 

privilege.  The  nexc  morning,  however,  Mr.  Nussbaum  had  changed  his 

mind  and  said  he  would  look  ac  che  documencs  and  decide  privilege 

issues  himself.  The  Juscice  Oeparcmenc  accomeys  poinced  ouc  chac 

chac  was  inconsiscenc  wich  che  previous  day's  agreemenc  and  would 

cause  problems .   We  scaced  chac  che  Cotinsel '  s  Office  would  be 

beccer  off  co  allow  che  Oeparcmenc  accomeys  co  decide  or  ac  lease 

help  decide,  privilege  issues,  because  chac  would  allow  che  Whice 

House   CO   say  chac   che   issue  was   considered   independencly . 

Moreover,  we  scaced  chac  we  had  been  asked  co  undercake  chis 

parcicular  assignmene  ac  che  Whice  House  in  pare  because  we  had 

repucacions  of  noc  calking  co  che  press  or  "Leaking."  Mr.  Nussbaum 

did  noc  immediacsly  begin  che  search  buc  waiced  for  aboue  cvo  and 

one  half  hours   --  during  which  cime  he  said  he  was  considering 

whecher  co  allow  us  co  see  che  documencs   --  before  deciding  chac 

only  he  and  Asscciace  Counsels  Neuwire.i  and  Sloan  would  see  che 

dodumencs . 

During  che  search,  Messrs.  Nussbaum,  Neuwirch,  and  Sloan 
seayed  be.'iind  Mr.  Foscer's  desk  and  examined  documencs  pulled  from 
che  desk,  .learoy  crsdenzas,  and  a  briefcase.  No  oci'.er  persons 
accually  saw  c.-.e  documencs.   Ac  one  pome  during  che  searc.-.,  .Mr. 
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On    Thursdaxi     Aufuat     22,     1993,     D«ttetiv«  ^tt«    M»rkl»nd     and     1 
„Et«pond«d   to^th«_Whlt«   heus«   to   aaat  with  Special   A|«nt« -" 
_Scott.  Saltaf  and  .Oannia    Condon   of  tha    FBI   to   conduct    intarvtaws. 

Tha  purposa'of  tKa   intarvicvs'^ara  to  racoaatruet   tha   final   hours 

of  Vincant  Fosttr's   lifa. 

Myaalf  and  Spacial  A(ant  Condon  intarviavad  M*.  Satxr  L.  Pond; 
Staff  Assistant  to  Barnard  Kussbaua,  Chiaf  Couasal  for  th*  W'hita 
Housa.  Tha  intarviaw  took  plaea  in  an  offica  that  vas  unoccupied 
for  tha  dar.  ■  Prtsant  in  tha  rooa  durinf  tha  antira  intarviaw 
vara  Clifford  Sloan;  assoeiata  ceunsal  to  Kussbaua,  and 
Paul  labordino;  assistant  Special  Afaat  in  Charja,  Offica  of 
Prottctiva  Operation,  U.S.  Secret  Service.  Clifford  Sloan  took 
notes  throufhout  the  interview.  Ihirinf  the  interview  Barnard 
Kussbaua  burst  into  the  rooa  and  deaaaded  'is 
rijht?"  . 


everythinc 


ird 


'"'•  started  the  interview  at  approxiaataly  0900  hours.  Ms.  Pond  fot 
in  to  work  at  around  0900  hours  on  Tuesday.  July  20th.  Usuallx 
there  is   a  staff  aeetinf  of   the  counsel's  office   froa   0900  "to    0945 

.hours  each  aorninc  that  Viacent  Foster  weald  attend.  She  assumed 
ha  was  at  the     staff  aeetinf   as  she  didn't  see  hia  when.,  she -arrived 

•at  work.  She'first  recalled  seeinc  hia  outside  in  the  Rose  Garden. 
The  President  was  noainatinf  Judge  Freeh  at  the  cereaony  as  tha 
new  director  of  the   FBI. 

She  doesn't  recall  Vincent  Foster  havint  any  viaitors  on  Tuasday. 
The  first  conversation  she  had  with  hia  was  about  lunch  around  --' 
1200-1230  hours.  Ha  said-  he  would  eat  at  his  desk.  .He  ordered  a 
aediuB  rare  cheeseburfer,  french  fries  and  coke.  She  and 
Linda  Tripp  went  to  the  cafeteria  and  ordered  his  lunch.  She 
.Recalled  there  were  M  *  M's  on  the  tray  with  the  food  because 
.  Linda  wanted  then.     He   sat  oa  his  sofa  aad  ate  luach  ia  his    offica. 

At  trcur.d   1300  heurs   he  caae   out  of  the  office  and   stated  "I'll    ba 

back,  there  are  M  t  M's  left   in  ay  office".     Ms.  Pond  recalled   that 

she  aad  Linda  were   in  the   office  w.hen  he  left.  .  She  wasn't   sure    if 

Toa  vas  in   the   office    or    not.      Toa  Castleton    is    a   younf    collafe 

fraduate  workini    in  the    office.      There   was  nothinj   unusual    about 

his  enotional    stata^     In  fact,    over  the   last  several   weeks   she    did 

not    notice    any    chanfes,     either    physically    or    eaotionally.        She 

noticed    no    weifht     lost...        She    was    unaware     of     hia     taking     anv 

,-5«-ication    or-seeing    any    doctors.       l"  ,-«sked-here    would  "she    ba"  ■ 

.>.surprised   if    I   found    out   he   waa  seeing   a  psychiatrist.'     She    said"~ 

yes-.      She   was   not.  aware    of    sny.  depression' prcbleas.   -.She    had    no--' 

^inforsation  whether    he   owr.ed   any  weapons. 
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Ms.  Pond  s«id  *h«  l«ft  work  &t  approximat«l7  184S-1850  hours-on 
Tuesday;  but,  before  sh«  l«ft  at  areund.L820  or  so.  Maffl*  WHliass 
(Mrs.  Clinton's  Chief  of  Sta.ff)  called  for  Vincent.  She  pa(cd 
Vincent  and  left  the  White  House  number  for  hia  to  call.  .She 
recalled  no  other  phone  messaies  for  Vincent. 

She  learned  about  Vincent's  death  froa  messafes  on  her  hone 
"ansverinf  machine  around  0500-0600  hours  on  Wednesday,  July  21.' 
She  caae  into'yorkc  at  0700  hours  and  was  the  first  person  in.  The 
.door  to  Vincent's  office  was  closed  when  she  arrived  at  work.  She 
believed  that  Tom  Castleton  or  Bernard  Nussbaum  were  the  last 
persons  out  of  the  complex  on  Tuesday  and  one  of  them  would  have 
closed  the  door  to  Vincent's  office.-  She  went  into  his  office  and 
"squashed"  the  papers  .tofetber  that  were,  on  his  desk...  She  .realized 
that  she  shouldn't  have  touched  the  papers  as  soon  as  she.  did -it 
but  probably  did   it  out  of  habit. 

Vhen  I  questioned  her  if  she  had  been  told  how  to  respond  ...to  our 
questions,  she  stated  that  Clifford  Sloan  (who  was  present  during 
our  interview)  and  Steve  Keuwirth«  both  associate  counselors,  had 
called  them  all  tofether  on  Wednesday  eveninc  and  told  then  they 
I  would  be  questioned   by  the   police  and   for  them  to   tell   the   truth., 
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Interview!  Daborah  Gorham 

Doborah  Corhaa  Is  the  Executive  Assiatauit  that  was  aasio«-H 
to  Vincent  W  Foster.   Her  desk  is  located  if t^rc^^Jfa^ea 
between  the  two  offices  in  the  West  Wing  of  th.  WhitrHousI 
occupied  by  Kr.  Bernard  Nussb.ua  and  Mr!  Foster,  rwJeJliv^ly 
Other  persons  occupying  this  coaaon  office  sp.ci  are  bHsv  ^o^d 
(Executive  Assistant  to  Mr.  Nussbaua),  Linda  Tripp  (Sxecutiv- 
t"}l';«i;.'""  '*'"•'''"  '"*"  As.i;tant,,  and'Lill':".^^^:,.!, 

The  interview  tool:  place  in  a  V.'est 
0900  hours  and  was  attanded  by  Det. 
(rsi),  and  Assistant  White  House  Co 


«a«/."v J — "   «""'>-=  ■'"  ■  i.«3t  jHJjg  office  at  aaprox 

0900  hours  and  was  attanded  by  Det.fSarklandJCUS??):  s/A 
(rSU.  and  As,i,r,„t  H>,^^.  «„...-  --U,.i  ^^.^'^   K;uwirth 


:ijlAtelv 
.]salte?| 


Ms.  Corhaa  stated  that  she  did  not  taow  Mr.  Foster  before  she 

il!tti-"r  ^Fol'^-\''  '"'  It"  '""'   "°  ""*^  re^^tionsh"  wJth 
?i^^  fx   ^r?'^*-  "-  •"^  ""^•^^  «'  his  faaily.   On  7/20/93  she 
left  the  office  at  approxiaatoly  1130  hours,  which  is  the  las* 
tiae  She  saw  Mr.  Faster  alive.   She  stated  Liat  she  did  'ot 
note  any  unusual  behavior  by  Kr.   Foster  on  that  day. 

7/is/frj?irh*^ir^  a  conversation  with  Mr.  Foster  on  Thursday, 
liJ,lL\^     discussed  the  differences  in  wor)cing  for  a  law 
-f^s    wording  for  the  government.   She  placed  no  sicni*ic«-ca 
!2-^H  "":'•-""«••'  •<=  the  time  and,  in  retrospect,  it'^ur 
seeaed  to  be  a  nor=al  coaparison.  •"-j.j.a 

!J!;i'^fi!f  K*'.""**^  "  "^-  ^«*'*'"  **««"  have  any  reason  to 
deal  with  physiciar.s  directly  on  a  professional  basis  due  to 
his  involveser.t  u-it:-.  the  Health  Care  Refora  proposals  u"*e- 
consideration.  Ks.   Corhaa  seated  that  there  was  no  r-a^c*' 
Whatsoever  for  Mr.  Fester  to  deal  with  physicians  prcf^^Lnally. 

u^%«''!!!r^'*'''  ""/-!'"-  to  be  ttr=inated  when  Mr.  Heuwirth  a-^e-' 
h!r  l^tt?.   tu"^  5"?  "";   '^'^^'^   °«t  of  the  roon.  to  soeaJ:  to 

ri«l^^H   o  %r'  V-^"'  'he  thought  may  be  iaportar.t  tha^  ^:e 
I*d  iikJa  for  3':"-l"r'  y'^^",  .irs.  Fo-Ster  had  called  her 
bell!!^^  «w°f  ••;:'^!"^*-  »  P*y  schedule,  explaining  that  she 
believed  «.heir  checxi.-.g  account  -.-as  overdrawn.   The  Credit^i^o- 
wa.  contacted  and  th.y-stateHhat  they  would  uorJcci"  r:r,'''-°" 
.-osttr  en  a  weeJtly,  instead  of  a  biweeklv,  basis.   Afte-  f-It 
conversation  Ms.  Gorhar.  was  au-.horizad  ty  -^.   Foster  to  p^c-^ 

...ot  see  .his  as  a  real  problen  or  place  any  , icnificar.ee  on 
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This  initial  interviaw  was  eoncludad  at  approximataly  0930  hours. 

At  approxiaataly  1450  hours,  iaaadiataly  aftaz  tha  inventory 
of. Mr.  Foster's  Office  by  nhif   House  Counsel   (reference  report 
under  this  case  file  number  by  Capt.  Huae),  Oet.  Marhland  and 
S/A  Salter  were  asked  to  reaain  and  were  ushered  into  Mr. 
Russbaua's- office  by  r'.rT  Heuwirth.  Ms.  Corhaa  was  brought  in 
r&nd  she  stated  that  sh*'had  just  reneabered  so3e  conversa»lor^s 

^hat  she  thought  ware  inportant  to  our  investigation^" within 
he  last  two  weeks  Us.   Corhaa  had  received  calls  froT^Kr. 
Foster's  eldest  son  and  Mrs.  Foster  inquiring  about  Vincent 
Foster's  aood.  They  specifically  asked  how  "he"  was  doing, 
not  how-.tha  work -was -going,  and  seeaad  genuinely  concerned. 

Investigation  continues. 
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'Revi«u  of  Doeuacnts  froa 
Vinctnt   Foster 's  Offic*"* 


jlOn  Thursday, 
B*t  in  the   e 


f*}^     VJ,"'*   ^°.^***  *'*"""«  tho  foUowlnf   p.rsons 
1    *♦  .    ■J^'^*   "'  ^in«*n*  Fo«t«r  to  «ttiapt  to  d.t.rnin.    if    h* 

iifh/v"^"^*/*'^'  "  ^'  "*"•  ""•  "'^  '"^»'"  information  that 
ailht  h*v.  l.d  hxa  to  tak.  his  ova  lif,.Th.  v.ry  liaited 
•xaaination  of  tha  deeuaants  and  notas  vara  dona  br  thu  Chi«f 
Counsal.  Barnard  Nusabaua.  Tha  foUowin*  paopla  wera  also  prasant 
durinj  this  maatinf:  Willi„  Burton.  Daputy  Chiaf  of  Staff  for 
tha  Presidant.  Clifford  Sloan  and  Stavan  Kauwirth;  Associata  La.Il 
Couni.lors.  Miehaal  L..Spafford;  Attomar  r.prasantinf  th.  Foat.r 
raailT,  Captain  Charlas  Huaa  and  Datactiva  Pata  Markland-  U  S.  P»-k 
Polica,  Spacial  A,ants  Scott  Saltar  and  Dennis  Condoi;  -Tadaril 
Bureau  of  Invastijation.  David  Marfolis.  Deputy  Assistant  Attornav 
General  Criainal  Division;,  and  Rofar  Adaas;  Department  of  Jus"cl 
Attorney.   Paul-  labordino   and  Donald  Flyna;   U.S.    Secret  Sarviee.  ~ 

jOrijinally,  w.  had  responded  to  tha  White  House  -on  W.dnasday* 
laorninf.  July  21,  to  exaaine  his  office.  As  soon  as  «•  arrived  and 
mat  with  Inspector  Dennis  Martin  of  tha  U.S.  Secret  Servica  Uniform 
[Division,  wa  had  requested  a  fuard  ba  posted  at  the  door  of  tha 
office  to- prevent  anyone  froa  removiaj  anythinf  from  tha  offica 
AS  the  day  profrassad  ve  were  not  permitted  to  exaaine  thV  room'. 
TT*-"^*"***  ^^*  *"»i*«  House  soaetlae  around  1830  -  1900  houj:*.  •Tha 
U.S.  Secret  Servica  lo«  of  persons  enterinf  the  office  after  1100 
hours  on  Wednesday,  July  21,  shoved  Bernard  Nussbaua  enter in«  tha 
office  at  1110  hour,  to  ramov  a  saall  photo  and  Cliff  llo^n 
er.t.rin,  at  1.934-  hours  same  day  to  replace  a  baf  of  trath 
previously   reaoved   free  Mr.    Foster's   tr*sh  can. 


••^ 


*t  1315  hours,  Thursday,  july  22,  all  13  of  us  entered  tha  office 
ot   Vincent  Foster.   Sernara  Kus.b.ua  took  a  saat  at  Foster's  d^.k 
ie  va,  surrounded  by  his  tvo  associates,  Sloan  a.id  Xeuwirth,  with 
3urton  near  his  side  and  Spafford  at  the  end  of  the   desk 
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Tht  eitht  l»w  «nforeea«nt  offlctrs  v«r«  f»th«r«d  on  th«  opposite 
Sid*  of  the  desk  and  room  in  a  position  whan  w«  couldn't  txamin* 
anr  dbcua«nts.   Eventually  all  lav  tnforc«ffl«nt  wtr*  stated, .either 
on  tH«  sofa  or  in  chairs  provide  by  the  C.S.  Secret  Service 
Durinf  the  process  Bill  Burton -left. the  office  en  at  least  tvo 
occasions  and  returned.  Bernard  .Vussbaua  did  the  actual  review  of 
the  documents  in  a  very  hurried  and  casual  fashion.  There  was  sone 
^conversation  between  Nussbaua  and  Martolis  as- what  constituted 
^privileged  connunieatlon..^- Kussbaua  carried  his  interpretation  of  . 
"what   was  considered  privilefed  to  the  extrcae;  one  example  was 
""when'^he  picked  up  a  xeroxed  "copy  of  a  newipaper  article  and 
declared  that  it  was  privilefed  coaaunieatien  even  thoufh  it  had 
been  in  the  newspapers.  Kussbaua  would  aove  papers  about  declarinf 
what.aitht- be  of  interest  to  the  police  and  what  was -strictly-Whit* 
Hous*..busin*ss . 

Alsa';*l)e  decided   what  was  Foster's  personal  papers  and  put 'tholt* 

in  a  separate'  pile  for  the  faaily  attorney.    Occasionally, 

Detective  Harkland  or  Margolis  would  ask  hia  to  place  a  certain^ 

~note~ar  docuaent  in  a  pile  for  possible  police  exaaination.'  At  on* 

'.point,   Kussbaua   pulled   seae   papers   out   of   a  -.leather'' 

„valise/bricfcaa«  that  was.xittlcx  on  the  floor  behind  the^desk.-— 

He  put  thea  on  the  desk  and  went  through  thea.  He  then  looked  in 
',  th*  valis*/briefcas*  again,  but  did  not  take  anything  out  of  it. 
A  little  later  he  moved  the  valise/briefcase  away  froa  the  desk  and 
placed  it'on  the  floor  adjacant  to'the  exterior  wall  dCrectl"y 
behind. bia  and  th*  d*sk.  At  no  tin*  durinf  -th*- apprexiaat*  on* 
hour. and  -35  minutes  we  ware  ia_Fest«r's  of  fie*  where  ve  ikllow*d 
to  exaaine  any  documents.  At  one  point  Special  Agent  Scott  Salter 
got  up  to  stretch  and  Clifford  Sloan  challenged  hia  and  asked  him 
if  .he,  was  ..standing  up  .in  an  atteapt.  to  .get  a  look .  a.t  the 
docuacnts. 


The 'documents' 'that  Kussbaua  had  separat'eid  out  were  left  *ln  the' 

office  with  th*  exception  of  the  pile  containing  what  Mr.  N'ussbaus 

!  deterained  to  be  personal  papars  of  Foster.   It  was  agreed  b*tw*«n 

!  Margolis  and  Kussbaua  .that  th*  ■  faaily  lawyer  could  take. -these 

'  papers  and  after  getting  approval  froa  Mrs.  Foster  the  pelicc-vcould 

exaairia  thea.   The  telephone  logs  were  not  turned' oyer  to  us'.)  '.We 

cleared  the  office'  at "approxiaately     1430  hou'fs.    Margeli's 

cautioned  Kussbaua  and  his  staff  net  to  remove  anything  froa  th* 

office.  Kussbaua  stated  he  could  not  leave  the  office  secured  any 

"lonjsr.  The  lock- 'remain*d''on  the  door  Chat  had  been  instarr*d  by' 

^th»  U.iS.  Secret  Service  on--Vednesday,  and.  Kussbaua  was.'.given  the 

keyvafter  we^claared  the  af/ice.sa  Thursday  at-- 14  4  9  hoars.'—'' 
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T  Tht   eijht    !•«    •nforcement   officers   wtr«    fmthered  en    tht   oppoiit* 

I  Sid*  of   the   desk   and   roon   in  •  position  vhtrc  ve   couldn't   txaain* 

I  any  deeuacnts.      Eventually  all  lav  *nferecB«nt  vera  seated,    either 

en    the    sofa    or     in    chairs    provide    by    the    U.S.     Secret    Service. 

Durinf    the    process    Bill    Burton  -left   the    office    on    at    least    tve 

occasions  and  returned.      Bernard  .v'ussbaua  did  the   actual  review   of 

the  docuaents   in  a  very  hurried  and  casual  fashion.     There  was  sooe 

^conversation   between   Nussbaua  and  Martolls   as  what   constituted 

privilcfed   coamunicatlon.  -   Kussbaua  carried  his    interpretation   of 

What      was    considered    privilefed    to    the    extreme;    one    exaaple    was 

^when^he    picked     up     a    xeroxed    copy    of    a    newspaper    article     and 

declared  that    it    was   prlvilefed    eoaaunicatlen   even   thoufh    it    had 

been  in  the  newspapers.     Nussbaua  would  aove  papers  about  declarinf 

what.aijht  be  of   interest  to  the  police  and  what  was -strictly  White 

House^business. 

')    ".  '^^ 

Also^"he  decided  what  was  Foster's  personal  papers  and  put  those 
in  a  separate'  pile  for  the  faally  attorney.  Occasionally, 
Detective  Harkland  or  Martolis  would  ask  hia  to  place  a  certain^ 
'note'or  document  in  a  pile  for  possible  police  exaaination.  At  one~ 
point,  Kussbaua  pulled  seae  papers  out  of  a  leather 
vallse/bricfcasc  that  was.slttir.f  on  the  floor  behind  the-^desk.- 
He  put  thea  on  the  desk  and  vent  throufh  thea.  He  then  looked  in 
the  valise/briefcase  afain,  but  did  not  take  anythinf  out  of  it. 
A  little  later  he  aoved  the  valise/briefcase  away  froa  the  desk  and 
placed  it  on  the  floor  adjacent  to  the  exterior' wall  directly 
behind  hia  and  the  desk.  At  no  tlae  durinf  the  apprexiaatc  one 
hour. and  3S  minutes  we  were  in.Fost^r's  office  where  we  allowed 
to  exaaine  any  docuaents.  At  one  point  Special  Afent  Scott  Salter 
cot  up  to  stretch  and  Clifford  Sloan  challenfed  hia  and  asked  him 
if  ^.he,  was  .standlnf  up  in  an  atteapt.  to  .(et  a  look  .  at  the 
docuaents. 

The  ""docuaents- 'that  .Vussbaua  had  separated  out  were  left  "in  the' 
office  with  the  exception  of  the  pile  pontaininf  what  Mr.  N'usstaus 
deterained  to  be  personal  papers  of  Foster.  It  was  afrced  between 
'■  Harfolis  and  .Vussbaua  .that  the  faaily  lawyer  could  take  -those 
'  papers  and  after  (ettinf  approval  froa  Mrs.  Foster  the  police.-  could 
exaaine  thea.  The  telephone  lofs  were  not  turned  over  to  us'.;  'Wc 
cleared    the     office'  at  "approxiaately  1450    hour's.         Mariol'i's 

cautioned  Nussbaua    and  his    staff   net  to    reasve   anythlnj    froa    the 
office.     Kussbaua  stated  he   could  not   leave  the   office  secured    any 
Jlon^er.      The   lock  'reaaincd'on  the  door   that  had   been   i'ristanrtd    by" 
^Uie  U.iS.    Secret  Service    on!: Wednesday ,    and,  Nussbaua  vas'. given    the 
Jcerva/ter  w*. cleared   the   of/ice.cn  Thursday  at.  1449   hojrs.'w^  -- 
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Sloan  scaced  Co  an  FBI  agenc  who  was  standing:  "You're  noc  standing 
CO  gee  a  look  ac  che  dociimencs  are  you?"  The  aaenc  indicaced  he 
was  noc,  buc  sac  down.  In  che  parcicular  seccing.  che  remark  was 
(Co  puc  ic  chariCcdjly)  excremely  offensive. 

During  che  search,  documencs  were  removed  from  a  briefcase. 
As  wich  documencs  caken  from  che  desk  and  credenzas,  Mr.  Nussbaum 
glanced  ac  Chem  quickly  and  made  commencs  such  as  "these  are 
privileged,  chey're  chings  we're  working  on  in  che  office."  or 
"Chis  has  co  do  wich  someching  he  was  working  on  for  che 
Presidenc,"  or  "chis  is  personal."  We  were  noc  able  to  see  the 
briefcase  to  see  exactly  what  was  in  it.  By  the  same  token,  we 
could  not  see  the  drawers  to  see  if  all  material  had  been  accounted 
for -in  them. 

We  asked  to  have  che  computer  in  Mr.  Foster's  office  turned 
on.  Mr.  Nussbaum  said  he  did  noc  know  how  to  do  so  and,  in  any 
event,  he  would  not  do  so  in  our  presence  in  case  there  were 
privileged  documents  on  the  computer.  He  said  he  would  have  a 
staff  member  examine  the  contents  of  the  comouter  after  we  left. 
(Press  reports  in  morning  newsoaoers  of  that  day  had  stated, 
without  attribution,  that  no  suicide  note  had  been  found  on  his 
computer. ) 

The  Washington  Post  subseouently  reoorted  on  Friday,  July  23, 
that  the  search  by  Mr.  Nussbaum  had  been  "under  the  suoervision"  of 
Justice  Department  lawyers.  It  is  extremely  likely  that  the  White 
House  provided  this  characterization  of  the  search. 

I  am  not  sure  of  the  exact  days  involved,  but  there  was  a 
delay  of  almost  24  hours  between  the  time  a  note  was  found  torn  ud 
in  the  bottom  of  the  brief  case  and  notification  of  the  Department" 

On  approximately  July  28,  1993,  we  were  informed  bv  Thomas 
Collier,  Chief  of  Staff  to  Secretary  of  the  Interior  Bruce  Babbitt, 
that  he  had  called  the  office  of  David  Gergen  at  the  White  House  to 
express  concern  over  White  House  lack  of  cooperation  with  the  Park 
Police  investigation.  He  ultimately  sooke  to  two  oersons.  a  Mr. 
Burton,  ana  Roy  [Neal]  or  [Neill]  ,  both  of  whom  took  a  very 
aggressive  tone  and  stated  that  anv  foul-up  in  the  investiaation 
was  the  fault  of  the  Park  Police,  not  the  White  House. 
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»:REAT0K:     LLntl.l    R.     Tcipp  \    ZRtPCJL    )      (WH.<) 

CREATION    0ATE/TIME:_27-JUL-1393    10:33 
JJECT:    C3.     coo 

TO:    Deborah   L.    Corham  (   CORHAM_0   )     (WHO) 

READ: READ 

TEXT : 

ic  seems  chac  whacever  was  uncovered  was  uncovered  by        ,  who 
suounoned  our  boss,  who  Chen  summoned  SB,  who  Chen  summoned  H  -- 
and  whacever  ic  was  provoked  a  need  Cor  nocecaJcing  --  and  had  co 
do  Z  presume  wich  Che  bum  bag  --  I  can'C  imagine  chac  anyone  as 
meciculous  as  chis  individual  was.  would  have  lefc  anyching  he  did 
noc  incend  Co  be  found. 
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keOORO    TYPK:     NONK 

CREATOR:    0-jborah    L.    Oorham  (    CORHAM_0    )     (WHO) 

CREATION    DATE/TXME:27-JUL-1!?93    10:39 
JJECT:    TS 


TO:    Linda    R.    Tripp  (    TRIPP    L    )     (WHO) 

READ : READ  ~ 

TEXT: 

Whac  provolced  COS  co  call  BWN  was  Che  briefcase.   Once  BMM  a 
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rrlvol.  t  toc'joc  who  w.;nr.  inco  vwf'j  •:t'ri-:t  co  •j«;c  tin;  ijurn  n.i«j . 
Uuc  nhoy  rauuc  ttnL  lik-j  .1  aiapsticlt  ccm«!iy  by  r.oc  r»;curniny  r.ho 
burn  b.i<j   along  wLch   che  briefcase. 
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zonnio? 


private  lawyers  and  accountants  and  cartain  govamaant  oCficiala, 
IDca  tha  Of  flea  or  Govamaant  Ethics,  with  raspact  priaarily  to  our 
blind  trust;  bacausa  thara  wara  all  thasa  quaations  that  had  to  b« 
answarad,  and  ha  waa  kind  of  tha  coordinator.   Tha  privata  lawyars 
would  talk  to  hi^,  and  tha  Offica  of  Govarnaant  Ethics  paopla  would 
talk  to  hia.   Z  thinJc  that's  why  ha  had  any  docuaants  of  a  paraonal 
natura  in  his  offica  at  tha  tiaa  of  his  daath. 

Q    And  to  follow,  why  did  your  Chiaf  of  Staff,  Maggia 
Hllliaas,  why  was  sha  aaonq  thoaa  who  raaovad  thaaa  docuaants  froa 
his  offica  — 

MRS.  CLINTON:   Z  don't  thinJc  that  aha  did  raaova  any 
docuaants.   Z  think  that  what  happened  is  that  after  Mr.  Hussbaua 
reviewed  tha  dscuaenta,  hnd  after  he  did  so,  as  Z.  recall  '--  I  was  nor 
here,  Z  was  in  Arkanaas,  but  Z  believe  that  that  was  dona  in  tha 
presence  of  officials  froa  tha  Park  Police  and  aaybe  soae  other  . 
agencies.   Than  Mr.  Nusabaua  distributed  the  files  according  to  whoa 
he  thought  should  have  thea.  There  were  files  related  to  ongoing 
work  in  the  counsel's  offica  that  needed  to  be  passed  on  to  other 
lawyars.  There  were  personal  filea  of  Vinca'a  that  needed  to  go  to 
his  faaily.   And  there  were  these  personal  files  of  ours  that  went  t 
our  lawyer. 

Q    Z'a  wondering  •>-  another  question  about  this 
rezoning  of  your  privata  and  public  lives  —  Z'a  wondering  what  kind 
of  a  toll,  if  any,  this  has  taJcen  on  your  and  the  Preaident's 
personal  and  political  lives.   And  do  you  ever  look  in  the  airror  an 
wish  that  you  just  never  got  into  this? 

MRS.  CLZNTON:   No,  never,  never.   Soae  days  are  better 
than  other  days.  Z  think  what  has  helped  ae  in  the  last  couple  of 
weeks,  aside  froa  soae  good  friends  who  have  talked  to  ae  and  helpec 
ae  get  rezoned,  if  you  will,  is  ay  belief  that  this  is  really  a 
result  of  our  inexperience  in  Washington,  if  you  will;  that  I  raall*. 
did  not  fully  understand  everything  that  Z  wish  now  Z  had  known.  A: 
it's  a  learning  experience  —  soaetiaes  a  difficult  one,  but  Z  thin: 
one  that  both  the  President  are  anxious  to  do  because  we  thinJc  that 
the  reason  he  waa  elected  was  to  deal  with  the  big  issues  that  we 
want  the  country  to  deal  with. 

And  so  it  is  a  little  disappointing  if  we  in  any  way 
contribute  to  a  diversion  froa  that.  And  that's  soaething  that  Z 
don't  want  to  have  happen  in  the  future,  and  Z'a  certainly  going  to 
try  to  be  acre  sensitive  to  what  you  all  need  and  what  we  need  to 
give  you,  and  do  it  in  a  acre  efficient  and  effective  way  the  first 
tiae.   Because,  as  Z  said  earlier,  Z  feel  very  confident  about  how 
this  will  all  turn  out.   This  is  not  a  long-tera  problea  or  issue  : 
any  way,  but  Z  don't  want  anybody  to  have  the  wrong  iapressions  of 
either  of  us.   And  Z  don't  want  anything  to  interfere  with  doing  wh 
the  people  of  this  country  need  done. 

Q    —  spoken  —  the  politics  of  personal  destructtor 
Who  do  you  believe  are  the  a^in  perpetrators  of  that? 

MRS.  CLINTON:   I  don't  want  to  get  into  that.   I  don' 
think  that  that  bears  any  real  useful  discussion.   Z  think  that 

what's  icpcrtunt  is  Cor  -a,  ..ot.  Jws.  ...   .   . ■  -.  -"J*-  '"* 

entire  adrcinistration,  to  keep  focused  on  what  really  will  stand  t 
test  of  history,  and  what  we  really  are  trying  to  do  for  the  count 
And  I  .can't  really  help  it  if  some  people  get  up  every  day  wantmc 
destroy  instead  of  build,  or  wanting  to  undermine.  That's  someth: 
that  :  try  not  to  think  about  or  dwell  on  and  try  to  do  what  1'= 
expec-ed  to  do,  •-.'•.ich  tor   rae  -s  working  on  health  care. 

Q     (Inaudible.) 
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at  th«  Whit*  Housa,  and  tha  Traasury  Dapartaant,  as  tha  Prasldant 
instructad,  and  va  axpact  that  tha  congrassional  haarlngs  will  find 
tha  saaa  thing,  that  no  lagal  or  athical  standards  vara  violatad. 

Q    Doas  tha  Prasidant  intand  to  malca  any  changas  in 
bis  taaa? 

MS.  MYERS:  At  this  point,  tha  Prasidant  has  full 
confidenca  in  his  taaa,  in  Sacratary  Bantsan,  in  Oaputy  Sacratary 
Kogar  Altaan  and  tha  rast  6t   tha  taaa  ovar  at  Traasury. 

Q    What  do  you  aaan  by  "at  this  point"? 

MS.  MYTRS:  Z  should  not  qualify  it.  Tha  Prasidant  has 
full  confidanca. 

Q    Daa  Daa,  is  tha  first  Lady  now  praparad  to  ravisa 
tha  statament  sha  nada  in  har  naws  confaranca  on  April  22nd  that 
Maggia  Hillians  did  not  raaova  any  docunants  froa  Vinca  Fostar's 
offica,  but  that,  in  fact,  tha  docuaants  wara  siaply  transfarrad  to 
lawyars,  as  Barnard  Nussbaua  had  suggastad  was  appropriata? 
Apparantly  Mrs.  Williaas  has  aada  it  plain  that,  in  fact,  tha 
docuaants  wara  in  tha  rasidanca  safa  for  fiva  days  and  wara  takan 
thara  at  Mrs.  Clinton's  diraction  by  Ms.  Williaas.   Is  tha  rirst  Lady 
now  going  to  ravisa  what  sha  said? 

MS.  MYERS:   I  thinJc  that  it  is  trua  that  Maggia  didn't 
raaova  any  docuaants  froa  Vinca 's  offica;  thay  wara  raaovad  by  Bamia 
Nussbaua.  / 

Lat  aa  just  aaka  a  coupla  of  points.   First  of  all,  I 
thinJc  that  is  ona  araa  that  is  still  undsr  invastigation  by  Mr. 
Fiska,  and  so  Z  thinJc  it  would  ba  inappropriata  for  aa  to  say  too 
auch  about  it.   You'ra  fraa  to  call  Lloyd  Cutlar  if  you  want  to 
discuss  mora  details  about  this.   But  I  do  thinX  that  a  portion  of 
that  laakad  out  —  I  don't  luiow  whara  it  caaa  froa  —  and  so  Maggia 
Williaas  and  othars  at  tha  Whita  Housa  hava  confiraad  that,  in  -fact, 
filas  wara  transfarrad  froa  — 

Q    It's  in  a  aaao  — 

MS.  MYERS:   No,  I 'a  just  pointing  out  —  tha  sourca  of 
this  story  originally  was  soaathing  that  laakad  out  froa  tha  ongoing 
invastigation.   It  has,  I 'a  pointing  out,  in  fact,  baan  confiraad  by 
paopla  at  tha  Whita  Housa  that  tha  filas  want  froa  Mr.  Nussbaua  to 
Maggia  for  safaXaaping  ovar  tha  waaXand  whila  Bob  Bamatt  and  othars 
want  to  Littla  Rock  for  tha  funaral  of  Mr.  Fostar. 

Tha  Prasidant  and  tha  First  Lady  did  not  look  at  thosa 
Lilas.   A  aassangar  froa  Mr.  Bamatt 's  offica,  who  was  than  acting  as 
tha  Prasidant  and  First  Lady's  parsonal  attomay,  pickad  tha  filas  up 
on  Monday  and  took  thaa  to  Williaas  6  Connally. 

Q    Was  tha  Prasidant  awara  ,that  that  was  doiia? 

MS.  MYERS:   I  don't  baliava  so. 

Q    It  was  in  tha  rasidanca  safa? 

MS.  MYERS:  Thara  is  an  offica  on  tha  third  floor,  and, 
I  think,  a  closat  with  a  lock  whara  thay  kaap  sona  of  thair  parsonal 
docuaants. 

Q    Who  had  accass  to  thea  in  tha  aaantiaa  and  whila 
thay  wara  thara,  do  you  know? 

MS.  MYERS:   I  don't  know. 
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I    MtMin  •«  WtftMAtI 


On  *->27*93  at  apprax.  2113  hours  I  act  with  Mr.  Btrna.rd  Hussbaua 
'.in  th«  Chief  of  Staff**  Of  fie*  in  th«  w«st  Winf  of  th«  Whit*  Keus«. 
JAlso  present  v«r*  a  rcprcscntatlv*  froa  Diparta«nt:  of  Justice , 
'Mr.  Phillip  H«Taann,  aa  v«ll  as  Asst.  Chief  of  Staff  Bill 'Burton, 

also  Mr.  S«r(«n  and  Mr.  McLarty.  ._  -■ 

Kr.  ihtssbauB  had  bcfert  hia  on  th«  tabl*  saall  pieces  of  yallov 
lined  note  paper  which  he  was  ass«ablin(  into  a  whole  pa$«.  The 
asseabled  pieces'  revealed  a  note,  .identified  to  be  in  the 
handwriting  of  the  deceased  Vincent  Foster.  Mr.  Nussbaua  read  the 
'contents  of— the  notes  to- the -undersigned  of  which'!  took  notoii. 
Ee  then  placed  the  pieces  back  into  a  white  legal  Vhit*  House 
envelope  and  handed  thea  over  to  a*.  The  notes  appeared  to  be  on 
3  hole  T.llow  lined  paper  of  approx.  2/3.?a|e  lenfth.    y~,   -_ 

Aceerdlnc  to  Mr.  Nussbaua,  on  Monday  7'-2S-93  he  directed  ono.'oif  J>is 
assistants,  Hr.  Steven  Keuwirth  enter  .Mr.  Fester's  Office 'and  take 
a  detailed  inventory  of  the  files  and  aaterial  in  there.  In  a 
brief  case,  known  to  be  in  the  office  and  theujht  to  be  eapty,  he 
found  the  tern  pieces  of  a  hand  written  pafe.  The'  scraps  were 
duaped  out  and  f  then  taken  to  Mr.  Nussbaua's  Of  f  ice"  .where  they--, 
^were  assembled  and  Mr.  Kuasbaua  was  notified.  Mr.  .Xusrbaua  then 
'went  throujh'notification "procedure,  to  3x11  Burton,  to  the  Chief 
of  Staff,  and  finally  to  the  President  today  *-2(-93  at  about  1700 
hours  when  he  returned  to  Vashinfton,  9.C.  and  at  about  1800  hojars 
today's  data  to  the  faaily  of  Mr.  roster  whenthey  returncrST^e.  the 
city.  -  .  .  ^'S",  4 

-  ,  -.       ,  •;  .        ..  ..^.      ..  •,.      :-.^  \^ 
Also-present  outsi'de  the  aeetini,  but  who  <lid  speak  to  se  abc-.it  the 
notes  was  Mr.  Jla  Haailton,  the  attorney  for  the  Foster  raaily. 
They  are  very  concerned  about  the  confidential  nature,  of  ^h*  note 
and-other  news  leaks  attribute'd  to  t.he  I'.'S.  Park  Police  J 

Accordinf  to. Mr. -Sill  Burton  202-456-S7Sa"Mr:  Steven  Xe-jwirt.'v  will 
be  »vailisi«  fer  an  interview  on  7-22-53.  Also  hand-»ri;iaj  sa=;:les 
will  be  a-.-ailabic. 
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ACirOVI)    TYPli;     NONK 

OKKATOR:     Deborah    L.    Gorham  (    0()KHAM_1J    )      (WHO) 

CREATION    DATE/TIME  :-27-JUL-199  3     10:29 
JJECT :    T3 


TO:     Linda    R.    Tripp  (    TRIPP_L    )      (WHO) 

READ : READ 

TEXT : 

Every  Chi"'?  Crom  his  briefcase  is  missing. 
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Ki:':wl<U   rVlMi:   NONt 

CREATOR:  D«ib.jrah  L.  Oorham  (  ».;OKllAM_n  )   (wuo) 

CREATION  DATE/TIKEi27-JUL-19?3  10:33 
3JECT:  Top  S 


TO:  Linda  R.  Tripp  (  TRIPP_L  )   (WHO) 

READ: READ 

TEXT : 

I  do  noc  know  what  else  was  in  there  but  the  bag  is  totally 

cleaned  out  except  for  one  collar  stay. 
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STZPHZX  R.  NZtTHIXTH,  XaslatAnC  CQuna«l,  tli«  Whita 
Houa«,  Waahinqton,  O.C. ,  waa  advla*d  ot  ttim   Idaneitlaa  ot  tltm 
intarviavln^  a^anta  and  intor»md  of  ttim   natura  of  th«  intarviav. 
NZUWXItTB  provldad  tiia  Collovin^  inforsaciont 

KTOVISTR  advlaad  Utaft  h«  waa  praaanC  on  July  33,  1993, 
vtian  tJia  itaas  in  VZHCZ2IT  roSTCa'a  otticm   vara  invantorlad  by 
BC3MAIU)  NUSSaAUM.   NEUWIRTH  waa  awara  tAaC  tfta  Itaaa  whien  vara 
laaadiataly  Idantifiabla  aa  paracnal  itaaa  wara  pravidad  Co  tAa 
aceamay  rapraaancin?  Uia  roSTSX  faaily.   ACCar  July  23,  1993, 
HrcvxSTH  did  noc  again  90  to  VXHCSMT  roSTZA'a  offica  until 
Monday,  July  34,  1993. 

NCUVISTR  advisad  that  whila  ha  waa  in  Arkanaaa 
attanding  VINCCTT  roSTCX'a  (unaral  ha  waa  aakad  by  BUMAAO 

HUSSSAUM  to  conduce  a  raviaw  of  tha  itaaa  which  wara  idantifiad 
aa  work  filaa  in  VINCZKT  roSTEA'a  offiea.   On  Monday,  July  3C, 
1993,  at  approxlaataly  10:00  a. a.,  MCOTim  bagan  tha  raviaw  of 
tha  itaaa  in  roSTER'a  offiea.   NCUWXRTM  waa  also  inatructad  to 
taka  any^raaainin^  paraonal  itaaa  and  plaea  thaa  in  a  boa  to  ba 
provldad  to  t.*:a  FUSTEX  faally.   As  NEUWXRTM  placad  VXNCCIT 
FOSTZX'a  briafcaaa  in  tha  box  of  paraonal  itaaa,  ha  tumad  tha 
briafeaaa  on  its  aida  or  upaida  down  and  obaarvad  aavaral  saall 
piaeaa  or  serapa  of  yallow  papar  fall  out  of  tha  briafeaaa. 
NEUWXSTH  than  raachad  inaida  t.ha  briafcaaa  and  pullad  out  aora 
serapa  of  yallow  papar.   Ha  apaculatad  that  tha  piaeaa  of  papar 
oay  hava  baan  stuck  down  in  a  eomar  of  tha  briafeaaa  and 
tharafora  not  saan  during  tha  July  23,  1993  invantory  of  roSTZX's 
offiea.   Ka  raeo^isad  thasa  to  ba  in  t.ha  handwriting  of  VXNCtXT 
roSTZX  and  ha  took  tha  serapa  of  papar  to  tha  confaranea. tabla 
locatad  in  BERNAJU]  NUSSBAUN's  offiea.   Ha  obaarvad  that  tha 
serapa  of  papar  could  ba  aaaaatalad  and  that  thay  wara  piaeaa  of  a 
singla  shaat  of  yallov  papar  which  had  baan  torn  into  piaeaa.  Aa 
ha  assaoblad  tha  nota,  BCBMAIU)  HOSSBAUM  ratumad  to  tha  offiea 
and  waa  ahown  tha  nota.   Tha  nota  waa  unaignad  and  eontainad  no 
data.   NEUWIRTH  eonfiraad  that  tha  briafeaaa  froa  which  tha 
aerapa  wara  racovarad  waa  tha  aaaa  briafeaaa  which  BZRMAAO 
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NUSSaAON  ravlavttd  during  ttt«  Ixtvantory  of  viycmT  r05TZ3l'a  OtCiea 
on  July  23,  1993. 

NZOWIItTH  adviaad  t2iat  aft«r  r««dlnq  CAa  not*,  MUSSBAUN 
!•<«  ch«  o<tle«  to  ■«•  it   ho  could  rind  vtiiim   Kouoo  caiof  of 
SZMtt   KACX  HcIAItTY.   NUSSBAUM  atiortly  tA«r«4i(C«r  rotumod  vita 
Asslatan«  WMto  Houso  Oalof  oe   Stato  BXU.  BUItTOM  vtto  advlaod  that 
HcCASTY  vao  In  Otlea^o  with  tho  ?r««ld«nC.   HUSSBAUN,  BUHTOM  and 
NtUWUtTH  docldod  to  try  to  raacA  KcUUtTT  In  Otlcaqo  and  tA«y  did 
In  face  spaak  wltA  hla  (NUSSBAUM,  BtntTON  and  NEUWIRtm 
partielpatad  In  tho  eonvaraatlon  via  apaakar  phena) .   During  that 
eonvarsatlon.  McCJUtTY  atatad  tAat  It  waa  laporeant  to  notify 
vmcSMT  rosTTR'a  faaily  and  Praaldant  CLINTOM  bafora  anytaing  v«s 
dono  vita  tha  nota.   Thara  waa  alao  a  dlacuaalon  «bcut  whatAar 
tAia  nota  vaa  In  fact  a  aulelda  nota.   During  tAalr  eonvarsatlon 
thay  also  dlacuaaad  tAa  (act  tftat  tAa  nota  should  ba  tumad  ovar 
to  tAa  law  anf oreaaant  parsonnal  handling  roSTtiCa  daatA 
Invaatlqatlon.   BURTON  quaatlonad  vnathar  tAla  unalqnad,  undatad 
nota  eonatltutad  a  aulelda  nota.   NCITWIRTM  aada  tAa  obaarvatlan 
ttiat  avaq.l2  t&la  nota  did  not  aaat  CAa  atrlet  quallf leatlona  of 
baln9  a  aulelda  nota.  It  waa  wltAout  quaatlon  ralavant  to  tAa 
invaati^atlon  and  waa  wall  wltAln  tAa  guldallnaa  of  what  tAa 
Invaati^atora  aou^ht.  In   addition,  RCUVIRTM  atatad  that  eoneam 
tAat  tAa  O.S.  PAJUC  POUCS  would  laak  tAa  nota' a  eontanta  to  tAa 
proaa  was  navar  an  Isaua.   NZUWIRTM  advlaad  tha  Intarviawin^ 
aganta  tAat  at  no  tlaa  during  tAa  eonvarsatlon  waa  It  atatad  tAat 
tAa  nota  aAould  not  ba  tumad  ovar  to  tAa  approprlata 
aucAoritlaa. 

WCCUISTH   advlsad  tAat  on  tAa  avanln^  of  Konday,  July 
2»,    1993,  tAa  nota  waa  aaeurad  In  tha  daak  or  aafa  wltAla  BCRNAJIO 
NUSSBAOM's  offlea.   It  waa  dacldad  tAat  tAa  handlln<|  ot   tAa  nota 
would  ba  dlacuaaad  on  Tuaaday  aomlnq,  July  27,  1993  In  a  aaatln^ 
wltA  MelARTY,  OAVIO  CZRCZH,    SIU.  ZUKKtl   and  MUSSBAUN.   NtUVIItTII 
waa  raquoatad  by  HUSSBAUM  to  conduct  approprlata  la^al  raaaarcA 
to  dataralna  If  tAara  wara  any  lagal  problaaa  aaaoclatad  wltA 
turning  tAa  nota  ovar  to  law  anforcaaant  Indlvlduala. 

KEUWTRTH  advlaad  tAat  ha  was  awara  tAat  USA  rcSTOI. 
▼XMCENT  r05Td'a  widow,  aat  wltA  SCRNAilO  KUSSBAUN  In  hla 
(NUSSBAUM'a)  offlca  soaatlaa  during  tAa  aftamoon  of  TUaaday, 
July  27,  1993.   HCUWIRTM  atatad  tAat  hm   was  not  praaant  at  tAat 
aaating. 
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KtOVXltTH  «dvia«4  th«e  on  th«  •vanin^  of  July  27,  1993, 
a  McCin^  was  h«ld  b«ev««n  0«puty  Attomay  C«n«ral  PHILIP 
HXYJtAJm,  ACtemay  Canaral  JANET  RCNO  and  WhiCa  Heuaa  oCClelala 
ra^ardinq  Uia  noea  (NEUVIRTM  waa  noc  praaanc  ae  tAaC  aaaelnq) . 
0uri»9  CAae  aaatlnq,  tA«  UMZTZO  STATES  PARX  POUCZ  arrlvad  and 
took  euaeody  ot   th«  noca. 

NEUWIRTH  advisad  thaC  aftar  locating  tha  aerapa  of 
papar  whicA  eonstitutad  tha  noca  in  eiia  brlaCeaaa  ha  obaarvad 
chat  tna  only  ochar  ieaas  in  tha  briafeaaa  vara  a  pan,  a  ainqLa 
rubbarband  and  a  ain^la  blank  'poat-it'  nota. 
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BZSNAKO  NUSS8AUM,  Counsel  ta   ta«  ?r««ldanc,  tAa  w&lta 
Rau««,  Vaabinqcon,  O.C. «  waa  advlaad  of  tAa  Idancltlaa  oC  tAa 
inearvlawlng  aganca  and  Inreraad  of  tUm   nattira  of  ta«  Uicarviaw. 
NUSSBAUM  providad  t&a  following  Informaeionx 

NUSSBAtm  advlaad  tAae  on  Thuraday,  July  33,  1993,  ha 
eonduetad  an  invaneory  of  tUm   eontanta  of  VINCZMT  roSTZX'a  oCfica 
In  turn   prasanca  of  aaabara  of  Cha  Offica  of  CAa  Whlta  Houaa 
Counaal,  Uia  UNITZO  STATU  PXiUC  PQL2CZ,  OEPAJtTXZ^lT  Of  JUSTICZ 

(DOJ),  rroERAL  Bunrxo  or  imvxsticatiok  (rai)  and  tfta  cnitm 

STATES  SECIUrr  SCSVICZ  (USSS) .   During  tha  inventory,  iniSSaAUM 
raaovad  Cha  filaa  and  papara  froa  VZNCCfT  roSTCX'a  brlaCcaaa  and 
raviavad  Utoaa  iCaaa.   Aftar  tha  eoittanta  of  tha  brlafcasa  vara 
raaovad  ha  pickad  up  tha  brlafeaaa  and  placad  It  a^ainat  tha  wall 
babutd  FOSTER' a  daak. 

NUSSBAUN  advlaad  that  on  Friday,  July  33.  1993,  ha 
daparcad  Washington,  O.C.  in  tha  acming  and  travail  ad  to  Mop«, 
Arkansaa,  whara  tha  funaral  for  VINCENT  roSTCX  vaa  hald.   Whila 
in  Hop* ,"- -Arkansas.  KUSSBAITM  spoka  with  STEPHEN  NruuiRTM. 
AsaiscanC  Whlta  Houaa  Counsal  and  ha  aaaignad  NEUVIRTM  to  raviaw 
tha  work  filas  idantifiad  in  tha  pravloua  daya  invantory,  Monday, 
July  3«,  1993.   NUSSBAUH  inatructad  tha  ataff  at  tha  Offiea  of 
tUm   Whita  Houaa  Counsal  to  taka  tha  waakand  off  and  ratum  to 
vorlc  on  Monday,  July  2<,  1993.   NUSSBAUM  ratumad  to  Waahinqton, 
O.C.  on  tAa  avaning  of  July  33,  1993.   On  Saturday,  July  24, 
1993,  NUSSaAUM  travallad  to  Oaaart  Island,  Maina  and  ratumad  to 
Washinqcon,  O.C.  on  tAa  avaninq  of  Sunday,  July  39,  1993.. 

NUSSBAUM  advlaad  that  froa  tha  tiaa  tha  invantory  of 
VINCZIIT  FOSTER' a  offica  waa  coaplatad  on  July  33,  1993  until 
Monday  ■omlnq,  July  2<,  1993,  tha  offica  raaainad  lockad  vita 
tha  only  tvo  kaya  in  tha  poaaaaaion  of  HUSSaAUN  and  VINCENT 
FOSTER' a  aacratary,  OEBRA  COIUUkM.    On  Monday,  July  3«,  1993,  tha 
ravlaw  of  vork  docuaanta  in  VINCENT  FOSTER' a  offiea  vaa  baqan  by 
STEPHEM  NEUWIRTH  vitA  pariodic  aaaiatanca  froa  OEBRA  CORHAM.   At 
approxlaataly  4:00  p. a.,  NUSSBAUN  antarad  hia  (NUSSBAUN'a)  offica 


to.-«MM «   7/10/93       «  V»tH{naten.    PC. Pf  *    wwrq  171B-wr-H774  3 

SA 


.""•*»— ^  mew 


FBI-0000002I 


520 

Mto»talta>  IIMJ.4JI 

WMFO   72-wr>l«790« 


eM<«»iM M P9-m» M    Bewtxan  wnsaaAOM  p,     7/30/^3       ,^     a 

and  found  STZTHSI  MXUWIirrH  «C  tfta  eanf«r«ne«  eabl«  ••••ablin^ 
vhae  •pp««r*d  Co  b*  scraps  9t   y«llew  pap«r.   A«  tAae  tla«, 
NZUWZItTa  tumad  ea  NUS5BAUM  and  aaid  'Lock  wliae  Z  found". 
NEUVZSTX  vant  on  to  axplain  to  NOSSBAUN  tAac  aa  ha  vaa  packing 
itaaM  of  roSTZa'a  pacsonal  proparty  la  a  box,  ha  diacov«rad  tha 
acrapa  of  papar  in  tha  bottoa  of  roSTZX'a  briafeaaa.  NKUVlJtTV 
had  baan  in  procaaa  of  placing  tha  briafeaaa  in  a  box  whan  ha 
tippad  tha  briafeaaa  ov«r  onto  Ita  aida  and  aavaral  of  tha  acrapa 
of  papar  fall  out.  KCUUIXTH  than  diacovarad  tha  rast  of  tha 
scraps  of  papar  locatad  at  tha  bottoa  of  tha  briafeaaa.   Baaad  on 
thair  axparianca  with  working  with  roSTEX,  both  NEITWIRTX  end 
NUSSBAUM  baliavad  tha  nota  to  ba  in  VIMCEMT  raSTSX'a  handwriting. 

KUSSBAUK- advLsad  that  af tar  assaabling  tha  nota  and 
raading  its  eontanta  ha  (NUSSBAUM)  laft  his  offiea  to  go  find 
WHita  Mousa  Oiiaf  of  Staff  KACX  McUUrTY.  NUSSBAL'M  was  told  t.nat 
McLAKTY  was  in  Chicago  with  tha  Prasidant  and  NUSSBAUM  than 
arrangad  to  spaak  with  McLASTf  via  talaphena.   During  thair 
discussion,  NUSSBAUM  and'MctARTY  discusaad  whathar  tha  eontanta 
of  tha  nota  hald  any  lagal  privilaga  or  axacutiva  privllsga.   Zt 
^   was  dataniinad  that  aav«ral  taak«  na«dad  to  ba  aceoapliahad 

including  a  rasaareh  of  tha  lagal  issuaa  involvad  in  disclosing 
tha  eontanta  of  tha  nota,  notification  of  LZSA  roSTEX,  VZNCtMT 
roSTZR'a  widow,  and  notification  to  Praaidant  CLINTON.   Zt  waa 
laamad  that  LZSA  FOSTER  was  to  trtval  froa  Arkansas  to 
Washington,  O.C.  on  July  37.  1993  and  that  Praaidant  CUKTON 
would  ba  availabla  to  ba  briafad  on  tha  aattar  at  approxiaataly 
<:00  p. a.  on  Tuasday,  July  37,  1993. 

NUSSBAUM  adviaad  that  by  Tuaaday,  July  37,  1993,  it  had 
baan  dacidad  that  tha  nota  would  ba  tumad  ovar  aftar  it  waa 
ahown  to  LZSA  FOSTEX  and  aftar  tha  aattar  waa  praaantad  to 
Praaidant  CLZNTQN.   LZSA  FOSTEIt  arrivad  at  tha  whita  Kouaa  and 
was  shown  tha  eontanta  of  tha  nota  at  approxiaataly  9:00  p. a.  on 
July  27,  1993  and  Praaidant  CLZNTON  waa  briafad  at  approxiaataly 
«:ao  p. a.  on  July  37,  1993.  Praaidant  CLZNTOH  diractad  that  tha 
nota  b«  tumad  ovar  to  tha  appropriata  author itias. 

'         NUSSBAUM  adviaad  that  latar  on  July  37,  1993,  Attomay 
Canaral  JANET  RCNO  and  Oaputy  Attomay  Sanaral  PHZLLZP  HEYMAMM 
arrivad  at  tha  Whita  Kouaa  and  w«ra  shown  tha  nota.   RENO  told 
NUSSBAUM  that  tha  nota  ahould  ba  tumad  ovar  to  tha  UNITED  STATES 
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PAMC  POLZCS   (USPV).      Th«  OSPP  r«c«iv«d  th«  net«  at  appraslmataly 
9:00  p.a.  ea  July  37,    X993. 

NOSSBAON  «dvia«4  tliAC  h«  wa«  r*tAmr  aurpriaad  UiaC  Uia 
not*  was  loeatad  in  tA«  bottoa  of  a  brlarcaaa  whlca  tt«  had 
baliavad  vaa  aapty.      M«  waa  alao  puzzlad  aa  to  vhy  roSTZX  would 
hava  placad  tn«  nota  tAaro.      NUSSBAirx  advlaad  tnac  ho  had  no 
raason  to  quaatian  tAo  aicplanatian  ra^ardln^  tha  nota' a  diacevary 
9ivan  by  STZPHZM  NCUWIRTM.      HVSSSXITH  alao    ataCad   tAat   tha   nota 
vaa  kape   In  a  aaeura  placa   in  NUSSaAUM'a  orrica  on  tha  night  oC 
Monday.   July  2<.    1993. 

MCSSBAUM  atatad  that  ha   la  avara  ot  no  othar  netaa  or 
saaaa^aa  larc  by  VXNCSNT  roSTU  which  would  bo  ralavant  to  tAo 
invaaeigatlon  of  hia  daaUt. 

At  tha  coneluaion  of  tha   inearvlaw  NUSSaALTt  provldad  to 
tha   inCarvlawinq  aganta   tAa  briafcasa    froa   roSTCR'S   of (lea   and 
ona  yallov  pad  oC  papar,    alao   taXan   Croa  TQS'ZVi'S  otCiea. 
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CKAKLZS  VIZXIAN  SOItTOir,  also  known  mm   BZU.  BUItTOIf, 
OapuCy  AasiaeanC  to  ta«  Pr«aid«ne  «nd  Policy  and  Staff  Olraetor 
tor  CAo  Oiiar  a£  Staff,  t&«  Hhita  Houao,  waahinqton.  O.C.,  vaa 
advla.«4  of  tAo  idantitiaa  of  Cho  intarviawlnq  aqanta  and  Inforaad 
of  tAo  naturo  at   tb«  intarvlaw.   BURTON  previdad  tA«  following 
inforaatlont 

adtraw  advlaad  that  ho  was  praaant  on  Thursday,  July 
23,  1993,  for  tho  Invantory  of  itaao  in  tho  Of flea  of  viNCCrr 
FQSTEX.  BURTON  raeallad  that  FOSTCR'a  briafeaaa  waa  aaptlad  by 
BERNAJU)  MUSS8AUM  and  tho  contants,  which  conalatad  of  filaa  and 
papars,  vara  ravlawad  by  HUSSBAUM.  BURTON  stated  that  aftar 
NUSSBAUN  raaovad  tha  papara  and  filaa,  ha  obaarvad  tha  briafeaso 
to  b«  aapty  vith  tha  axeaption  of  a«varal  paparellpa  and  a  alnqla 
'.  :se-it*  papar  locatad  in  th*.bottoa  of  tha  triafcasa. 

BURTON  advlaad  that  durinq  tha  aftarnoon  of  Monday. 
July  2<,  1993,  ha  was  workinq  at  hia  daak  whan  BQUlAilO  KUSSBAUIl 
raquaatad  that  BURTON  coma  to  NUSSBAUM's  of flea  to  saa  soaachinq. 
BURTON  wane  to  NUSSSAUM's  offiea  with  MUSSBAUM  and  also  aae 
STC?Hrw  NrUUTRTH.   BURTON  was  shown  a  noto  which  had  b««n  put 
toqathar  aftar  havinq  baan  torn  into  aany  piacas.   BURTON  statad 
h«  imaadiataly  raeoqnizad  tha  handvritinq  as  that  of  VINCCNT 
FOSTSl.   Zt  was  axplainad  to  BURTON  that  tha  itass  wara  locatad 
by  NEUWIRTH  in  tha  bottom  of  VTMCCrr  fOSTER's  briafeaaa. 

BURTON  advisad  that  aftar  raadinq  tha  nota  ha,  HUSSBAUM 
and  NEUWIRTH  diseussad- what  staps  should  b«  taJcan  nart.   It  was 
datarainad  that  MAOC  McLARTY.  whita  Houaa  Chiaf  of  Staff,  should 
b«  notifiad  isaadiataly.   BURTON  and  KUSSBAUM  apoka  with  McLARTY 
vis  talaphono  and  inforaad  McLARTY  of  tha  nota's  axistanea  and 
axplainad  to  him  tha  nota's  contants.   At  'that  tisa,  it  was 
baliavad  that  althouqh  tha  nota  did  not  conatituta  a  suicida  nota 
it  was  claarly  ralavant  to  tho  invastiqation  raqardinq  roSTCX's 
daath.  Howavar,  tha  nota's  contants  also  raisad  laqal  aattars  and 
quaations  of  axacutiva  privilaqa.   It  waa  datarsinad  that  ths 
laqal  aattars  should  b«  raaaarchad  on  tha  avaninq  of  Monday,  July 
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2;   1993,   and  that  on  th«  following  day  CA«  not*  would  b«  eurnod 

«l!II2L!^  ^,25^7  r'f^'?  "  '"^^y  *•«■•  notified  of  uio  noes' a 
•xlatanco.      BURTON  adviaod  ttim  tntarvUwln^  Mamnzm  that  tA«r«  «aa 

!5^i2?^  f?f*  "*•  ^•^•^  r«««arcft  could  bo  conduetad.      In 

addition,   whllo  tao  noto  waa  ralavanc  In  tftat  it  vaa  an 
Indication  of   roSTD'a  ataca  of  aind,    it  was  not  a  auielda  not*. 
Thorafora  th.ra  vaa  -not  an  i.aua  of   tl.o  pr.aaura-  vitA  *•«•« 
to  th«  n««d  to  turn  ttta  nota  ovar   ianadiataly.  f"»P«cT; 

,    -^  ^     __!H'"^''  advlsad  that  ha   la  not  awara  of   any  ochar  nocaa 
roSt^.^nS/"''*  "*''*"  "^  PTtinant  to  th.   Invltl^^ron  of 

BCRTOIf  advlsad  that  ft  waa  dacldad  tha  nota  would  b« 

rUr^Mr^   r«,^."^^T?°*^  "'  "^^^^   •'^•'   '"aidant   CLIHTOH 
and  VINCENT  rOSTER'a   faaily  wara  nctlflad  of   tha  nota' a 

TfiJ$*2~A     2".^!  •^•ninq  of  July  J7.    1553.   Attomay  Canaral 
JANCT  RENO   adviaad    mdividuala   at   tha   Whlca   Houaa   that   tha   nota 
should  not  b«  turnad  ovar  to  tha  OCPARTTIENT  or  JUSrict     rathe-   it 
should   b«   turnad  ovar   to   tha   UNITED   STATE3   PAWt   POLICE. 

BURTQM  advisad  that  although  ha  obaarvad   BERNAJID 
NT7SS8AUM  raaova   tha  contanta  roSTEH'a  brlafcaaa  of  July   22      1993 
ha  saw  nothing   inconaistant  witi  STEPHEN  MElTHlRTH'a   atory 
ragarding  how  tha  piacaa  which  aada  up  tha  nota  wara  found. 
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TR0KA5  7,    (KACX)  NeUOtTT.  Ill,   Oliaf  of  Staff.  Uia 

Whit*  Heusa,  M«stainq«an,  O.C. ,  w««  advls*4  of  tit*  id«neitl«a  of 
tA«  lnt«rvi«wlnq  aqanta  and  iafara«4  of  tfta  naeura  of  Ui« 
intorviow.  MeUUtTT  providod  th«  following  Inferaationt 

Heuurrr  advlaod  tlM«  on  Monday,  July  3«,  1993,  at 
approxlaataly  3:30  to  4:00  p. a.  (Cantral  Oayliqht  Savings  Tlao) 
ho  was  in  Cblea^o  with  ?r«ald«ne  CLIMTOH  whan  ha  waa  eentaeead  by 
BQUfAJU)  MUSS8AUN  and  inforsad  that  a  nota  had  baan  loeacad  vhleh 
appaarad  to  hava  baan  vrlttan  by  VXNCQIT  roSTSt  and  waa  ralavant 
to  roSTEX's  daath.  Tha  eantants  of  tha  nota  wara  axplainad  to 
HeUUtry  by  HUSSBAUM  and  Lt  waa  axplainad  to  HeLAJtTY  that  thara 
wara  potantial  laqal  and  axaeutiva  privilaqa  isauaa  which  auat  ba 
raaolvad  bafora  tha  nota  was  dlaclosad.   MeUUtTY  diseuasad  tha 
mattar  with  OAVIO  CQlCCf,  who  waa  also  in  Chicago  and  thay  agraad 
that  tha  nota  auat  ba  diseloaad  to  tha  UHZTtO  STATES  PAiUt  POLICZ 
and  thay  also  a^raad  that  LISA  roSTEX,  VZNCZirr  roSTOl'a  widow, 
should  also  ba  proaptly  notifiad.   Aftar  diaeusainq  this  aattar 
with  OAVIO  OESCEM,  Mel^UtTY  eallad  NUSSaAUN  back  at  tha  Whita 
Kousa  and  a  aaatin^  waa  sehadulad  tor   Tuaaday  aorning  (July  27, 
1993)  to  furthar  diseuaa  thia  aattar. 

KeLARTT  adviaad  that  on  Tuasday,  July  27.  1993,  a 
aaatinq  was  hald  in  hia  (MeLASTY's)  of flea  involving  BILX.  BURTaH. 
OAVZO  CEXCSr.  BQUfAJlO  NT7SS8AUM  and  McLAXTY.   At  tha  aaatin^  it 
waa  daeidad  that  Praaidant  CLZMTQW  would  ba  advlsad  of  tha  nota's 
axistanea  at  tha  aarliaat  poaaibla  tiaa  and  that  tha  aattar  would 
ba  discusaad  with  LZSA  roSTEX  alao.  At  apprexiaataly  <:00  p. a. 
on  July  27,  1993.  McLMtTT  advisadPrasidant  CtZHTOM  of  tha  nota's 
axistanea.   At  apprexiaataly  7:00  p. a.  on  July  37,  1993,  Attornay 
Ganaral  JAMET  RENO  and  Oaputy  Attornay  Canaral  PHILIP  KYHAM 
arrivad  at  tha  Whita  Houaa  and  wara  told  of  thoTiota'a  axistanea. 
At  that  tiaa.  RENO  advlsad  that  tha  nota  should  ba  turnad  ovar 
proaptly  to  UNITED  STATES  PAJIX  POLICE.   McLAitTt  statad  that  tha 
nota  waa  in  fact  turnad  ovar  to  tha  O.S.  PAAX  POLICE  at 
approxiaataly  1:30  p. a.  to  9:00  p. a. 
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OAVIO  CZSCOr.  A«aistane  to  ttim   Prasldane,  tA«  white 
Boufl*,  WasAln^cofi,  O.C.,  w«a  advised  of  th«  idantitiaa  oe  tAa 
intarviawln^  a^anta  and  infaraad  ot   tAa  natura  of  tha  intarviav. 
estcn  provided  tha  toilovin^  in^orsacien: 

COtcor  adviaad  tbaC  on  Monday,  July  24.    199],  ha  vaa  in 
Chlcaqo,  Xllinoia  vitA  Praaidant  CLINTON  and  whita  Houaa  Otiaf  at 
Staff  MACK  HeUUtTY.   Ourinq  tAa  aftarnocn  of  July  2«,  199], 
CCtCQf  vaa  adviaad  by  HcLAitTY  tAat  a  nota  had  b««n  locatad  at  Cha 
Whita  Houaa  by  Whita  Houaa  Counaal  BQWAiU)  NUSSBAUM.   CCItCD*  vaa 
told  that  tha  nota  vaa  vrittan  by  VINCQfT  roSTO  and  vaa  relevant 
to  FOSTQl'a  auieida.   CCRCQ*  and  HeUkJtTY  diacusaed  thia  issue  at 
which  tiae  CQtCSI  aade  clear  to  MeLAJtTY  tAat  tAe  note  aust  be 
turned  ov«r  to  the  law  enforcaaant  agency  invaatlgating  roSTOt's 
death.   HcLAJtTt  and  CQtCCf  discussed  executive  privilaq*  and 
leqaX  iaauea  involved  in  releaaing  the  note  Co  the  proper 
autboritiea.   Bacauaa  McLXRTY  and  CQICQ4  vera  only  able  to  be 
told  of  tha  contenta  of  the  note  and  did  not  viaw  the  note  in 
person,  a  aeetin^  vaa  sat  for  Tuesday,  July  27,  I993  at 
approxiaately  10:30  a. a.  at  the  White  House  vhlch  vould  include 
McLAimr,  MUSSBAUM  and  CEXCCK,  at  vhich  tiae  the  note  could  be 
viewed  and  the  appropriate  decision  aade  regarding  tha  note's 
disposition. 

CSlCQf  advised  that  on  Tuesday,  July  27,  1993,  aoaetiae 
around  10:30  a. a.  to  11:00  a. a.,  a  aeeting  vaa  held  at  the  White 
Houaa  between  BCUIAJtO  NUSSBAUX,  BIU.  BUIiTON.  MACX  McUUtTT  and 
CCSCQf.   It  vaa  the  unaniaoua  opinion  of  the  indivlduala  present 
for  the  aeetinq  that  the  note  auat  be  turned  over  to  ehe 
OEPARTMZirr  or  JUSTXCZ  aa  aoon  aa  poaaible.   At  that  tiaa,  COtCEN 
and  tha  othera  believed  the  OEPARTTIZXr  or  JUSTXCX  vaa  the  agency 
responaibla  for  tha  Investigation  of  roSTCS'a  death.   While  being 
aware  that  tha  note  auat  be  turned  over,  COtCQf  and  the  othera 
alao  wanted  to  advise  LISA  roSTOI,  VINCC4T  roSTCS's  widow,  that 
tha  nota  had  been  found  and  they  wanted  to  show  her  the  note. 
Arranqeaenta  w«re  aade  to  have  a  aeeting  with  LI2A  FOSTCK  at  the 
earlleat  poaaible  tiae  on  July  37,  1993.   It  vaa  learned  that 
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LISA  roSTEJt  wa«  in  tha  proc««*  of  traveling  tTom   Arkans««  Co 
Washington,  O.C.  on  July  37,  1S93  and  tho  a««tln9  waa  aeftadulad 
Uirouqli  L25A  roSTER's  actomay,  JAJUU  KAXZLTON,  Co  tako  plaea  aC 
approxlaataly  3:00  p. a. 

SZSeZM  advlsad  that  tha  aaatin^  wita  LZSA  roSTZX  414  In 
fact  taka  plaea  during  tAa  aftameon  eC  July  37,  1993.   Also  on 
July  37,  1993  at  approxiaataly  *:00   p. a.  tAa  sxlstanea  of  CAa 
nota  waa  diselossd  eo  ?r«sid«nt  CZ.IMTQN  by  KACX  MeUUlTY.   McLAATY 
vaa  told  by  tAa  Prssldane  tAat  tAa  nota  should  ba  turned  ovsr  to 
tAa  appropriata  law  snforcaasne  agancy. 

CSeOf  advisad  tAat  at  •pproxiaataly  7:00  p. a.  on  July 
37,  1993,  a  aaatin^  vaa  hald  at  tAa  Whita  Housa  batvaan  Atternay 
C   aral  JAMR  RZMO,.  Oaputy  Atternay  Canaral  PH^I.  HCYKAim,  BSM4AJU3 
HUSSBAUM,  KACX  McLARTY,  BILL  BURTQM  and  CZRGZH.      At  tAat  tiaa, 
tAa  axistsnea  of  tAa  nota  vaa  discussad  vltA  tAa  Attornay  Canaral 
who  statad  tAat  tAa  nota  should  ba  tuxnad  ovar  to  tha  UNZTID 
STATES  PAMC  POLXCZ  iaaadlataly.   R£KO  qusstlonad  tha  ^roup  as  to 
why  tha  nota  had  not  baan  turnad  ovar  soonar  and  sha  waa  advisad 
that  t>*  only  rsason  tAat  tAa  nota  waa  not  turnad  ovar  soonar  was 
"tAat  it  had  baan  daeidad  to  notify  Prssidant  CLINTON  prior  to 
turning  ovar  tAa  nota  and  tAat  tAa  first  opportunity  to  saat  with 
Prasidant  CIZNTOM  oecurrsd  at  approxiaataly  «:00  p. a.  on  July  37, 
1993.   Zt  waa  axplainad  tAat  tAa  eontants  of  tAa  nota  had 
potantial  laplicationa  ragardin?  axacutiva  privilaga.   In 
addition  it  waa  axplainad  to  tha  Attornay  Canaral  tAat  it  had 
baan  daeidad  to  aaat  with  LISA  POSTER  prior  to  tha  nota  bain^ 
diselosad. 

CERCSf  advisad  that  at  approxiaataly  9:00  p. a.  on  July 
27,  1993.  a  dataetiva  froa  tAa  UNZTCO  STATES  PARX  POLICE  arrivad 
at  tAa  Whita  Mouaa  and  tha  nota  waa  turnad  ovar  to  hia  at  that 
tiaa. 
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PHILLIP  HZYMAJOf,  Deputy  Attorney  e«n«ral.  OWAjmrtXT  Of 

JUSTZCZ,  Waabin^on,  O.C. ,  waa  advlaad  of  CAa  idantltiaa  ot   tfta 
Intarvlawinq  aganta  and  intoraad  at   tAa  natura  of  CAa  Intarvlaw. 
HXYMAim  provided  t&a  following  Inroraatieni 

MCTHAMN  advlsad  that  on  TUasday,  July  27,  199],  ha 
racaivad  a  nota  that  statad  ha  waa  to  go  with  ACtornay  Canaral 
JAMET  RC(0  to  tha  Whita  Houaa  at  approxiaacaiy  7:00  p. a.  on  July 
27,  1993.   A  short  tiaa  aCtar  racaivinq  that  nota,  HtTHAim 
racaivad  a  talaphona  call  froa  BOU'AJIO  NUSSBAL*)!,  Whita  Housa 
Counaal.   NUSSBAUM  axplainad  to  HIYMAJfN  that  a  aaatinq  waa  to 
taka  placa  in  tha  office  oC  white  Houaa  ChiaC  of  Staff,  KACX 
McLARTY  at  7:00  p. a.  on  July  27,  1993.   MUSSBACM  wanted  to  sake 
sure  that  his  (HEYTfAMN'a)  praaanca  waa  raquastad  at  the  aaac^n^ 
alon9  with  Attorney  General  HEHO. 

HIYMAKN  advised  that  he  and  the  Attorney  Canerai 
arrived  ae  the  white  House  at  approxiaataly  7:00  p. a.  and  want 
directly  to  the  office  of  the  Chief  of  Staff.   Prasant  in  Chat 
afCica  waa  HcLKXn,    BEKNAiU}  NUSSBAUM,  OAVIO  SE]tCB«,  BILL  Bt^ltTQK, 
JANET  RdO,  and  HEYKANN.   KUSSBAUM  initiated  the  aaatinq  by 
displaying  an  envelope  which  contained  aany  scrape  of  paper  which 
constituted  a  single  yellow  sheet  of  paper  which  KUSSBACM  statad 
contained  a  aesaaqe  written  by  VINC£2rr  roSTd.   KUSSBAUM  had 
previously  asseatolad  the  piacea  of  the  nota  and  copied  the 
seasage  over  on  another  sheet  of  paper  in  hia  (HUSSBALU's)  own 
handwriting.   NUSSBAUM  proceeded  to  read  the  note's  aassage  to 
the  group.   HUSSBAUM  then  explained  that  the  note  had  bean  found 
during  the  afternoon  of  Monday,  July  2«,  1993  in  a  briefcase 
belonging  to  VINCEKT  roSTCK.   Attorney  Canaral  RCMO  Zfimn   told 
NUSSBAUM  that  the  note  should  be  turned  over  riqht  away  to  the 
UNITED  STATU  PAiUC  POLICE.   None  of  the  individuals  present 
disagreed  with  the  Attorney  Ceneral.   RENO  then  asked  where  the 
note  haa  been  and  also  askad  why  the  note  had  not  been  turned 
over  to  the  UNITED  STATED  PARK  POLICE  an  Monday  afternoon,  when 
ie  waa  found.   NUSSBAUM  explained  that  the  note  waa  held  in  order 
<eo  notify  Preaidene  CLINTON  of  the  nota's  existence  and  to  notify 
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txoMxao  JostPH  Kzear,  J*.,  o«tae«iv«,  united  statzs 
PAItX  POLZCS,  XIOO  Obio  Oriv«,  s.H. ,  H«shin<7Con,  O.C. ,  tal«phon« 
nvuib«r  202-490-S090,  was  «dvls«d  of  ttim   ld«ntity  of  tha 
inearvlavin^  a^ant  and  inferaad  of  tA«  naeuro  of  tho  intarvlaw. 
Oataecivo  XZCBY  providod  tA«  following  inforaation: 

}(ZSBY  adviaad  that  on  TUaaday,  July  37,  1993,  h«  was 
eontacead  ac  approximataly  CSO  p. a.  by  UNZTZO  STATU  PAIUC  POLICS 
Captain  CXA5X.ES  Kimx  and  diraetad  by  HUMS  to  90  to  tAa  Southwaat 
Cata  of  tAa  whita  Houaa  in  ordar  to  pick-up  a  not*  ralavant  to 
tAa  daatA  invaatiqation  ragarding  VZNCCrr  roSTQI.   HECSY  arrived 
at  t&*  Whita  Houaa  at  approxiaataly  9:00  p. a.  and  vaa  taJcan  to  an 
offiea  vttara  tia  sat  wita  BEIUIAJU)  HU'SSBAUM,  BXLZ.  BUSTON,  OAVIO 
COCEX,  MAOC  McLAJtTY  and  PHZLX.I?  KEYKANM.  Arriving  aftar  tha 
in.tial  aaating  bagan  was  an  attornay,  JAMZS  HAiflwTQH.   BEJUtARO 
MUSS8AUM  axplainad  to  MZCBY  that  a  nota,  ralavant  to  tha 
invaatigation  ragarding  tAa  daatA  of  viNCCrr  rosTCS  had  baan 
found  on  Monday,  July  2<,  1993  by  STEPHEN  MEUWIRTH,  a  whita  Houaa 
Attornay.   NEUWIRTH  found  tha  nota  whila  packing  a  box  of 
raSTCR' a -parsonal  itaaa.   Tha  nota  had  baan  locatad  in  tAa  bottoa 
of  an  aapty  briafcasa  which  balong  to  roSTEX.   Upon  finding  tha 
nota,  NEtJHIRTH  adviaad  NUSSBAUM  and  NUSSBAUK  ralatad  tAia 
inforaation  via  talaphona  to  HcLAATY  who  waa  in  Chicago.   HECBY 
waa  also  told  that  tha  nota  had  baan  ahown  to  tha  roSTCR  faaily 
on  July  27,  1993  and  had  also  baan  shown  to  Prasidanc  CLINTON. 

HECBY  took  posaaaaion  of  tAa  nota  and  dapartad  tAa 
Whita  Houaa  at  approxiaataly  9:43  p. a. 
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0«M  «<  WUtVWIlM  9/i/9i 


T&«  undarsignad  Spaeial  A^anta  (SAa)  vara  praaant  at 
tha  WaaC  Hln^  ot   tHa  Whita  Houaa  vhan  an  invantory  waa  conduecad 
ot   tha  eontanta  of  VZNCZMT  fOSTES'a  off lea.   Tba  Collovin^ 
Individual*  vara  praaanc  during  c&a  invantory: 


BEWtARD  MUSSBAOM 
STTVDi  KEtWIRTH 
CLXFFORO  SLOAK 

aSMLSS   WIIXIAM  BUltTOM 

« 

ooNAU  rveim 

PAOL  IMBOROINO 
OAVZO  KAJICOLIS 
■ROGER  ADAMS 
Captain  CHABLTS  HUKZ 
Oataetiva  PETSt  KARXIANO 
SA  OENNXS  M.  CONDON 
SA  SCOTT  N.  SALTZX 


Tba  Whita  Houaa 
Tha  Whita  Houaa 
Tha  Whita  Houaa 
Tha  Whita  Houaa 
a.S.  Sacrat  Sarvica 
tJ.S.  Sacrat  Sarvica 
Oapartaant  oC   Juatica 
Oapartaant  ot   Juatica 
U.S.  Park  Peliea 
U.S.  Park  Polica 
rax 

FBI 


Tha  invantory  vaa  conductad  by  BERNARD  HUSSBAUM.   Only 
Individuala  aaployad  by  tha  Whita  Houaa  vara  paraittad  to  look  at 
tha  itama  and  docuaanta  vithin  tha  offica.   During  tha  invantory, 
BESNAJU)  NnssSAUM  raaovad  tha  eontanta  of  a  laathar,  aatchal  typa 
briaCeaaa  vhich  had  baan  on  tha  floor  adjacant  to  tha  daak.   Tha 
briafcaaa  vaa  idantif iad  aa  balonqing  to  VINCENT  FOSTER.   Tha 
itass  which  vara  in  tha  briafcaaa  (papara  and  filaa)  vara  raaovad 
and  raviavad  by  NUSSBAUM.   Aftar  thoaa  itaaa  vara  ravlavad  thay 


I...M«Mi.«   7/72/^3 


.M  Waahtngton.  O.g. 
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rO-MlatlOT  IUIS-«lt 


VHTO    173a-WT-l«7743 


Cmimmiim  •<  n>-Ml  «<  .  0»   7/33/»3     >«M   ^ 

v«r«  not  placed  back  In  CA«  briafcaa*  but  tA«y  r«saln«4  an  top  of 
th«  d«ak.   mJSSBAUN  than  pick  up  th«  bri«fea««  and  plac*d  th« 
brl«ecas«  aqainse  tA«  back  wall  o(  th«  orcica.   At  tlt«  tla«, 
NUSSBAUM  placad  th«  bri«fcaa«  atjainat  tA«  back  vail  it  appaarad 
as  theuqb  tA«  briafeaaa  was  aspty.   At  no  tla«  did  tA« 
undarsignad  aganta  obsatvad  tA«  Insido  ot   tAs  briafeasa. 

Ztass  which  wars  found  during  tha  Invantory  to  ba 
strictly  parsonal  In  naturo  and  not  ralatad  to  VXMCtHT  roSTSR's 
work  at  tha  Whita  Housa  vara  ramovad  from  tha  of flea  and  turnad 
ovar  to  an  attomay  who  raprasantad  tha  roSTUl  faally.   No  Itaas 
vara  fovind  durinq  tha  Invantor/  which  wara  dataralnad  to  ba 
rolavant  to  tha  invaatigatlon  of  FOSTEH's  daath. 
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•  I  • 
nmcjut.  BUKZAU  or  fftvcsnc  .on 


■/3/»J 


CLXTTOK3  H.   SLOAX,  Aaalatanc  Caun««l,  tft«  whlCa  Heus*. 
WaahlnTCon,  O.C. ,  was  advla«d  ot   tts«  idcneity  oC  tA«  Inearvlavln^ 
aqanCfl  and  in<ora*d  aC  th«  natur*  o<  Intarvlaw.   SZ-^AM  prevldad 
turn   following  inforaationt 

StOAJf  adviaad  that  h«  flrat  laamad  ot   VINCXMT  roSTOI'a 
daatA  on  TUaaday,  July  30,  19-93  at  appraxXaataly  11:30  p. a. 
SLOAN  was  awara  that  roSTQl's  oCSica  vaa  sacurad  at  approxisataly 
10:00  a. a.  on  Wadnasday,  July  21,  1993.   SLOAM  was  praaant  for 
th«  invantory  or  ths  contants  ot   VINCCfT  roSTCX's  ofClca  which 
occurrad  on  Thursday,  July  32,  1993.   SLOAN  adviaad  ths 
intarviawin?  aqants  that  hs  racallad  whan  BdMARO  trusSBAUN 
axaainsd  ths  contants  of  VINCEirr  rcSTCX'a  briafcaas  but  could  not 
racall  any  apaeiSle  Itaas  which  w«ro  locatad  in  ths  briaCcasa. 
SImAH   bsliavad  thaC  all  ths  itaas  wars  takan  out  of  ths  briafeass 
howsvar  hs  did  not  axaains  ths  aapty  briafcaas  at  that  tias. 
SLOAM  was  askad  by  ths  intarviawinq  aqanta  to  raviaw  ths  notas  ha 
took  durinq  ths  invantory  ot   July  22,  1993.   SLOAii  axasinsd  his 
notas  and  adviaad  that  thars  was  nothing  in  his  notas  which  is  ot 
any  uss  Uli  providing  aors  dstaila  raqardinq  ths  invantory. 

SLOAN  advlssd  that  hs  was  not  awars  that  a  nots  had 
bssn  locatsd  until  ths  avaninq  of  Tuaaday,  July  27,  1993.   At  ths 
tias  SLOAN  was  notifiad  that  a  nota  had  baan  locaCad,  tha  nots 
had  alraady  bssn  turnsd  ovsr  to  ths  UNXTtO  STATU  PAIUC  POLICS. 

SLOAN  adviaad  that  hs  was  told  that  ths  nots  was 
locatsd  by  STEPHEN  neuwirth  havinq  baan  found  whan  HEU«I»TH 
turnad  VINCENT  roSTEH's  briafeaas  upsids  down  in  ordar  to  placa 
it  in  a  box.   As  ths  briafeaas  was  turnsd  upaids  down  ssvsral 
scraps  of  papsr  fsll  out  of  ths  briafeaas  and  NEITWIRTM 
aubsaquantly  locatad  aors  acraps  of  papsr  insids  ths  briafeaas. 
Tha  acraps  of  papsr  wsrs  aaaaablad  and  ths  aaaaaqs  on  ths  nots 
could  b«  rsad. 
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SLOAN  «dvis«d  that  h«  was  not  surpriaad  Uiat  tAa  not* 
w««  loeatad  in  t&«  bottoa  of  tAo  briafeaao  «v«n  though  tA« 
bri«feas«  had  boon  proviousLy  oaptlod  and  ita  eentonta 
invontoriod.  SLOAN  roeallod  that  aftor  tho  brloteaso  waa  oaptlod 
by  MCSSBAUN  and  tho  contonta  rovlowod,  tho  oapty  briofeaao  wao 
plaeod  on  tho  floor  at  tho  apet  vhoro  ha  (SLOAN)  vao  standing. 
Kewovor,  SLOAN  did  not  notico  if  thoro  voro  any  itaas  roaaininq 
in  tho  briafeaao  boeauao  ho  "did  not  look  aftor  ovory  dotail." 
SLOAN  waa  not  awaro  of  any  othor  notaa  loft  by  VINCZNT  roSTEX 
which  would  bo  rolovant  to  tho  invoati^ation  of  FOSTQt'a  doath. 
SLOAN  waa  also  unawaro  of  any  eireuaotaneao  raqardin^  tho 
location  of  tho  noto  in  quoation  othor  than  tho  vara  ion  ^ivon  by 
rrS7KC!<  MEU«IRTH. 
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itsouL  mtZAU  or  onnunc^.iON 


■  M/>J 


Sp«eial  Aqane  (SA)  OOMALO  A.  tVOOl,   UNXTZO  STATtS 
SZCHZT  SZXVZCS  (USSS),  Uia  Uhlta  House,  Waahinqtan,  O.C. ,  vas 
mada  avar*  ot  tUm   idantity  at  tha  Inearvlawinq  aqanc  and  Co  tna 
natur*  ot   intarvlaw.   rLYMV  pravidad  tAa  ffailowinq  Inroraaelan: 

PXYNN  advlaad  that  ha  vaa  prasanc  in  VINCOrr  roSTSI's 

of flea  loeatad  in  tha  Waat  winq  of  tha  Whita  Heusa  on  July  33, 
1993,  during  tha  invantory  of  tha  eontants  of  roSTER'a  offiea. 
FLYNN  raealXad  thac  tha  invantory  was  eonduetad  by  whita  Houaa 
Counsal  aCMAM)   NUSSBAUN.   r^YKN  advlaad  that  prior  to  tha 
invantory  baing  eonduetad  tha  rooa  had  bmmn   saeurad  with  tha  only 
kay  in  fXYMN's  possaasion.   FLYNN's  rola  durinq  tha  Invantory  was 
to  ba  prasanC  as  an  aaeort  for  tha  vndividuala  frea  tAa  (mZTEO 
STATU  PAMC  POLXCS,  tha  OCPARTMBfT  Of   JTJSTXCZ.  and  tha  FEOCRAL 
pUREAa  or  ZNVESTZCATXOH. 

rLYNM  raeallad  that  at  ona  point  durinq  tha  invantory 
BOKAM)  NUSS8AUM  raaovad  and  raviawad  tha  eentanta  of  a  briafeasa 
which  was-  loeatad  in  VINCCfT  roSTCA'a  off  lea.  TLtHH   could  not 
raeall  any  datails  of  this  portion  of  tha  invantory  but  was  awara 
thac  itaaa  wara  raaovad  froa  tha  briafeaaa  and  ha  did  not  raeall 
any  itaaa  bainq  puC  back  into  tha  briafeasa.   FLYNN  could  not 
raeall  any  othar  datails  raqardinq  that  portion  of  tha  invantory. 

FLYIOf  advlaad  that  at  tha  conclusion  of  tha  Invantory 
ha  providad  his  kay  for  VXMCZMT  FOSTEX's  off  lea  to  BCWiAJU) 
MUSSBAUN. 

FLYNN  advisad  that  ha  ia  not  awara  of  any  oehar 
inforaation  which  would  ba  partinant  to  VXNCCrT  FQSTCX's  daath 
invastiqation  having  baan  found. 
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»Atn.  QOOMZMO,    Special  A^anC.   VNZTZO  STATU  SCOtTT 
SERVXCX,    tn«  Whlta  HovMm,   waa  atfviaad  of  tAa   Idanelty  aC  tba 
Intarvalvln^  a^anft  an4  Inferaad  ot  tA«  natura  oC  t&a  inCarvlaw. 
ZM80R0XMO  prevtdad  tfta  rollawing  inranaclont 

ZXBOUXira  adviaad  Chat  ha  waa  praaanC   in  VTMCZXT 
roSTtX's  aC£ica  en  July  33,    1993  vhan  Uia  eantanea  ot  tAa  afriea 
vara  invantoriad.      ZMBOROZNO  atatad  CAat  ha  waa  praaane  In  tha 
offiea  to  inaura  that  tha  viaitin^  oeeielala  Croa  tha  oePAATK£}<T 
or  JVSTXCS,    tha  UMZTZO  STATES   ?AJUC   POUCS,    and   tha   rCOERAI.   B(JR£AU 
or  XNVXSTICATXON  wara  proparly  aaeortad.      IMBORflZNO  advlsad  that 
during  tha  invantory  ha  waa  raqulrad  to  laav*  tha  oteLc*  on  two 
oceaaiona  to  ratum  aaaaa^aa  ha  raealvad  on  hia  paqar.      IHSOROZNO 
advlsad  that  ha  eauld  provlda  not  spaclf ie  Inearaatton  ra^ardln^ 
tha  portion  oC  tha  invantory  during  which  vXNCExr  roSTCa'a 
briafeaaa  waa  handiad. 
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rcociAL  suiCAU  or  invcstt^^tion 


•/V»3 


OAVIO  WUICOtZS,  0«pu«y  Aaslatanc  Attorney  e«n«ral. 
OCVAinKZMT  or  JUSTXCS  (OQJ),  Waabin^ton,  O.C.,  was  advla«4  oC  tb« 
Idaneitias  oC  th«  intarvlawin^  aqanta  and  Intoraed  ot  Ut«  nature 
oC  tb«  Intarvlaw.  HJUtSOUS  providad  ttia  following  inronutlen: 

XAJtCOLZS  advlaad  tAat  ha  waa  prasant  for  tA«  invantery 
of  tha  eontanta  o£  VINCZMT  FOSTZA'a  of  flea  vtilcA  vaa  eonduetad  by 
BEWiAilO  miSSBAUN  on  July  33,  1993.   KAJlCOUS  atacad  tAat  all  oC 

tAa  itaaa  in  tAa  office  ware  ravievad  only  by  BCRMAJIO  NVSS8AU1I 
and  aaabara  of  tfte  Office  of  tAe  white  Houae  Counael.   KAACOLIS 
raeallad  tbat  at  one  point  during  tAe  invancory.  itaaa  ware 
raaeved  froa  a  brief caae  in  roSTU'a  office  and  that  tAe  itaaa 
raaovad  were  reviewed  by  BCIUfAJU)  NUS£3AUff.   KXRCQLIS  beiiavad 
t^'re  iteea  to  be  papera  and  filaa.   After  ravlawin^  tAaae  itaaa, 
NUSSBAUM  picked  up  tAe  briafeaae  wbieb  waa  apparently  aapty  at 
tbat  tiaa  and  placed  it  a^ainat  tAe  baeX  wall  of  roSTU'a  office. 
KAACOLIS  waa  not  able  to  obaerve  if  tAere  were  any  otAer  itaes 
raaaininq  in  tAe  bottoa  of  tAe  briafeaae. 

*  HARCOLZS  adviaed  tAat  on  July  31,  1993  he  underatoed 
that  the  inventory  of  r0ST£X'S  office  waa  to  be  conducted  by  botA 
White  Houae  personnel  and  law  anforeaaent  peraennel.   On  July  33, 
1993,  when  MAJtCOLXS  arrived  at  the  white  Houae  to  participate  in 
tAe  inventory,  BCRNAJU3  NUSSBAUX  told  hia  that  only  white  House 
peraennel  would  review  the  itaea  in  roSTZX'3  office.   KAACOLXS 
stated  tAat  tAia  change  in  tAe  inventory  procasa  waa  a  decision 
aade  by  NUSSBACnt. 
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Roen  AOAMS,  0«pucy  AAsistane  Attomay  e«n«r«l, 

OePAXTKBtV  or   JTXSTZCS  (OOJ),  Maahln^eon,  O.C,  waa  a4via«4  at   tn« 
IdanCltlaa  ot  thm   inearviavln?  aqanea  and  inforaad  at   tha  natura 
ot   tAa  inearviaw.  AOAMS  provldad  tha  following  Inreruciont 

ADAMS   adviaad  UiaC  ha  vaa  prasanC  during  tha  Invantory 
ot  Itmua   loeatad  within  VtNCZMT  roSTZX'a  effiea  on  July  32,  1993. 
ADAXS   seatad  that  tAa  raviaw  at   tha  itaaa  waa  conducted  by 
BSWASO  MVSSaAUN.   AOAiU  racallad  that  at  ana  paint  during  tha 
invantory  NUSSBAUN  located  a  bria^casa  aoaawhara  bahind  viNCCrr 
FOSTEX'a  daalc.   AOAJU  racallad  that  thara  vaa  aaaa  eonvarsation 
eoneamin^  whathar  or  not  roSTOl  carriad  that  briaCeasa  vith  hia 
to  and  froa  work  on  a  daily  basis.   MUSSBAUN  raaovad  itaaa  (roa 
tha  briafeasa,  thosa  itaaa  eonaistin^  priaarily  at   papara  and 
eiX->s  and  raviawad.  thosa  itaaa.   AOAMS  statad  thac  froa  hia  . 
vantaga  point  ha  waa  not  abla  to  obsarva  whathar  thara  wara  any 
itaaa  raaaininq  in  tha  bottoa  of  tha  briaCcasa  aCtar  tha  papara 
and  eilaa  hava  baan  raaovad  by  MUSSSAUN. 


FBt-00000041 


537 


- 1  - 
rtociAL  luiCAU  or  invutication 
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CRARUS  W.  HDXI.  Captain,  OMmS  STXTtS   »AJUC  KUCS, 
1100  Ohio  Oriva,  a.H. ,  Haaainqreon,  O.C. ,  was  advlaad  oC  CA« 
idanclty  o<  tA«  Intarvlawin?  a^anc  and  ln<arv«4  ot   tatt  naeura  of 
tha  intarviav.  HUXX  provldad  t&«  following  inrormationt 

XUXX  advlaad  that  ha  vaa  praaant  on  July  33,  1993 
during  tha  invantory  of  VINCZNT  roSTU'a  o<eiea,  lecatad  at  tha 

Waat  Win?  oC  tha  whlta  Houaa.   HU?GB  atatad  chat  tha  Invantory 
occuzrad  at  1:1S  p. a.   KUXZ  atatad  that  tha  invantory  oC  itaaa 
vaa  eonduetad  by  whita  Kouaa  Counaal  ttXHKHO   KUSSBAUM  and  that  ha 
(HCKZ)  and  othar  lav  anforcaaant  Indivlduala  praaant  vara  thara 
only  aa  obaarvara  and  vara  not  parvittad  to  ravtaw  tha  Itaaa 
which  vara  invantorlad. 

HUMS  advlaad  that  during  tha  invantory  BdUfAJU)  NUSSaAL*)* 
raaovad  docuaanta  (roa  a  briafcasa  vhieh  vaa  in  tha  offiea  and 
idantiflad  aa  balongin?  to  roSTEX.   KUKZ  baliavad  that  vhan  thasa 
itaaa  vhich  eenaiatad  ot   Cilaa  and  papara  had  baan  takan  out  oC 
tha  briafeaaa  It  vaa  baliavad  that  tha  briafcaaa  vaa  aapty. 
AXtar  BCSKAiU)  NUS^BAUM  raviavad  tha  itaaa  vhieh  vara  in  tha 
briafe.aa,  KUKZ  raeallad  that  MUSSBAUM  pickad  up  tha  briafeaaa 
lookad  in  it  and  indlcatad  that  tha  briafeaaa  vaa  aapty.   HUKZ 
raeallad  that  a  ahort  vhila  latar  during  tha  invantory,  NUSSBAtnt 
pieJcad  up  tha  briafeaaa  aqain  and  at  that  tiaa  aovad  it  aqainat 
tha  bacX  vail  of  roSTEX'a  offlca.   KUKZ  adviaad  tha  intarviavin? 
aqant  that  at  no  tiaa  vaa  ha  abla  to  aaa  tha  bottoa  portion 
inaida  tha  briafeaaa. 
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PCrZ3l  W.  KAJWZJkMO,  0«C«ctiv«,  tXKITBJ  STATES  PWUC 

POLZCS,  1100  Ohio  Oriva,  S.w. ,  waaftington,  O.C. ,  artar  balnq 
awar*  of  tA«  Idantity  of  tA«  intarvlavin^  a^anc  and  ta  tiim   n«tur« 
of   CA«  incarviaw,  providAd  tA«  failowln?  inroraatlon: 

KARXLAMO  adviaad  CAac  h«  waa  pr«s«ne  of  Thuraday,  July 
23,  1993,  during  tfta  Invantory  of  tho  contanta  of  vlNCCfT 
FOSTEK'a  offica  Locatad  at  tha  Whlta  Houaa.   HXRKLANO  ataCad  Chat 
tAa  Itaaa  vara  raviavad  only  by  wniea  Housa  Counaal  BnfUkRD 
HVSS3XUH   and  Chat  tAa  invancory'a  purpoaa  waa  Co  idantlfy  and  sat 
aaida  any  itaaa  in  tha  oCfica  vhieh  wara  ralatad  to  roSTCR'a  work 
in  tAa  orfica  of  tAa  wnita  Houaa  Counsal. 

HAitXlAMO  adviaad  that  ha  raeallad  whan  NUSSBACM 
raviavad  tha  itaaa- locatad  in  VIHCE24T  TOST  W  a  brlafcasa. 
KAJUCLAMO  obsarvad  NUSSBAUM  raaova  tha  contanta  of  tha  briafcasa 
vhicA  includad  filaa  and  othar  papara  and  placa  thaa  on  roSTCl'a 
dask.   Aftar  thoaa  itaaa  had  baan  raviavad,  KAJUCLAKO  obsarvad 
NXJSSBAUM  pick  up  tha  briafeaaa,  opan  tha  top  of  tha  briafcasa, 
look  inatda  it  and  daelarad  that  it  vaa  aapty.   HAJOCUkMO  than 
obaarvad  KUSSBAUM  cloaa  tha  briafcasa  and  placa  it  aqainat  tha 
back  vail  of  tAa  roSTCR'a  of flea.   KAJUCLAMO  baliavad  that  had 
thara  baan  scrapa  of  papar  lying  in  tha  bottom  of  tha  briafcasa, 
thay  vould  hava  ^••n  »**n   and  idantifiad  by  tfUSSBAUM  at  that 
tiaa. 

KAAKLAM)  advisad  that  ha  haa  praparad  a  vrlttan  report 
regarding  tha  inventory  of  FOSTCH's  office  and  an  intarviav  of 
aCRMAJU}  NXJSSSAUM. 


(telephonically) 
.«   a/2/93 ■  Waahincrtan.  g.C. »ai«  wxro  l.7l-wr-n7743 
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OEBIU  t.  eOfUUX,  S«e7«tary.  Ofric«  of  tA«  Coun««l  to 
tft«  Pr««ld«nt,  th«  imit«  Houfl«,  WaaAinqton,  O.C. ,  was  «<lvi««d  of 

tho  Ucntitiao  of  ftft«  intarvlawin^  a^anca  and  infora*d  of  tn« 
naturo  of  t&o  lntarvl«»#.  COWUOI  provtdad  tAo  follovlna 
infox'aatlanx 

CORKMI  advisad  tftat  aoaatla«  jua«  bafora  aLdniohc  on 
July  20,  1993,  aha  waa  contactad  at  fiar  tioaa  via  taiapnona  and 
advlaad  that  VIMCENT  FOSTSX  had  b«an  found  daad  of  an  apparane 
sulcida.  GOMXM   arrlvad  at  work  tfta  naxt  day  (Wadnaaday  July 
21,  1993)  at  approxiaataly  1:30  a. a.   Shortly  aftar  arrlvlna  at 
wor)t,  CORHAM,  who  had  b«an  VIHCETT  roSTEH'a  aacracary,  want  to 
roSTER'a  of flea  and  lookad  Inaida  tha  off lea.   CORKXH  did  not 
toucft  any  Itaa  In  fOSTtR'a  off  lea  and  waa  caraful  in  that  vhan 
k..a  lookad  In  t&a.offlea  aha  only  acood  In  tha  doorway,  whara  It 
would  &«  claar  to  othar  Indlvlduala  that  at  no  tlaa  did  an*   antar 
tha  of flea.   Troa  har  vantaqa  point  at  tha  doorway  to  roSTER'a 
affic*.  CORKAM  did  not  obaarva  anything  to  b«  aiaaing  froa 
roSTESl'a  dask.   CORHAJI  waa  awara  that  aCTSt  POHO,  tha  laad 
••«r«Cary.  for  tha  Offlca  of  .tha  whita  Houaa  Counaal,  had  <jon» 
Into  rcSTIH'a  offlca  brlafly  on  tha  aomlng  of  July  Jl,  1993  and 
that  aha  did  "stralghtan  up"  aoaa  Itaaa  on  tha  daak.   CORHAJ* 
statad  that  It  waa  unuaual  for  POHO  to  (jo  into  roSTt3»'a  offlca 
but  that  aha  waa  not  awara  of  any  itaaa  that  vara  taXan  out  of 
roSTER'a  offlea.   CORHAK  did  not  go  Into  roSTER'a  offlca  until 
aftar  *n   Invantory  had  bm^n   takan  of  tha  itaaa  in  tha  offlca  on 
Thursday,  July  22,  1993.   Aftar  that  Invantory,  GOIWAM  waa  givan 
ona  of  tha  kaya  to  roSTd'a  offlca. 

CORKAX  advlaad  that  on  Monday,  July  2«,  1993,  sha  waa 
asalgnad  to  aaalat  STEPHEN  MEUWIBTM  in  tha  ravlaw  of  itaaa  in 
FOSTER' a  offlca.   CORHAM  racallad  that  at  ona  point,  fOSTOl'a 
brlafcaaa  waa  "in  tha  way"  ao  aha  plckad  It  up  and  placad  wltA  a 
group  of  POSTQl'a  paraonal  itaaa  which  wara  to  b«  ratumad  to  tha 
roSTOt  faally.   CORHAM  atatad  that  it  har  practica  navar  to  look 
in  anothar'a  indlvlduala  brlafcaaa  but  that  aa  aha  plckad  up  tha 
brlafcaaa  aha  waa  awara  that  it  waa  aapty  with  tha  axcaption  of 
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Ms.  Huber.   No,  because  I  do  not  wear  a  pager.   I 
never  wear  my  pager.   So  he  could  page  me,  but  I  wouldn't 
have  known  it. 

Mr.  Giertoff .   Did  you  talk  to  Bemie  Nussbaum? 

Ms.  Huber.   No,  sir,  I  have  never  talked  to  him. 

Mr.  Chertoff.   You  have  never  talked  to  Mr.  Nussbaum? 

Ms.  Huber.   No. 

Mr.  Chertoff.   Do  you  know  where  Mr.  Nussbaiom  tried  to 
reach  you  by  page  the  previous  day? 

Ms.  Huber.  No,  sir. 

Mr.  Chertoff.   Do  you  know  whether  on  the  previous  day 
Mr.  Nussbaum  was  trying  to  reach  you  to  meike  his  own 
arrau[igenents  to  move  amy  records  up  to  the  residence? 

Ms.  Huber.   No,  sir. 

Mr.  Chertoff.   So  as  you  sit  here,  you  cannot  tell  us, 
you  have  no  idea  --  aind  I'm  doing  this  to  maJce  it  clear 
rather  tham  to  kind  of  push  you  -  -  you  have  no  idea  why 
Bemie  Nussbaum  would  have  tried  to  reach  you  by  page  on 
Wednesday  evening  before  the  Thursday  the  box  tras  moved 
up? 

Ms .  Huber .   No ,  sir . 

Mr.  Chertoff.   Just  to  be  clear,  I  believe  you  told  us 
a  moment  ago  after  you  locked  the  box  in  the  closet,  you 
put  the  key  back  in  the  drawer? 

Ms.  Hiiber.   Yes. 

Ace-Federal  Reporters,  Inc. 
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Mr.  Chertoff.   And  that's  the  drawer  where  the  key  is 
always  kept? 

Ms.  Huber.   Yes,  it's  in  em  envelope,  and  it  says  "key 
to  closet. " 

Mr.  Chertoff.   That  makes  perfect  sense.   I  think  at 

this  point,  I  am  done,  Mr.  Chairman,  and  I  yield  the  rest 

of  my  time  to  whoever  else  on  our  side  wamts  it. 

The  Chairman.   I  think  we  go  to  Senator  Bond.    CAPS 
OPENINQ COMMENTS  OF  SENATOR  T?<3^/D  C-  „   ^  .     CtR 
^     Senator  Bond.   Thank  you  very  much,  Mr.  Chairman. 

Mr.  Castleton  auad  Ms.  Hxiber,  thank  you  very  much  for 
being  here.  You  all  have  taJcen  a  great  deal  of  time,  but 
the  information  you  provide  is  very  helpful . 

I  just  weuit  to  be  clear  I  understemd,  and  first, 
starting  with  Mr.  Castleton,  we're  focusing  on  July  22. 
This  cpmmittee  has  heard  yesterday  from  Mr.  Heymann  that 


16 j   there  was  a  search  which  was  not  really  trustworthy  or 
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reliable.  We  know  from  other  testimony  that  the  deposition 
of  Mr.  Nussbaum  has  said  that  he  amd  Ms.  Williauns  put  files 
into  a  box. 

Now,  we're  at  the  position  where  Ms.  Gorham  earlier 
this  week  testified  that  she  asked  you  to  help  move  the 
box,  amd  as  a  good  assisteint,  you  did  that  right  away.   You 
moved  to  help  her  pick  up  the  boxes.   One  question  that 
interests  me  is  how  long  does  it  take  you  to  go  from  the 
place  where  you  picked  up  the  box  to  the  residence?  How 

Ace-Federal  Reporters,  Inc. 

Nationwide  Coverage 
202-347-3700  800-336-6646  410-684-2550 


544 

THE  WHITE  HOUSE 

WASHINGTON 

February  12,  1996 


i 

I 


BY  HAND  DELIVERY 

Robert  Giuffra,  Chief  Counsel 

United  S'tates  Senate 

Special  Committee  to  Investigate  Whitewater 

Development  Corporation  and  Related  Matters 
534  DirScsen  Building 
Washington,  D.C.   20510-6075 

Dear  Bob: 

I  am  enclosing  Worker  and  Visitor  Entry  System  (WAVES) 
records  (Bates  Nos.  S  020549  -  561)  responsive  to  the  Chairman's 
letter  dated  February  2,  1996.   In  response  to  the  Chairman's 
letter  dated  Febmary  9,  1996,  I  am  also  enclosing  copies  of.  the 
First  Lady's  schedule  for  July  27,  1993  (Bates  Nos.  S  020562  - 
563) .   Although  the  schedule  reflects  meetings  in  the  First 
Ladyfs  office,  I  note  that,  as  I  informed  the  Committee  in  my 
letter  Jbo  Messrs.  Chertoff  and  Ben-Veniste  of  December  9,  1995, 
movement  records  suggest  that  the  First  Lady  remained  in  the 
Residence  that  day. 

Pursuant  to  the  Committee's  Security  Procedures,  we 
request  that  these  documents  be  treated  as  "Highly  Confidential." 
We  would  appreciate  the  opporttinity  to  discuss  with  the  Committee 
the  basis  for  our  rec[uest  in  the  event  the  Chairman  and  Ranking 
Member  consider  redesignating  amy  of  this  material. 

Please  feel  free  to  call  me  if  you  have  any  questions. 

Sinc^cely  yours. 


J2me  C.  Sherburne 

Special  Counsel  to  the  President 


Enclosures 


Lance  Cole 

Minority  Deputy  Special  Counsel 
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Tuesday,  July  27 

7:30  Braakfast  for  Hrs.  Blair  and  Hrs.  Clinton 
I  \ 
i-na !  ifB^ioanc  co  coa  uvai  uf fica 
T&a , Praajdant  to  tha  Sacond  Floor 
Tba I Praaldant  to  thm   oval  Of flea 
Ma99ia  Williaas  to  tna  Sacond  Floor 
Maggia  Hilliaas  down 
Maggia  Hilliaas  to  tba  Sacond  Floor 

Roy  i  NaaL-to  tha  Sacond  Floor   i    | 

Mag^ia/WilliaMi  down  i 
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Roy  Naal  to  tha  Mast  Wing 

Robart  Bamatt  to  tha  Sacond  Floor'  '^ 

Suaaif  Thoaasaa  to  tha  Sacond  Floor' 

Tba  vica  Praaldant  to  tha  Oiploaatic  Racaption  to  addraaa  group  29 

Tba  Prasidant  to  tha  Oiploaatic  Racaption  Rooa 

Susan  Tboaasas  and  Kr.  Bamatt  jdapart 

Tba  Prasidant  to  tha  Sacond  Floor  I 

Tba  -n-asidant  to  tha  Oval  Of fica   ! 

Congrassaan  to  tha  Stata  Dining  Room  for  Nainstraaa  Daaocratic 

ForuB  / 

Tba  Prasidant  arrivas  Stata  Floor,  to  tha  Stata  OiningRpni 

Guasts  dapIZT 

Tba  Prasidant  and  sanior  staff  to  tba  Sacond  Floor 

Sanior  staff  daparts 

OipnAr  for  Prasidant  and  Mrs.  Clinton,  Diana  Blair      3 


Housaguast: 

Oian«-  Blair  -  Rooa  327 
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THE  WHITE  House 
WASHINGTON 

Tuesday,  July  27  ^_, 

!  I  .  /  ' 

7:30   Breakfast  for  Mrs.  Blair  and  Mrs'.  Clinton        /  j 

bii.3  IPB  I  geaiaewc  co  tiM   Ovnl  Office ! 

8:45  The  President  to  the  Second  Floor 

9;20  The  President  to  the  Oval  Office 

10:31  Maggie  Hilliaas  to  the  Second  Floor  j 

12:;05  M»>m»  H^niji»g  Hnmi — 

1:135 /^fiaggie  Hilliaas  to  the!  Second  Floor  ,  x 

2:ilo/  Roy  Neel  to  the  Second'  Pldor  ^ 

2:25   Maggie  Hilliaas  do«m  ^  ! 

2:>25   Roy  Heel  to  the  Nest  HLng  I  *— ' 

.  3  :  00  Robert  Bamett  to  the  Second  Floor 
3 : 10  Susjui  Thoaases  to  the  Second  Floor 
3:49  The  Vice  President  to  the  biplonatic  Reception  to  address 

group   29  \         \ 

4:23      The  President  to  the  Oiploaatic  Reception  Room    ^ , 

4:30   Susan  Thoaases  and  Mr.  Baxmett  depart 

4:43\  The  President  to  the  Second  Floor 

5:00'^vThe  President  to  the  Oral  Office  ^^       , 

6:50  CDiiyieggaen  te  the  State  Dining  Reea  foL  MaliihtTream  I  Democratic 

ForuB   (29  guests)  I 

7:13   The  President  arrives  State  Floor,  to  the  State  Dining  Room 
8:51   Guests  depart  | 

8:52   221^  PTBSidff"*'  »"d    sanini-  gfaff  ^f>  ^h<»  ggr-nnri  £Tnf»r-  { 

9 :  iLO  ^'^enior  staff  departs  ~"X   j 

9:15/  Dinner  for  President  and  Mrs.  Clinton,  Diane  Blair  |     3 
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Houseguest : 
Diane  Blair  -  Rooa  327 
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H«aorandua  from  J.  C.  Frl«r  to  Mr.  Potta 
R«:   Unaub;  Vincent  W.  Foatar,  Jr., 

Oaputy  Whita  Houaa  Counsil  to 

tha  Praaidant  -  Vlctia; 

7/20/93;    PPSJUCA  -  Staff  Maaitoar, 

Obatruction  of  Juatica  (OOJ) ; 

Prallainary  Inquiry; 

OO:   WMFO 

OA<S  Hayaann  vaa  Intarviawad  and  conflrvad  that  ha  and 
Attomay  Canaral  Rano  wara  callad  to  nha  Uhita  Houaa  at 
approxiaataly  7:00  p. a.,  7/37/93.   It  waa  at  that  tlaa  ha  was 
advlsad  of  tha  7/3</93  dlscovary  of  tha  nota,  tha  pravioualy 
dascribad  raaaona  it  had  baan  aaintainad  by  tha  Whita  Houaa 
staff,  i.a.  sanaitivity  for  Foatar'a  faaily  and  tha  naad  of  tha 
Presidant  to  saa  it,  and  tha  fact  that  tha  Presldant  wantad  tha 
nota  turnad  ovar  to  tha  iaw  anforcaaant  invaatlqatora. 

USPP  Xnvastiqator  Joaaph  Haqby  waa  intarviawad  and 
advlsad  that  ha  waa  provldad  tha  nota  on  7/27/93  at  approxiaataly 
9:15  p. a.   Ha  copied  tha  contanta  of  tha  nota  on  two  placaa  of 
plain  whita  papar  and  gava  a  copy  to  OAC  Hayaann  who  waa  prasant 
in  tha  Whita  Housa  whan  ha,  Maqby,  arrlvad.   OAC  Hayaann  advlsad 
ha  provided  this  copy  to  hia  aaalstant,  Oavld  Margolia,  who,  in 
turn,  provided  it  to  tha  FBZ. 

In  addition  to  tha  above,  Jaaea  Haailton,  attorney 
representing  tha  Foster  faaily,  was  interviewed.   Ha  confiraed 
the  meeting  between  himself,  Mrs.  Foster  and  the  white  Housa 
staff  on  tha  afternoon  of  7/27/93  aa  well  aa  the  purpoaa  of  tha 
meeting  as  described  above.  Haailton  stated  that  during  hia 
meating  with  Whita  Housa  personnal  on  7/27/93,  there  waa  never 
any  mention  or  indication  that  the  note  would  not  ba  turned  over 
to  lav  enforcement  officials;  only  that  such  would  occur  after  it 
waa  reviewed  by  tha  President.   Haailton  advised  that  ha  would 
not  make  Mrs.  Foster  available  for  interview. 

Oavld  Margolia  and  Roger  Adaaa,  OOJ,  were  Interviewed 
and  advised  that  they  were  present  on  7/22/93  when  Foster's 
office  was  searched.   Margolia  advised  it  had  been  agreed  on 
7/21/93  that  law  enforcement  personnel  would  conduct  tha  search; 
however,  on  the  afternoon  of  7/22/93,  Chief  White  Housa  Counsel 
Nussbaua  advised  the  search  would  ba  conducted  by  hia  while  being 
observed  by  law  enforcement  personnel.   Both  Margolia  and  Adaaa 
recall  a  briefcase  being  located,  tha  contents  being  reaoved  and 
tha  case  being  opened  by  NussbauB  to  ensure  nothing  reaalned  in 
it.   Neither  Adaaa  nor  Margolia  could  sea  into  tha  brlefeaaa. 


(Continued  •  Over) 
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CBROMOLOOT  OF  TSATB.  omCB  TXajaoa    (M  e£  S.2S.93) 


~  D««  D—  Hyrs  talks  to  Harry  Tboaason  and 
Jlfirtans  about  nra—  chartar  buainasa 


_^___  Wartana  contaeta 

Billy  Dala  In  tha  wM,^a  Haaaa  traval  oCflca  and  l«  t-nm  t;n«r«  is 
—     ^  TIM  will  9at  Hhlta  Beuaa  bnainass.   Martana  writaa 
It  convarsatlon  to  his  flla. 


yabraarr  13  —  Catharina  Comallua  and  dariaaa  Cardi^wita  aaS^  ^y  -j 
to  David  Watlcina  propoamq  raorganixatioo  or  cravaj.  oiFtea— ^    *»- 

i^  U/»-rv»^j  jv^  vj' — g. —,  Dwfc.      T>-ft  •NT'  V*»  ^■^ '***-"  (?  fcz-w- 
April  ^~   catharina  Comaliua  goaa  to  woric  in  caa  xravaroggjca,  ^^. 
actinq  aa  a  Ijaiaon  to  acfaadqlloq  and  advanea  and  arranging 
hotala  and  flijata  for  Whita.Hotia<_ar«ff .  .  ^  luj^./^^'U'^    V'^V-'  '^ 

"iay  10  —  Harry  Thoaaaon  and  Damall  Mfrtana  aaat  with  Matkina,   a/'-^  5 
daacrlha  Martana  ancountar  with  Billy  Dala.   TtMMaaon  calls      ^v^  J- 
Martena  CJnclTmati  office  and  has  mmmo   faxad  to  Hhita  Bouaa.     ^  ^^.^ 
Thoaason  aaJcas  copiaa  for  David  Matkins,  Catharina  Comaliua  and 
hiasalf  .;jr^.ttt-v  J-*^  -jV^  ^~:-.-*  ^^  DujLa  —TTTJTirT**^  />*+  K/  ^U   /w 

Bill  Kannedv  (and  othara?)  aaat  with  rajpHlaantativaa 
(who?)  of  tha  FBI,  saakinq  guidanca  on  disturbing  inforaation 
discovarad  in  tha  travel  offica.   FBI  confirms  that  thara  aay  ba  ^— — - 
anough  inforaation  to  warrant  furtlhar  invastigatioAT  ^C*-'^ 

May  13  —  David  Watkins  contacts  Larry  Haraan  of  Paat,  Marviek 
and  asks  the  company  to  raviaw  c^aV4i  orilCA  Cilaa. 

May  14  —  Tji-ry  w^t-hiwt^  and  fiva  otbar  Paat,  Harwick  accountants. 

begin  raviav.   Interview  savc»-»t  »«»i^t^|-«  of  tha  traval  office    

(which  ones?)  ,r^^-t 


a^s 


of  White  Houae 
about  their 

briefing,  ch< 
investigate. 


May  15  —  Peat.  Ma^JJcK  '«i"«<«-"i-»  Hi-4»f 
counsel's  of f ice,_  adainistrative  staff, 
findings.   Based  on  inforaatign 
FBI  deteraines  they  bav^.-^'preaica 

May  19  —  nnvirt  Watilrl,^*  »»»t-*  h<«-k  »^..^  r>^  ytw»  g|.pK«y«  of  the 

traval  offica  in  Washington,  including  Billy  Dale.   Tells  thea 
<they  have  been  disaissed  and  asir«  th**  ^^  ^i****  wrr  their 
belongin9S_bX-day's  end.  ^»**   gii«r  hi-t^fg  ^i  Kaain  of  tha 
Washington  Post  and  George  Condon  of  the  White  Hotise 
Correspondents'  Xy^nri/ition.   Dee  Dee  Wyf rn .hrJpfs.Bhite  House 
press  corps  at  2  p. a. ,  confiras  that  FBI  has  been  called  and 
further  investJQatiQP.  is  ■vrTiy-Ly?''   ljti».i-  that  afternoon.  George 
Stephanopoulos,  Dee  Dee  Hyers,  Jeff  Eller,  David  Watkins  and 
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Jt:,  Jots  lichar: 

iv-DtiC::  rjAT-crr;  s.v7i^r,z  u  Lci^' 

IBcSyind  ''air.   Scrceca 


^es7   -is:  i=.i.  .c 


on   a   spee^r--  carrar   in  Anril.    19oi.    I   adv.     .c  70U   crus.; 
flrT./«culd   credis    faes    ajalssc   a  conrhly   r;     -irar   and    rhen\ 
bili/  frr  vrj.=ever   fees   — '  1^'   be    la  exccaa   c      :::a   recal-cr  •aic_ 

CM*!cr.d   of   tacr.  zjoacli.      Sinca    shac   -irre.    Vz. sen   r-a.fl    r-.ir.   .. 

cr^il:   li   ica   a£C3-.=;c  iC   chc  end  ef  every  co-:;x. 

Ve   are    aisc    aware    rhiz   sir.ce    char    :lie   "adiaor.   .-.as 
beer-   rai7-.r.5   at.c.   car.ci^iiiea    tc   rely  an   2.  ••,-~"»-   of   ocr.er    lav 
flr^is    C3  provide  cngotss  repreaer.CiCicr.,    and  chaz  cir   repra- 
ser.cazicz  bas    beec    for   i£o laced  r^zccars    aiid   ^-^3    :io; 
C3ii:ir.-.;2us   cr   sigaificarc. 

\  Tou  currentl'/   havs   a   credic  vlci   cLe   Toss  Law    rir: 

3Alax2.53.      I    as.    c^arefcre,    rec-irr.ln^   ehe  <»ncioseU  ^it^cK 
our    ^^^.^^  raeai-yag    - —   "T.Tq'^    00    11    ji     rl'*-i~-r    '-nl'i-T"    lera_' 
fees    for   ctue  scncii  of   July.    1936.    and  a  ciecl:    f=r    ;he 
retainer   creclc    Ir.   che   anou=,c   of   '5^.522.33. 
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Mr.    Ji=  ".cSouzal 
Kr     Ja'^-  Larr.m 
Julr   1^.    1536 
'a«je  Two 

U«  do   r^c  believa    Ir   approprlacc   for    _ 
payy»t\6   of   lcga.1    feea   wh^a   chera    1<   awlr  go«  euc->-  - 

r«9re9«i=1^5  MAci^oc  on.    namely   cSe   nesocliclana'ul-h^sivtn 
over  cSe  Sabcocit  i-nd  tcoivoLodge   Loan  parrlclpaciotaT"     li     ~ 
you  would   like  us   zo  work  on  ozacher   ipazLf Lc  =a.crer,    w« 
would   be    glad   CO   diac.ua    ic  on   a   ca.se-b7-c&se  baala. 

i      r~ 

Slacereiy  -/ours. 


•ake_ 


For   Che  ?j3se  Law  Tir= 

EIHAUT   RDDrJU-I  ClIhTCJ! 


chclosures: 


Oriziaai  checks    c 


John  larhsr: 


Coplea  cf  letzer  er.i   checks  zs   Jli  "cCcui 

i         i 
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ROUTE  SLIP 


Dale: 


From:_^3:±:L_ 


)      For  A|)|»rnv:il 
I      Fi)r  ,Sign:umx 


I      For  Ciiiiiiiifni 

For  N'our  lMtonii;ili(>n 


Ilcninrks: 


\j  U-Xi  0=i^. 
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For  Nvfcsxxry  Action 
InilKil  And  For*-arrt 
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PUmso  S<t  Mo 
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pii    /^-^.^^*" 


j       OATS:       quJLlL\   a\,\<=^S^ 


Ple<a«   rtvicv- ch«   4ecac&ed   llae   of  your   closed   files.      w«  «ri  / 
now   la  ea«   prscatx  of  -AiereCilalng  end  destroying   ell    flits 
\«oi«s«   you   specif icelly   cequest  certain  files  xtrntix  ine«ct. 
\AI1    file*  eaee   ere   eo  b«  ,kepe    la  taei.r'6ri9iael    fori  oe«d   eo  toe 
■ACkcd  wvta   •K.*"^?here    *r«  May  files   t&«e   could   Be   d«seroy«d-- 
wleaouc   bciaq'siccof ila«d.     This  would  sere   ciae   ead^-aaae?.       .'-1  — 
Ple*se\«*ri5    •a*    0«*i<l«-««ch   of    these   files. 


If   you  bkv«   ao^  questions,    please  call  ae 
back  mj  l<rter\taaa       H  \  Y^\  1<^-V-    Q 


.^• 


zeJl     uJ.fK      6l<-*    ^Cip.  ^i^.i.    \ 


.r/Vc*-t  «^-^  t^-vrc^*,,  h 


ir^t--   I 


I    6c^ 


^'Zjr'"!  ' 


•u./x-t.'i.^^    •'/ 
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FDIC 


Fadwal  Oaposit  Insurane*  Corporation 

WMhmglon.  PC.  20429 


Office  01  Invertoaoonj 


MEMORANDUM  OF  INTERVIEW 


Washington.  D.C. 


AmAhy  UUN  [it>jfON.  /ormer  CUi  LenOmg 


was  interviewed  on  June  11.1 986  bv  Soecial  An.'nt. 
DENTON  had  previous^  been  inte-t^we/raSeto^^^^^^^  ed..    ,  m  Wash.ngton.  D.C. 

with.  MGSL.    Subsequent  to  that  intem.w    DEnVom \  h  "      "^    "'^^-f  "fw*  ai.  -nd  individuals  connected 
documents  to  r.por.'„g  aoenr^e  :ra;:.d°fo^°rnt:'r:::::::S- ''"  "  ''"■  '""  '"  ""'-'''  '"'"'^ 

Hofman  Acres  in  July.   1986      DENTON  «.dl,  ,^1     ,h  *  """""^  "^^^^  "*"•"  «  ^7  i  28 

r«:ords  that  he  maintLed  and  now  recalls  t^at^^l^^^^^^  "  '"''  '  '"""  '°  '•^"^  '•'^»'" 

of  MGSL  in  1 986.  ""'"'  "'  ^'  °''^°"  "^'•^'  "^"""0  ^^ •  PHLBB  exammanon 

DENTON  sa.d  that  he  hid  rh.  T,r,  .  *  '"•  P'°0«'^  descnption  was  of  the  wrong  properrv 

and  WARrinS;  the 'rwiv  rVp  a«d';re^^    DENTON  "T"'  '"'  ^"  "^'^  '^""^•"'  ■'°"^  ^  "^ 
but  said  that  JAN.E  8A8C0C;[  r  "e^  .r.urv^^T^o^rj:;^  ^ ^rtre**  '^  ^^  "'"  ""  ''""• 

rj? -^a^r  ?;rtrr.rcVnrH:rn^\^^^^^  "rri"  °"  -^  "-^  ^- ''"'  -■— •  ''•  "- 
Kfron,.  the  examiners,  but  th';tSr;;::n:;t^:°^:r^^^^^^^^^^ 

£^^7°  1986*  Trn;tV"bran°U?rnr°?ndt:t.rthTt"h°  """"'"  ''•""'"'°"  *«  """--^^  '  —  <«»- 

'JZZ  "tn:rr  ;:s^r  ;:r  ::^— r  r-r e:- ^^  -  --  -  -  ■' 
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OATl  or  HTWVCW 

June  11.  1986 

nUNUMKR 

WA-94-0016 

collateralizing  WARD  loan  #4027.  OENTON  speculated  that  another  possible  reason  for  the  option  was  that 
as  conditions  at  MGSL  deteriorated.  WARD  and  whoever  was  advising  him  became  concerned  about  WARO's 
protection  from  repaying  loan  #4027,  and  that  the  option  was  another  level  of  protection. 

OENTON  said  that  he  had  no  specific  knowledge,  but  believed  that  at  one  time  there  was  going  to  be  a  put 
option  concerning  the  same  property.  He  described  a  put  option  as  one  In  which  MFC  would  have  been 
required  to  purchase  the  property.   He  could  provide  no  additional  information. 

Concerning  the  Ward  loan  #4027  of  March  31.  1986,  DENTON  said  that  after  the  Ward  loan  #2962  that 
purchased  the  IDC  property  was  paid  off  on  February  28.  1986.  WARD  began  to  demand  of  JOHN  LATHAM 
and.  JAMES  MCDOUGAL  that  he  be  paid  his  commissions  that  were  due  from  the  sale  of  IDC  property. 
DENTON  said  that  he  understood  that  MGSL  did  not  have  the  money  to  pay  the  commissions,  and  that  either 
LATHAM  or  MCDOUGAL  suggested  that  WARD  be  loaned  }400,000.  He  said  that  he  understood  that  the 
$400,000  represented  $300,000  in  commissions.  $70,000  to  repay  the  outstanding  balance  on  a  loan 
(#33591  that  had  been  made  to  WARD  on  February  25,  1 936  to  pay  the  deficiency  on  loan  #2962  after 
proceeds  from  IDC  property  sales  had  been  applied  to  it.  and  $30,000  for  interest  on  the  notes. 

DENTON  was  asked  how  he  was  aware  of  that  agreement  and  he  said  that  he  may  have  learned  it  from  the 
WARD  tnal.  but  believed  that  WARD,  and  possibly  others,  had  told  him  as  well. 

DENTON  said  that  it  was  then  agreed,  he  believed  between  WARD  and  LATHAM,  that  MFC  would  borrow 
$400,000  from  WARD,  and  that  a  note  was  executed,  he  believed,  on  March  3.1,  1986.  He  said  that  he 
believed  that  simultaneously  or  shortly  thereafter,  $100,000  was  received  from  the  WILSON  Company  for 
payment  on  WARD'S  loan  #4027.  DENTON  said  the  payment  was  the  return  of  money  that  WARD  had 
previously  given  to  ROBERT  WILSON  to  parpcipate  in  a  loan  in  which  WARD  later  decided  to  not  participate. 
OENTON  said  that  it  was  then  decided  that  the  $400,000  note  would  be  replaced  by  a  $300,000  note  and 
a  $70,000  note.    Those  two  notes  were  dated  Apnl  7,  1986. 

DENTON  said  that  he  prepared  the  loans  to  and  from  WARD  based  on  instructions  from  LATHAM. 

DENTON  said  that  since  the  earlier  interview,  he  had  recalled  that  he  did  have  a  conversation  with  CLINTON 
concerning  WARD  loans  at  MGSL.  DENTON  said  that  on  Apnl  7.  1 986  he  received  a  telephone  message  from 
'Sandra*  of  'Hillary  Clinton's  Office',  telephone  number  375-9131.  The  message  requested  that  he  return 
the  call. 

DENTON  said  that  either  that  day  or  the  following  day.  he  telephoned,  from  MGSL.  501  -374-7777,  the  number 
that  had  been  on  the  message  from  CLINTON  and  it  was  answered  by  SANDRA.  DENTON  does  not  know  who 
SANDRA  is.  He  said  he  identified  himself  and  was  immediately  placed  through  to  CLINTON.  DENTON  said 
that  he  could  not  recall  all  of  the  specifics  of  the  conversapon.  but  did  recall  tfut  the  issue  of  the  $400,000 
loan  to  WARD,  #4027,  and  the  $400,000  loan  from  WARD  to  MFC  notes  was  discussed.  He  had  a  vague 
recollecuon  from  the  conversation  that  CLINTON  was  prepanng  the  note  for  the  $400,000  from  WARD  to 
MFC.  DENTON  said  that  he  told  CLINTON  that  the  note  had  already  been  prepared  and  executed.  He  said 
that  CLINTON  then  asked  him  to  send  her  a  copy  of  the  note,  or  both  notes,  for  her  review. 

DENTON  said  that  it  was  possible  that  the  WARD  loanlsl  to  MFC  that  he  and  CLINTON  discussed  were  the 
$300,000  and  $70,000  notes  that  were  made  after  the  $400,000  note  was  replaced,  but  was  not  sure. 
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DENTON  recalled  that  during  the  conversation,  he  told  CLINTON  that  there  could  be  a  problem  with  the  notes  1 

as  thev  constituted  in  effect  a  parent  entrrv  fulfilling  the  obligation  of  a  subsidiary.    He  said  that  his  caution  2 

was  "summanlv  dismissed'  by  CLINTON  in  a  manner  which  he  took  to  mean  that  he  was  to  take  care  of  3 

savings  and  loan  maners.  and  she  would  take  care  of  legal  maners.   He  said  thai  he  also  expressed  the  same  4 

concern  to  WARD  shonly  after.  5 

6 

DENTON  said  that  he  sent  CLINTON  a  copy  of  the  notelsl  through  an  individual  named  HENRY,  last  name  7 

unknown,  who  worked  at  MGSL  and  sometimes  acted  as  a  courier.  8 

9 

DENTON  was  asked  if  he  knew  why  CLINTON  called  him  on  this  maner.  He  said  that  he  did  not,  but  that  he  1 0 

wa^  "reasonably  confident"  that  she  was  acting  on  WEBB  HUBBELL's  behalf.  He  said  that  he  thought  it  would  1 1 

have  been  inappropriate  for  HU6BELL  to  represent  WARD  since  WARD  was  HUBBELL's  father-in-law.  He  was  1 2 

asked  why  he  thought  that  CLINTON  may  have  acted  on  HUBBELL's  behalf  and  he  said  that  he  did  not  know.  13 

DENTON  was  asked  if  he  was  ever  advised  by  WARD  or  HUBBELL  that  CLINTON  was  an  alternate  contact  14 

at  ROSE  for  WARD  maners.   He  said  that  he  did  not  believe  so.    DENTON  said  that  with  the  exception  of  the  15 

BABCOCK  loan  maners.  he  recalled  no  other  contaa  with  CLINTON  on  any  maner  involving  MGSL.   He  said  16 

that  when  he  first  received  the  telephone  message,  he  may  have  thought  it  was  in  reference  to  the  BABCOCK  1 7 

maner.  ^3 

19 
DENTON  was  asked  if  he  was  aware  whether  CLINTON  was  representing  WARD  or  MGSL/MFC  when  it\»  20 
contacted  him  convjerning  the  WARD  loans.    He  said  "Looks  to  me  like  she  was  representing  both."  21 

22 
DENTON  was  asked  if  he  had  ever  dealt  with  HUBBELL  on  the  maner  of  the  offset  loans.  Ho  declined  to  23 
answer.  When  questioned  about  SANDRA,  he  said  that  the  only  secretary  he  knew  at  ROSE  was  HUBBELL's  24 
secretary,  MARTHA  WILLIAMSON,  that  he  had  come  to  know  because  she  was  present  on  occasions  wnen  25 
DENTON  went  to  HUBBELL's  office  with  WARD.  He  was  asked  whether  any  of  his  visits  to  HUBBELL's  office  26 
concerned  any  maner  related  to  MGSL.  He  said  that  he  was  sure  that  there  were  some.  He  was  asked  if  any  27 
of  those  visits  concerned  WARD  and  MGSL  and  he  declined  to  answer.  28 

29 
DENTON  was  questioned  concerning  the  fact  that  the  page  of  notes  that  were  apparently  behind  the  telephone  30 
message  appear  to  have  been  related  to  the  BABCOCK  participation  loan  that  he  had  previously  advised  that  31 
he  worked  on  with  CLINTON.  He  stated  that  it  may  have  been  that  he  anticipated  that  the  call  from  CLINTON  32 
was  to  concern  the  BABCOCK  maner,  but  that  was  not  what  the  conversation  was  about.  He  said  that  he  33 
believed  that  he  only  spoke  to  CLINTON  concerning  the  WARD  loans  on  this  one  occasion.  34 

35 
DENTON  was  questioned  concerning  his  recollection  of  this  phone  call  at  this  ome.  He  said  that  afier  the  36 
earlier  interview,  he  reviewed  a  copy  of  the  ROSE  LAW  FIRM  billing  records  that  he  had  obtained  from  the  37 
media.  He  said  that  after  confirming  to  himself  that  there  was  a  bill  by  CLINTON  for  a  discussion  with  him  38 
concerning  IOC  on  Apnl  7,  1986,  he  gave  the  maner  thought  and  also  reviewed  the  documents  that  he  had  39 
retained.  4q 

41 
He  said  that  when  he  reviewed  the  documents,  he  found  a  cooy  of  the  March  31,1 986  note  from  WARD  to  42 
MFC  that  had  handwriting  on  it,  dating  April  7,  1986.  indicating  that  the  note  was  replaced  by  a  $300,000  43 
and  »70,943  note.  He  also  reviewed  two  notes  oated  Apnl  7,  1986  for  those  amounts  that  he  had  left  44 
handwnnen  messages  on  that  said  "Replacement  notes  -  5-5-86  (the  »300,000  notel,  and  "Copies  of  new  45 
note  -  Signed  5-5-86"    (the  S70.943  notel.  46 

47 
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He  said  that  he  noted  that  the  May  5.  1 986  dates  match  the  date  of  the  option  for  WARD  properry  at  27  &  1 
23  Holman  Acres,  the  property  that  secured  loan  #4027.  2 

3 
DENTON  said  that,  after  reviewing  these  documents  and  giving  the  maner  some  thought,  he  recalled  the  4 
telephone  call  with  CLINTON.  DENTON  could  not  recall  where  he  obtained  the  copies  of  the  replacement  notes  S 
or  who  or  when  they  were  prepared  6 

7 
DENTON  was  asked  if  he  was  the  loan  officer  on  the  WARD  loans.  He  responded  that  "Yes,  whatever  that  8 
means.  I  initialed  them,  they  were  assigned  to  me'.  He  said  that  every  loan  had  to  have  a  supervising  officer,  9 
and  he  believed  he  assigned  the  notes  to  himself.  1 0 

n 
DENTON  recalled  that  he  had  introduced  WARD  to  MCDOUGAL,  and  that  within  a  few  days  WARD  was  12 
working  at  the  institution,  in  what  DENTON  thought  was  a  public  relations  capacity,  but  that  WARD  interpreted  13 
as  evaluating  commercial  loans  and  deals.    He  said  that  WARD  subsequently  negotiated  the  IOC  purchase.         14 

15 
DENTON  was  asked  if  he  knew  how  the  manner  in  which  the  purchase  of  the  IDC  property  was  agreed  to.  16 
He  said  that  it  was  explained  to  him  by  LATHAM  and  MCDOUGAL  that  the  purchase  was  too  big  for  MGSL  17 
to  purchase  at  the  time  that  the  deal  was  made  because  of  a  limitation  on  investments  by  MGSL  in  a  18 
subsidiary.   He  said  he  had  been  aware  of  some  limitation,  but  knew  no  specifics.  19 

20 
DENTON  was  shown  a  copy  of  examiners  notes  dated  April  30.  1986  that  indicated  that  the  examiner  had  21 
been  told  by  LATHAM  that  an  Arkansas  regulation  limiting  direct  investments  in  service  corporations  was  in  22 
effect,  but  had  been  waived.  He  said  he  had  no  knowledge  of  a  waiver  or  of  LATHAM  claiming  that  MGSL  23 
had  one.  24 

25 
DENTON  said  that  he  had  believed  that  the  IDC  purchase,  which  came  to  be  referred  to  as  CASTLE  GRANDE  26 
within  a  few  months,  had  the  potential  to  be  a  successful  development.  He  said  that  it  had  the  advantage  over  27 
the  earlier  MAPLE  CREEK  development  of  having  an  infrastructure  in  place,  and  that  he  thought  that  28 
MCDOUGAL  had  the  resources  to  make  it  work.  29 

30 
DENTON  said  that  it  was  his  understanding  that  WARD  was  acting  as  a  'nominee*  purchaser  in  the  acquisition  3 1 
of  the  IDC  properry,  acting  on  behalf  of  the  institution  and  carrying  the  property  at  no  risk.  He  was  asked  32 
what  he  meant  by  a  nominee  purchaser  and  said  that  he  considered  it  a  person  who  was  a  non-recourse  buyer  33 
that  stood  to  gam  by  selling  the  purchase  back  to  the  insutution.  34 

35 
DENTON  was  asked  about  the  consummation  of  the  IOC  sale  to  MFC  and  WARD.  He  said  that  he  might  have  36 
known  that  the  purchase  was  to  be  divided  between  MFC  and  WARD,  but  that  he  recalled  that,  up  until  or  37 
shonly  before  the  closing,  he  believed  that  MFC  was  making  the  entire  purchase.  He  said  that  he  believed  that  38 
he  took  a  single  draft  to  the  closing  to  pay  for  the  property.  DENTON  said  that,  had  he  known  earlier  that  39 
WARD  was  making  part  of  the  purchase,  he  would  have  taken  a  check  in  WARD'S  name  to  the  closing.  He  40 
said  that  the  transaction  was  booked  by  a  debit  to  cash  arrangement  and  that  it  was  a  week  or  ten  days  before  41 
Loan  4'2962  was  made  to  WARD  for  his  poaion  of  the  purchase.  42 

43 
DENTON  said  that  he  was  sure  that  he  prepared  the  note  that  was  loan  #2962.  He  said  that  he  was  supplied  44 
the  language  on  the  note.    He  was  asked  who  supplied  him  the  language  and  said  'I  decline  to  answer.*  45 

46 
DENTON  was  shown  an  Assignment  dated  September  1 3.  1 985  by  which  MFC  assigned  the  right  to  purchase      47 
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U>a  prooertY  nonh  of  1 45m  Street  and  the  sewer  and  water  assets  to  WARD.  DENTON  said  tnat  he  believed.  1 
but  could  not  say,  that  the  assignment  was  backdated.  2 

3 
DENTON  said  that  he  was  aware  at  soma  point  after  the  loan  #2962  was  made  that  there  was  an  4 
undocumented  understanding  that  the  proceeds  of  sales  of  WARD  owned  property  were  to  be  applied  against  5 
the  note.  He  said  that  he  also  came  to  understand  at  a  later  date  that  WARD  was  to  receive  commissions  on  6 
the  sale  of  IDC  properry.  7 

8 
DENTON  was  Questioned  about  the  payoff  of  loan  *2962  to  WARD.  He  said  that  he  believed  that  the  9 
purchase  was  'MADISON'S  deal'  and  that  it  was  to  their  benefit  to  get  the  investment  off  of  the  boou  »s  10 
soon  as  possible.  1 1 

12 
He  was  asked  if  he  knew  why  the  transactions  that  financed  a  large  part  of  the  loan  #2962  payoff,  the  13 
CASTLE  SEWER  AND  WATER  and  FULBRIGHT  purchases,  were  done  on  February  28.  1 986.  He  said  that  'I'm  14 
sure  it  was  the  urgency  of  the  examiners',  and  said  that  he  was  told  so  by  LATHAM.  He  said  that  he  was  15 
told  that  he  was  to  get  ready  for  a  rash  of  transactions,  involving  DEAN  PAUL.  FULBRIGHT,  and  CASTLE  16 
SEWER  AND  WATER  on  February  28.  1986.  17 

18 
DENTON  was  asked  if  he  was  told  that  an  examination  was  to  commence  after  February  28.  1986.  He  said  19 
that  when  he  was  told  to  get  transactions  closed,  he  did  not  need  to  be  told  that  an  examination  was  to  20 
commence.  21 

22 
DENTON  was  asked  why  a  loan  (#33591  was  made  to  cover  the  approximately  $70,000  defioency  that  was  23 
left  on  the  loan  after  the  application  of  the  CASTLE  SEWER  AND  WATER  and  FULBRIGHT  proceeds,  as  24 
opposed  to  applying  some  other  source  of  funds.    He  said  that  they  '..did.  a  piece  of  paper.  Poof.'  25 

26 
DENTON  was  shown  a  copy  of  a  page  of  notes  made  by  FHLBB  Chief  Examiner  JAMES  CLARK  dunng  the  27 
1986  examination.  Paragraph  2  of  the  notes  concern  information  CLARK  received  from  a  personlsl  at  28 
MGSL/MFC  concerning  the  option.  The  notes  indicate  that  CLARK  was  told  that  MFC  had  commined  to  29 
purchase  property  from  WARD  (by  description  the  22.5  acre  parcel  at  Holman  Acresi,  but  that  WARD  had  30 
another  buyer  and  would  not  consummate  the  sale  because  of  tax  considerations.  The  note  indicated  that  an  31 
option  was  to  be  prepared  to  replace  a  note.  The  notes  also  indicated  that  a  loan  to  WARD  was  unconnected  32 
to  the  option.  It  also  indicated  that  a  $400,000  loan  to  WARD  had  been  canceled,  and  that  two  notes  totalling  33 
$370,000  had  been  executed  to  guarantee  the  purchase  of  the  real  estate.  It  further  indicated  that  no  cash  34 
had  changed  hands  on  the  note.  CLARK'S  notes  indicate  that  he  requested  a  copy  of  the  option  when  it  was  35 
done.  36 

37 
Another  note  at  the  bonom  of  the  page,  made  by  FHLBB  examiner  DARLENE  FORD,  indicated  that  on  April  38 
29,  1  986.  she  had  spoken  to  DENTON  and  was  told  that  the  option  was  not  yet  prepared,  but  tfiat  he  wouid  39 
provide  a  copy  when  it  was  available.  DENTON  also  reportedly  indicated  that  the  notes  would  never  be  40 
funded.  41 

42 
DENTON  said  that  he  was  cenain  that  the  information  reponed  by  CLARK  did  not  come  from  him.  He  said  43 
that,  contrary  to  the  notes,  there  was  no  deed  involved  in  tne  option  transaction.  He  also  said  that  he  did  not  44 
recall  any  tax  issues  m  the  maner.  He  said  that  he  believed  that  a  statement  about  the  tax  issues  would  have  45 
come  from  WARD.  LATHAM,  or  GREG  YOUNG.  46 

47 
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DENTON  said  that  he  did  not  recall  ever  discussing  the  option  with  CU^RK.  He  said  that  he  recalled  discussing 
only  one  maner  with  CLARK,  and  that  matter  involved  mobile  homes  suoplisd  to  the  CASTLE  GRANDE 
development  by  CASTLE  INDUSTRIES. 

OENTON  said  that  he  had  no  soacific  recollection  of  the  information  raoorred  in  the  FORO  notes.  Ha  was 
asked  if  it  was  possible  that  he  had  provided  the  information  in  the  notes  to  someone  else  who  then  passed 
it  off  to  the  examiners.  He  said  it  was  possible,  but  that  he  did  not  believe  so  because  the  information  was 
incorrect. 

DENTON  said  he  had  never  attempted  to  conceal  documents  from  the  examiners.  He  said  that  he  had  no 
knowledge  of  documents  being  discovered  in  a  desk  drawer  by  examiners. 

Concerning  the  reponed  delivery  of  the  option  and  signed  and  unsigned  copies  of  the  September  24.  1986 
WARD/MCDOUGAL  agreement  on  the  purchase  of  CASTLE  GRANDE  being  delivered  to  him  on  July  11.1 986. 
DENTON  said  that  he  was  sure  that  it  was  the  unsigned  copy  of  the  letter  that  he  received  first,  and  believed 
that  he  received  a  signed  version  later  that  day.  Among  the  documents  provided  by  DENTON  was  an  unsigned 
copy  of  the  agreement  that  he  had  marked  as  received  as  received  on  July  14.  1986  from  *Seth.'  Another 
document  provided  by  DENTON  was  a  July  1 4.  1 986  memorandum  to  UVTHAM  concerning  his  understanding 
of  the  commissions  and  notes  to  and  from  WARD. 

Beyond  those  agreements  between  WARD  and  MGSL/MFC  discussed,  DENTON  said  he  was  aware  of  no 
others. 

OENTON  said  that  he  had  no  knowledge  that  the  delivery  to  him  of  the  documents  on  July  14,  1986  had  any 
connection  to  the  resignation  of  the  ROSE  law  firm  from  MGSL  matters  on  July  14,  1986.  He  said  that  he 
had  not  known  of  the  retainer  agreement  at  that  time. 

DENTON  was  asked  whether  he  was  aware  of  any  work  that  the  EDWARD  G.  SMITH  &  ASSOCIATES 
engineering  firm  did  on  the  CASTLE  GRANDE  project.  He  said  that  he  believed  that  the  firm  did  some  work 
on  the  CASTLE  SEWER  AND  WATER  protect. 
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latter,  as  required  by  the  Right  to  Financial  Privacy  Act, 
12  U.S.C.  $  3412(fJ 


TheyifnfonBation  pertaining  to  this  matter  may  K^e  been 

Srived  from  the  financial  records  of  customers  or^ 
federally  iAstlred  financial  institutionS^^^  I  hereby 
certify^hat  (A)  there  is  reason  to  believe  t>vat  these 
rec)^ds  may  be  relevant  to  a  violation  of  a  federal 

riminal  law,  and  (B)  the  records  were  obtained  in  the 
/exercise  of  RTC's  supervisory  or  regulatory  functions\ 

llefferrals  for  money  laundering  and  other  financial  crimes  m 
ilgo  be  made  in  this  manner  to  components  of  the  Treasury  Dejpart 
ner|t  (e.g.,  the  Secret  Service).  In  cases  of  referrals  to  dther 
fedferal  agencies,  the  Legal  Division  Criminal  Coordinator  ^oulM 
>e  consulted  to  ensur*  compliance  with  the  other  requirements  jst 
the  Rught  to  Financial  Privacy  Act. 


-opifts  OR  significant  criminal  referrals  should^-also  be  sent  to 
the  Of  rice  \f  Investigations,  Washington,  p.C.   Significant 


referrals  are  those  which  qualify  to  become  "major"  cases  under 
30J  guidelines:   (1)  Loss  due  to  apparent  criminal  conduct  is 
$100,000  or  more;  (2)  The  apparent  criminal  conduct  involves  a 
director,  officer,  professional  (e.g.,  attorney  or  accountant). 
ar  shareholder  of  the  institution;  or  (3)  Other  compelling  rea- 
sons (e.g.,  the  apparent  misconduct  is  part  of  a  pattern  or 
practice  involving  other  financial  institutions  or  the  V^h^ig^gr 
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MEMORANDUM 


whicewacer  crcu: 
Harcld   Ickes 


:atZ :  10   January   1S?4 

cE :  Assicnmer.cs 


Talxir.c   points    (ccunsel/MW) 

QSlA    iccur.sel/EL/MW,     1/5"! 

I-I-    pace   arr-^-er.t    why  r.c   special    crur.sel      ccur.sel,    MW) 

Hisrcry  cf   special   ccur.sels/i-deper.de.ic   crur.sels — 
.ccur.sel,     1/5) 


rcr.clcc-y"     (ccur.sel,    =L,    MW) 


G)/ 


■'-''^'iH^nc  -.»A^  ;^v»> 


Cp   ed   piacs    (ccur.sel,    =L,    MW   \/Z',-^ 

Respcr.se  tc  Safire  piece  (ccur.sel,  z.1..    MW  1  ,/?>''sc^5^^^- 

Merr.c  c.i  i.-.depe.ide.'tc  ccur.sel  scacuce  (ccur.sel  1/5) 

Syr.cpsis  cf  Wr.itewa~er,'Madiscr.  Guaranty  ~atter 
.'ccu.-.sel,  5L,  MW,  l/7> 

Memc  re  statute  cf  liT.itaticr.s  fcr  civil  actic.ns 

(ccu.-.sel  -  assigned  1/3*) 

Review,  en  daily  basis,  all  articles  frcm  aia;cr 
newspapers  and  stateme.nts  made  en  .Tiajor  electrcnic 
media  re  Whitewater  and  prepare  memo  tc  te  prompcly 

^;^,-.-;^-a^  -_  -v.a  ,^^,-,.p  _3,_-^-;.„f^ •  -ar-— -^.zk-'  oc    etC  . 

(ccunsel,  SL,  MW) 

Ccntact  select  memcers  cf  Ccngress  accut  public  supper' 
-— PSi '- '■ ■'  ' 


•.ese  cates 


>r  tc  t.ne  cate 


crart  cccume.nt . 


:s  date  the  assicnment  was  made 
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^'^searcr.  issue  c:  wr.echer  tr.er.  Governor  Clinccr.  used 

cclirical  cr  ccher  pressure  co  see  that  Madiscr. 

3uarar.zy  be  given  special  ccnsideracicn  (counsel,  3L, 
=  5,  .MW  -  assignee  1,7; 

Reference  m  1/8  press  ::hac  Chris  Wade,  Ar.kansas 
realcor  has  dccur.enc  re  whi-ewacer,  tuz   won't:  release 
unljGj  "rcsaiae.-c  riin;;n  asirs  f^r  :!.e;ii  lc  be  released 
I'MW  -  assigned  1/8) 

.Merr.c  re  failure  co  rake  ceducuion  on  cax  recurn  for 
Whicewac.e.r_iosjse5  uMW  -  asajj^ned-.l/J-L 


S  02076: 
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S   020576 
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Ms.  Oonna/  Hannsman 
Of  fie*  of!  L«qal  Couns«l 
Executivai  offica  tor   U.S 
Main  Justlca  Baildinq 
Washington,  D.C.   20530 


Afcornays 


Ra:      RTC  Referral   C0004 


Dear  Ms.\  Hennaaan:  /         / 

\      \  / 

This^us  ^a  follow-up  to  ay   latter  of  Octobajr^6,    199^2,    which   I 
believe  wak^ previously   sent   to   you.      If   not^^^a   copy   is   anplosed. 


\. 


RTC  offi^als  have  again  contacted  "Utis  uffice  following  an 
FOIA  request  upon  thaa  by  some  aembar  of  the  Little  Roc)c  media. 

RTC's  contact  with  us  was  to  determine  the  position  of  this 
office  regarding  their  response  to  the  FOIA  reqpiest.  Specifically, 
RTC  wanted  to  )cnow  if  a  production  of  referral  documents  would 
affect  our  investigation. 

The  purpose  of  this  letter  is  to  clarify  any  possible 
confusion.  ^ 

P  ^  ^ 

?llrs^,  w«  hava  no  investigation  ongoing.   Second,  we  have 

inf ormad\  BTC  of  this  and  f uzther  suggested  they  should  follow  the 

appropsi«^«  FOIX  lav  in  responding  to  the  request,  j  I^balieve  this 

RTC  inquixqg^  Batea  it  appropriate  for  aa  r«  n^^te^  yoU  as  to  the 

present!  ■'taCua  of  the  aiMva  referral. 


Oxir  poaition  as  related  in  the  enclosed  letter  of  October  16 
is  self-explanatory.  As  previously  Incl^*"*^*^, — it  leeaa^  prudent 
that  a  liairtea  preliminary  investigation  of  allegations  pertinent 
to  Mr.  iand  Mrs.  McOougal  and  Ms.  Anspaugh  should  be  considered. 
The  taxing  of  302 's  from  these  individuals  should  determine  whether] 
there  is;  merit  to  substantiate  further  investigation. 


'CM^. 
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Pag*  2 

January  27_j_  199  3 


1  b«li«v«  thi«  offlc«  haa  a  conflict  of  intarast  in  conducting 
an  invaatigation  or^,pr««anting  in — indictaant  \gainsr  th«s« 
individua/la .  Prev^^otia  prosacution  of  Mr/"7«;0ougal  knd  two  other 
dafendanta  rasuLtid  in  a  not  guilty  vardict.^^varalXallagationa 
suggesting  political  proaacutiona  vara  mad*  outing  \tha  trial. 
These  were  p^antly  falsa  but  a  second  invaatigatlon/i»po«ecution 
could  iiasily  give  tha  appearance  of  inappropriataXaotivation  by 
this  offic*.  \ 

I   would  appreciate   and   expect   that   any   decision   of 

inveatig&tion,  indictaent,  prosecution  or  declination)  be  the 
reaponsibilitr  of  the  Dapartaent  of  Justice.  I  have  ;raaigned  ay 
poaition  as  United  States  Attorney  affective  March  1,  i993,  and  aa 
separating  service  with  the  Departaent  of  Justice  that  iate.  I 
will  be,  happy  to  transfer  the  RTC  wor)cpapers  or  aaJca  thea  available 
for  your  ravitw. 

Best  Regards,         /'    / 


/^T^uJ^yA  4^_ 


odQilzs  a.  -bXkks 
United  Stal 


C3/bw 


v\ 
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Me  mo  ran  chid 


/ 

SAC,    LITTLZ 


SSA  S7SVEN   D.    IRONS 


/1/93 


THOMXS    H,    JUTOKJtSON; 
STAi. 

,00:      LITTli   ROCX 


Cn  9/24/93,  a  meAting  waj  held  Co  discuss  capcion«d 
matter  at  the  United  States  Attorney's  Office  (USAO) ,  Eastern 
District  of  Arlcar.sas  (EDAR)  .   Present  from  the  USAO  were/  Onitad 
States  Attorney  (USA)  PAULA  CASEY,  Assistant  United  Stacee  / 
Attorney  (AUSA)  MICHAEL  JOHNSON,  Chief  of  the  Criminal  Sectior., 
and  AUSA  FLETCSER  JACXSON.   Present  from  Che  Bureau  were  ASAC 
W>iI7E:-i£AD,  SA  REIGN,  FA  HALL,  and  writer. 


\The\  aeeting  was  held  to  accomplish  two  oi^jectives.   The 
USA  wanted ^o^eteraine  if  she  would  have  to  reptfse  herself  frcr. 
the  matter  due  "to  her  close  friendship  wich^-JTM  QUY  TUCXZR>-, SETH 
w;jlD,  and  STEPHEN  SMITH.   The  Bureau  wanted  to  voice  its    ! 
ohjecticn  to  tBe/lnanner  in  which  AUSA  JACKSON  was  limiting  its 
investigative  efforts,  conducting  investigation  on  his  own,  and 
to  press  for  all  docoments  of  Madison  Guaranty  Savings  and  Loan 
(.yOSLJ  to  be  obtained  from  the  Resolution  Trust  Corporation 
(RTC) . 

After  hearing  the  estimation  of  both  writer  and  AUSA 
JACXSCN  on  the  involvement  of  TUCKER,  WARD,  and  SMITH,  USA  CASEY 
advised  she  would  have  to  recuse  herself  and  only  had  to  decide 
the  best  time  to  do  so.   She  referenced  claims  made  by  subject 
CAVio  KALE  in  Bcdia  outlets  that  she  was  being  unfa^Ir  due  to  her 
political  or  other  affiliations.   While  she  resented \chose 
accusations  and  realized  recusing  herself  night  b«  niainterpreted 
by  some  as  giving  merit  to  HALS' s  accusations,  CASEY) f^lt  the 
irust  not  hear  any  details  concerning  the  above  indi^du'als. 
However,  shir  saw  ziu  iuuiiediate  need  lo  publicly  advise  ot.  her 
recusal  and  preferred  to  wait  until  a  nora  opportune  tim«  from  a 
public  relatiess  standpoint.   AUSA  JOHNSON  alao  discuased\the 
pcssibllity  the  Departatent  of  Justice  would  taJce  all  or  part  of 
the  case  dtio  r.n   the  mention  of  BILL  CLINTON  by  HALS. ' 


SCI/sdi 
(2) 
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/ 
October    IJ,    1993 


Ma.    Dann«   Hennem«n.    Ethioa-Proqrain   Manager 
Execuci-we   Office    toc-'O.    S.    Accornaya 
Def)*rcaenc    Of    Ju»elc«,    Room    164  3 
lOtn   i    ?ennayly»iii.a.    H.    W. 
Waaninqron.    p^   C.       20530 


/ 


Madi.aon  Guaranty    Savmqa    6    Loan.    Little    Rock,    Arkanaa.  \ 

CriiDLnal    Referrals    auDn,i.tted   by   the   Reaolution   Tr^Jat    Corporation 


:ear  3onna: 


\ 
jeec  to  recal,\ 


On  tlje  Oaaia  or  our  recent  converaat ion .  and  per  your  raqu*-^  to  ^ec.iv-  .^„ 
enumerated  aa  follow.:  ^^^   ""  °^  reference,  tne  referral,  |  are 


Referral 
Referral 
Referral 

Referral 

Referral 

\     ',  Referral 

\     \  Sarerral 

\    \Referral 

\    Wferral 


730CR0190 
7  30CR0192 
730CH019S 
730CR0196 
730CTl019a 
730CR0199 
730CH02C3 
7  30CRO210 
7  30CH0211 


/ 


J 


tarlan..a      li^^     que.t.ona  or   require  additionai-^n<onn,vxpn   regarding  'the 
foregoing   Ev^e.-a  do  not  he.icate  to  contact  m,    at  (816)  968-7237   or  i'  I 
"cr'n   -?!!;  ^"P-^"^"-'  rnveatigator  Lee  Auaen  at  ,816,  968-7243   or  L.  rIcL 
.orio.  .-leid  Inveatigationa  Office  at  <ai6)  968-7212. 

Very  iruly  youra. 


L.  ^eajT  Lewia 


Senior  Cruninal  Thveatigator 

Kanaaa  City  Office  of  Investigations 


L.  Ric.lard  lorio/Field  Inveatigationa  Officer/KCO  \  . 

lie  Auaen/SupervLsory  I.nvest  igator /Criminal  Inveat  igationa/KCO 


\ 


■i^XX)  fckan  S/rae/.  Sutta  2C0.  Kansca  CV  Mlactjn.  Ci^l  12.  (8  l<iiS31-Z2 1 2' 
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RPTS  BLAZEJEWSKI 
DCMN  GALLAGHER 


COMMITTEE  ON  BANKING  AND  FINANCIAL  SERVICES 
rr-MOUSE-OF~aEPRESENTATIVE 
WASHINGTON,  D. 


DEPOSITION  OF  PAULA  CASEY 


Thursday,  SepteraBer  28/  1995 


Washington,  D.C. 


The  deposition  in  the  above  matter  was  held  in  Room  714, 
O'Neill  House  Office  Building,  commencing  at  10:10  a.m. 
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Investigators  which  would  warrant  the  initiation  of  a  criminal 
investigation . 

Do  y^w^ecall  what  you  did  to  review  the  referral? 

I  am  sure  I  looked  at  the  Mark  MacDougall  memo  and 
the/fcover  memo  fx^nrtjack  K.6erreyT-.~that  had  bee^i  written  by  Jack 
Kfi^eney . 


Do  you  think  that  or  do  you  recaisl  actaally  going 
'back/and  looking  at  the  exhibits  that  accompanied \the 
referral?  - 

A    No.   The  exhibits  that  accompanied  th^  referral  were 
noit  in  my  office,  I  don't  believe. 

Q     How  long  would  you  say  you  took  to  complete  your 
:e^Aiew? 

A    I  have  no  recollection. 

After  reading  the  documents  frojji^the  ofepartment  of 
Justf^e,\did  you  discuss  them  with--*rtyone  in  your^ffice? 
A  ^^   With  Michael  Johnson  I  am  sure. 
Q     I  am  handing  you  now  a  copy  of  Mr.  Keeney's  memo 
that  you  just  referred  to  as  well  as  a  copy  of 
Mr.  MacDougall's  memorandum.   I  don't  know  where  the 
difficulty  with  t.^e  copying  Bates  stamp  numbers  comes  in  so  I 
"will  identify  this  document  as  a  March  19  ^memorandum  to 
Douglas  Frazier  from  John  Keeney  on  top  of  witat  is  called  a 

tarigjg  cOTitrol  data  sheet 


}ouglas  Frazier  from  John  Keeney  on  top 

V 

n^Y>^T-rniPnr  nf  Justice  executive  secre 

with  a«Bates  stamp  number  of  006677  and  a  five-jiage  document 
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U,S.  Departmt/^  '  Jusiice  'rrZ     . 

Office  of  ihe  Associate  AriOrnc>-  Gcnesf^- 


:  Aoamn  Gocni 


Novenser 


MEiORAKDUK  FOR  7KI  ATTORNZY  G2MESAL 

i  DEPUTY  ATTOR.MEY  GENERAL 

i    '      ^A^ING  ASSISTANT  ATTORNEY  GZHZIUa 
FOR  CRIMINAL  DIVISION 


FROM: 

SUBJECT: 


Webb  Kutibell 


Recusal 


./. 


/   / 


This  aesorancua  will  ccnfira  prior  discussions  2^ had /wirh 
Ir'/  Nathan  regarding  any  pending  satcer  dealing  wi^tt  Madison 
Guaranty  Savings  and  Loan  or  Mr.  &  Mjrs.  Jaaes  Mc^cuqal.   I\a= 
recusing  ay_se\f  Jrcs  any  aatter  regarding  th^^c^^         ^ 

Upon  furthervthought  and  consultation  with  David  Margolis,  I 
Relieve  that  the  Office  of  the  Associate  Attorney  General 'should 
be  recused  on  any  of  these  aatters ,  and  I  will  inst—jct  ay  staff 
that  we  are  all  recused;  even  though  it  is  very  unlikely  that  any 
of  thea  would  be  contacted  or  consulted. 


Irv  Nathan 
Jo  Ann  Harris 


n  1  c3i:3 


TZA-M   0  0C917 
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THE  WHITE  HOUSE 

WASH  I NGTON 

January  29,  1996 
BY  HAND  DELIVERY 

Robert  J.  Giuffra,  Jr.,  Chief  Counsel 

United  States  Senate 

Special  Committee  to  Investigate  Whitewater 

Development  Corporation  and  Related  Matters 
534  Dirksen  Building 
Washington,  D.C.   20510-6075 

Dear  Bob: 

I  am  transmitting  with  this  letter  additional  White 
House  records  (Bates  Nos.  S  020292  -  S  020320,  S  020391  - 
S  020416)  responsive  to  the  subpoena  received  by  the  White  House 
from  the  Committee  on  October  31,  1995.   Documents  S  020292  -  S 
020310  are  handwritten  notes  of  Mark  Gearan. 

Pursuant  to  the  Committee's  Security  Procedures,  we 
request  that  these  documents  be  treated  as  "Highly  Confidential." 
We  would  appreciate  the  opportunity  to  discuss  with  the  Committee 
the  basis  for  our  request  in  the  event  the  Chairman  and  Ranking 
Member  consider  redesignating  any  of  this  material. 

Please  feel  free  to  call  me  if  you  have  any  quections. 

Sincerely  yours. 


Jane  C.  Sherburne 

Special  Counsel  to  the  President 


Lance  Cole 

Democratic  Deputy  Special  Counsel 
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THE  WHITE  HOUSE 

WASH  INGTON 

February  20,  1996 


Bv  Hand  Delivery 

The  Hon.  Alfonse  M.  D'Amato,  Chairman 
The  Hon.  Paul  S.  Sarbanes,  Ranking  Member 
United  States  Senate 
Special  Committee  to  Investigate  Whitewater 

Development  Corporation  and  Related  Matters 
534  Dirksen  Building 
Washington,  D.C.   20510-6075 

Gentlemen: 

On  February  15,  1996,  the  Committee  requested  all  notes 
that  may  have  been  kept  by  Deputy  Chief  of  Staff  Harold  Ickes  of 
Whitewater  response  group  meetings  that  he  ran  in  early  1994. 
Other  than  the  memoranda  titled  "Assignments"  (S  020819-20  and 
S  020888-89),  Mr.  Ickes  did  not  retain  notes  that  he  may  have 
taken  at  these  meetings. 

In  the  course  of  searching  for  this  material,  however, 
over  the  weekend  we  located  additional  documents  responsive  to 
the  Committee's  October  30,  1995  subpoena.   This  material  is 
enclosed  ard  identified  as  Bates  S  020789-903.   Two  of  the 
documents  among  this  material  had  been  provided  by  Mr.  Ickes  to 
the  Counsel's  Office  in  March  of  1994.   Unfortunately,  in  the 
course  of  our  review,  we  mistakenly  overlooked  them.   (S  020789- 
794.) 

As  to  the  remainder  of  the  material  produced  today,  all 
from  the  early  1994  period,  Mr.  Ickes  was  under  the  mistaken 
belief  that  this  material  had  been  provided  to  the  Counsel's 
Office  and  his  private  counsel  in  March  of  1994.   As  a  result, 
this  material  was  not  identified  by  Mr.  Ickes  in  response  to  this 
Committee's  October  1995  subpoena. 

We  regret  that  we  failed  to  identify  this  material 
sooner.   In  order  to  be  able  to  assure  ourselves  and  the 
Committee  that  there  has  been  no  other  oversight,  we  have 
undertaken  to  verify  that  all  relevant  documents  provided  to  the 
Counsel's  Office  by  White  House  staff  beginning  in  March  1994 
have  been  reviewed  and  produced  to  this  Committee  if  responsive. 
Further,  we  are  confirming  that  White  House  files  of  certain 
former  White  House  officials  have  been  reviewed.   We  are  working 
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I'he  Hon.  Alfonse  M.  D'Amato,  Chairman 
The  Hon.  Paul  S.  Sarbanes,  Ranking  Member 
February  20,  1996 
Page  2 


to  complete  this  verification  quickly  and,  in  the  event  we 
Identify  any  other  documents,  we  will  provide  them  to  the 
Committee  promptly. 

Among  the  documents  produced  today  are  two  lists  of 
material  maintained  by  Mr.  Ickes  (S  020849-850  and  S  020899-900) 
Most  of  the  material  referenced  on  these  lists  already  has  been 
produced  to  the  Committee.   We  have  included  with  this  production 
the  few  Items  on  the  lists  that  are  responsive  and  are  not 
Identical  to  documents  that  have  already  been  provided.   We 
believe  the  remainder  of  the  material  is  not  responsive  to  the 
Committee's  subpoena.   However,  if  you  have  any  questions  about 
the  redactions  or  the  material  that  we  determined  is  not 
responsive,  I  am  willing  to  review  that  material  with  you  or  your 
staff  at  your  convenience., 

•  ^^"^lly*  Document  S  020817-818  contains  a  notation  in  ' 
the  President's  handwriting,  which  we  have  redacted.   The 

h^^o^^??  l^^^V-       ".^^"^   ^^  ^^''"'^"  ^^^""  ^=^^s  BL  -  I  wish  he  were 
here  all  the  time!"   As  we  have  done  previously,  we  are  happy  to 
show  you  or  your  staff  an  unredacted  copy. 

Pursuant  to  the  Committee's  Security  Procedures,  we 
request  that  all  of  these  documents  be  treated  as  "Highly 
Confidential."   We  would  appreciate  the  opportunity  to  discuss 
with  the  Committee  the  basis  for  our  request  in  the  event  the 
Chairman  and  Ranking  Member  consider  redesignating  any  of  this 
material.  -3        j      '.    ^.i^j.^  . 

Please  feel  free  to  call  me  if  you  have  any  questions. 
Sincerely  yours. 


Jane  C.  Sherburne 

Special  Counsel  to  the  President 


Enclosures 


oounuiAjQUAU 
iU  luuiium  sruzrNW 
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HOGAN&HAKISON 


March  1.1996 


BY  TELECOPIER 

i 
Bobert  J.  Giiiffra.  pr. 
Chief  Covuuel 

United  States  Seaata  Committee 
on  Banking,  Housing  and  Urban  Affairs 
Washington,  DC  20510-6075 


Ee:  I  Document  Prodnctioa  of  Bruce  R.  Lindsay 

Dear  Bob:  j 

! 
This  letter  is  to  supplement  this  firm's  letters  to  you  of  October  24, 
1995  and  November  2, 1995  regarding  your  document  request  to  our  client,  Bruce 
R.  Lindsey. 

Following  a  recent  Senate  Committee  hearing  in  which  questions  were 
raised  as  to  whether  a  January  10,  1994  memorandum  £rom  Harold  Ickea  was 
copied  to  other  White  House  officials  and  whether  they  had  produced  their  copies  of 
such  document  iniresponse  to  the  Committee's  request,  Mr.  Lindsey  and  this  firm 
undertook,  a  review  of  all  our  prior  document  productions.  With  respect  to  the 
January  10,  1994!memorandum  from  Mr.  Ickea,  we  found  that  an  identical  copy  of 
the  document  produced  to  the  Committee  by  Mr.  Ickes  was  in  Mr.  Liiuisey's  White 
House  files  and  had  been  produced  by  Mr.  lindsey  to  the  White  House  Counsel's 
office  in  Jonuaxy  1995  for  review  with  regard  to  executive  privilege  and  other 
issues.  I 

In  the  course  of  this  review  we  have  identified  two  other  documents  in 
our  filee  which  inadvertently  were  not  produced  to  you  or  the  White  House 
Counsel's  office  earlier  and  which  are  attached.  First,  while  Mr.  Lindsey  previously 
informed  your  oomjnittee  that  he  did  not  recall  talong  any  notes  at  a  November  5, 
1993  meeting  with  David  Kendall  and  other  cotinsel  for  the  President,  our  recent 
review  has  located  some  very  brief  handwritten  notes,  set  forth  as  Attachment  A 
hereto,  which  MrJ  Lindsey  did  write  at  that  meeting  but  did  not  previously  recall 
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Bob«rt  J.  Ouiffra. 
March  1, 1996 
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As  you  will  aae,  tliesa  biief  notst  ix8  oomplatoly  ooniutanC  with  tha  tastimoay  of 
Mr.  Liiuifiay  and  dthara,  and  tha  Kaonady  notaa  of  tha  same  meeting  ptesantad  to 
your  Committee  aibout  that  meeting. 

In  a(^dition,  the  document  set  forth  aa  Attachment  B  hereto  was  alao 
juBt  discovered  by|ua  and  we  understand  represents  Mr.  Lindae/s  handwrittan 
notes  of  conversations  with  Bill  Kennedy  and  Jim  Lyons  in  the  £ail  of  1993,  which 
were  precipitated  ^y  a  press  inquiry.  The  first  seven  lines  of  these  notee  reflect 
what  Mr.  Kennedy  informed  Mr.  Lindsay  that  Mr.  Randy  Colaman  had  said  to  Mr. 
Kennedy  in  a  telephone  conversation.  Tha  next  two  lines  reflect  disiniMinn  between 
Mr.  Kennedy  and  Mr.  Lindsey.  The  laat  four  lines  relate  to  a  separata  telephone 
conversation  betwieen  Mr.  Lindsay  and  Mr.  Lyons.  Again,  I  understand  your 
committee  has  heard  testimony  regarding  what  Mr.  Coleman  asserted  to  Mr. 
Kennedy,  and  these  recently  discovered  notes  are  completely  consistent  with  that 
prior  testimony.  We  do,  however,  regret  that  the  attached  documents  ware  not 
identified  emd  produced  to  your  Committee  earlier.  Mr.  Lindsey  would,  of  course,  be 
prepared  to  respond  to  any  questions  you  may  have  about  these  matters. 
I 

We  have  not  produced,  of  course,  attorney-client  privileged  documents 
reflecting  either  Mr.  Lindse/s  communications  with  this  firm,  or  his  attorney-client 
privileged  communications  with  private  counsel  for  the  president. 
I 

Sincerely  yours. 


Allen  R.S 


Lance  Cole  J  Esquire 

Democratia  Deputy  Special  Counsel 

Jane  Sherbiurne,  Esquire 


AES/lsw 
Enclosures 


588 

THE  WHITE  HOUSE 

WASH I  NCTO  N 


January  17,  1994 


MEMORAKDUM  FOR  HAROLD  ICXES 

DEPUTY  CHIEF  OF  STAFF 

FROM:  W.  NEIL  EGGLESTON 

ASSOCIATE  COUNSEL  TO  THE  PRESIDENT 

RE:  STATUTE  OF  LIMITATIONS  IN  ACTIONS  BROUGHT  BY  THE 

CONSERVATOR  OF  A  FINANCIAL  INSTITUTION 


There  has  been  substantial  discussion  by  Republican 
MomVuiT-g  nf  Congress  about  the  statute  of  limitationg^to  recover 
against  those  who  may  have  coomitted  a  tort  or  breach  of!  contract 
involving  a  financial  institution  that  has  since  been  tzdcen  over 
by  the  Resolution  Trust  Corporation  ("RTC") .  I 

y Title  12,  Unimd  States  Code,  Section  l-44j.a,  was 

amended  by  the  Resolution  Trust  Corporation  Completion  Act, 
signed  by  the  President  on  December  17,  1993.   (A  copy  of  the 
_pertinent  section  of  the  amendment  is  attached.)      ,  ' 

That  Act  extended  the  statute  of  limitations  from  three 
to  five  years  for  torts  committed  against  financial  institutions 
that  have  been  taken  over  by  the  RTC.   Thus,  the  RTC  must  bring  a 
tort  claim  within  five  years  after  it  was  appointed  a  conservator 
or  receiver. 

For  the  purpose  of  the  extension  of  the  statute  of 
limitations,  the  Act  defines  a  tort  claim  as  "a  claam  arising 
from  fraud,  intentional  misconduct  resulting  in  unjust 
enrtchnent,  or  intentional  miGConduet  rooul^iBg--tn  substantial 
loss  to  the  institution."   (This  definition  is  narrower  than  the 
traditional  definition  of  a  tort.)  \ 


^  rne  statute  of  littltatlon's~for  breacli  u£  conLract 

claims  is  six  years  after  the  institution  was  taken  over  by  the 
RTC.   12  U.S.C.  Sec.  1821 (d)  (14)  (A)  (i)  (I)  . 


II 

803908 


589 

Madison  Guaranty  was  taken  over  by  the  federal 
government  on  or  about  March  2,    1989.   As  a  result  of  the  new 
Act,  if  the  RTC  sues  on  a  covered  tort  claim,  the  action  oust  be 
brought  by  March  2,  1994.   Without  the  new  Act,  the  statute  of 
limitations  for  all  tort  claims  would  have  expired  on  March  2, 
T992.   If  the  RTC  sues  on  a  contract  claim,  the  action  mast  be 
'brought  by  March  2,  1995.  - 

\ 

^—-__ The  type  of  action  brought  against  outsiders  in 

financial  institution  cases  is  usually  a  tort  claim". 

The  statute  of  limitations  for  criminal  violations 
involving  a  financial  institution  is  ten  years  from  the  date  the 

crime  occurred .^ — 18  U.S.C.-  Sec.^293- The -date  that  the 

institution  was  taken  over  by  the  government  is  not  relevant  to 
the  computation  of  the  criminal  statute  of  limitations. 

W.N.E. 
cc:   Bernard  W.  Nussbaum 


w 


\ 
\ 


\ 
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103   P.L.    204,    'l:    1993    S.    7141 
107    Stat.    2369 


(3)   Comp«titlv«  bidding. — Tlta  Adninistrator  of  General  Services,    in 
compliance  with  regulations  ot   the  Resolution  Trust  Corporation,   aav  bid  on 
property  described  in  the  notice  required  under   paragraph    (1)    that  is  otherw 
subject  to  competitive  bidding. 


t«4l         Sec.    4.    EXTEMSIOH  OP  STATUTE   OF   LIMITATIONS. 


^ 


(a)  \In  General. — Section  21A(b)  of  the  federal  Home  Loan  Bank  Act  (12  U.S 
1441a(b))  is  amended  by  adding  at  the  end  the  following  new  paragraph: 


;  "(14)  Extension  of  statute  of  liaitatlons.— 

«— ^  "(A)  Tort  actions  for  which  the  prior  limitation  has  run.— 

^.  "(i)— In-general.— In- the  case-of— any- tort- claia-- 

-  "(I)   which  is  described  in  clause    (ii);   and 

"(II)  for  which  the  applicable  statute  of  linitations  under  sect 
ll(d)(14)(A)(ii)  of  the  Federal  Deposit  Insurance  Act  has  expired  before  the 
date  of  enactnent  of  the     Resolution  Trust     Corporation     Conpletion     Act: 

the  statute  of   limitations  which  shall   apply   to  an  action  brought  on  such 
clali^-by  the  Corporation   in  the  Corporation's   capacity  as  conservator  or 
receiver  of  an  institution  described  in  paragraph   (3)  (A)   shall  be  the  period 
determined  under  subparagraph   (C).  >     ! 

.  y^  /~^il)   Claims  aescilLied. — A  tort  claiii  referred"^  in  clause   (i)(I) 

with  respect  to  an  institution  described  in  paragraph  (3)  (A)  is  a  claiii  aris 
from  fi;aud,    intentional  aisconduct  resulting   in  unjust  enrichnent,   or 

_^Tytentlonal  misconduct  resulting  in  substantial   loss  to  the  institution. 

/*(B)    Tort  actions   for  which  the  prior   liaitation"fi^  not  run. — 

"(i)    In  general.— Hotwithstanding  section  ll(d)fl4)(A)   of   the  Fede 
lOepostt  Insurance  Act,    in  the  case  of  any  tort  claim —  — 

'  "(1)   which  is  described  in  clause    (ii);   and 

"(II)   for  which  the  applicable  statute  of   limitations  under  sect 
ll(d)(14)(A)(ii)   of  the  Federal  Deposit  Insurance  Act  has  noj  expired  as  of 
date  ~of  enactment  of  the     Resolution  Trust     Corporation.    Completion     Act; 

the-  statute  of   limitations  which  shall   apply  to  an-  action  brought  on  such 
claim  by  the  Corporation  in  the  Corporation's   capacity  as  conservator  or 
receiver"^f  an   inotitutlon  described   in   paragraph    (T)-(-X)    shall  be  the  period 
determined  under  subparagraph   (C).  \. 

"(it)   Claims  described. — A  tort  claim  referred  to  in\ clause   (i)(i; 
with  respect  CO  afl~tn5rttut.ion  describnU   in  paiacjtaph   (3)(A)   ts  a  clain  aris 
from  gross  negligence  or  conduct  that  demonstrates  a  greater  disregard  of  a 
of   care  than  gross  negligence,    including    intentional   tortious  conduct  relati 
to    the    institution. 
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^   "(C)    D«ter»lnatlon  oC   period. —The  period  detemined  under  thi« 
!^S:r"2"?'*-'°^  *"'  "'"'■  "^^  "''^^  .ut.paragr.ph    (A,    or   (STaSSrea'Sha'u   t>. 

A   ^^      •    _^"'^'    ^'^*  5-year  period  beginning  on  the  diite  the  clai™  accr-.ien   fac 
deter.ined  pursuant  to  section   U(d)(14)(8)   of  the  Federal   Deposit  Insuraice 

i     \    "(ii)    the  period   applicable  under   State    law   for   such  claim. 

;      "{D7~"ScbV«  Oli   <ipplii,dl.iu». — ihibtJUiu.ji.aph3    {A)    and-rBi    shall   njt   «nr,iv 

SnLJ^iS^ecSto!;  j^,j-«;f  t -"«•  the"dTt;irSrS;!;2ti^i  IT'^^.'^cl-r^iii 

inserting  -(other  than  a  clai.  which  is  subject  to  section  ItifbH!"?  or ^e 
FederaJ^Ho.e  Loan  Bank  Act)-  after  -any  tort  claia".       2lA(b)(14)  of  the 

f'Sl    Sec.  5.  LIMITATION  ON  BONUSES  AND  COMPENSATION  PAID  BY  tht-  srr  iim 
THRIFT  DEPOSITOR  PROTECTION  OVERSIGHT  BOARD.    "'^^^^^^'^   PAID  BY  TiU.   RTC  AND 

i^Atl    ?"  ''*"*5!i":'^**'*j''"  ^^*  °^   ^^^   Federal  Home  Loan  BanX  Act  '12  L'  -  c 
^M^  2;:^?  amended  by  adding  after  subcection  (w)  (as  added^y  sectioS  liai  o. 
this  Act)  the  following  new  subsection:  "r^e^-tion  -na)  oi 

"(*)  Limitation  on  Excessive  Compensation  and  Cash  Awards.-- 

"(1)  Establlsthnent  of  performance  appraisal  system  reauired  — Th. 


i  "(.Z)  Procedures  for  payment  of  cash  awards.-- -~„^   ' 

"(A)  In  general.— Sections  4502,  4503.  and  <505a  of  tin.  ^     ii,,;.-^ 
Statea-code,  shall  apply  with  respect  to  the  Corporation.    ^         '  ^ 

"(B)  Limitation  on  amount  of  cash  awards.— Por  purooses  of  datornim 
the  amount  of  any  performance-based  cash  award  payabl-  tr^Jemplovee^^ 
Slf^'^oai^ll/^^'^  '^^""  ''°'*  °'  ^'^^^   5,  Dhit^d  State!  cSde^rt^ount^ 

~vah^  f„^  ?    ,  r   ^'^k""  "^^""^   "  ^""^  "^^  '^''^  *""«*^  rate  of  basic  pay 
payable  for  level  I  of  the  Executive  Schedule.  "«>i^  k«y 

■"(J)  All  other  cash  awards  and  bonuses  prohibited.— Exceot  as  nrovidi.d 

"(4)  Limitations  on  cash  awards  and  bonuses.— No  enolovee  s'^all  receiv 
to  ta)ce  a  position  in  the  private  sector  before  the  payment  of  such  cash  awa 
aft«"recernt''«r'^  employment  in  Uie  private  sector  nit  later  than  ToVy. 
axter_.receipt  of  such  award  or  bonus. 
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HEADLINE:  Clinton  Appoints  Cutler  in  Rambling  News  Conference 

GUESTS:  Pres .  BILL  CLINTON;  LLOYD  CUTLER,  White  House  Counsel;  Sen.  ROBERT  DOLE, 
(R-KS) ; 

HIGHLIGHT : 

Pres.  Clinton's  appointment  of  Lloyd  Cutler  at  an  extended  news  conference  shows 
a  new  aggressive  strategy  by  the  president  m  defending  himself  against  charges 
in  the  Whitewater  scandal. 

BODY: 

JUDY  WOODRUFF,  Anchor:  President  Clinton  turns  to  a  White  House  veteran  for 
help. 

FRANK  SESNO,  Anchor:  Can  Lloyd  Cutler  calm  the  critics  and  answer  the  many 
questions  surrounding  what's  known  as  Whitewater. 

WOODRUFF:  Thank  you  for  joining  us.   President  Clinton  has  made  it  official. 
Less  Chan  two  hours  ago,  as  expected,  he  announced  chat  he  had  selected  veteran 
Washington  lawyer  and  political  insider  Lloyd  Cucler,  co  cake  over  Che  30b  of 
White  House  special  legal  counsel  and,  co  help  handle  the  growing  controversy 
over  Che  WhiCewacer  affair.   The  appointment  comes  just  three  days  after  Bernard 
Nussbaum  was  pushed  out .   We  get  more  from  our  Senior  White  House  Correspondent 
Wolf  Blitzer  who  joins  us  now.   Wolf? 

WOLF  BLITZER,  Senior  White  House  Correspondent:  Judy,  early  in  is  administration 
when  he  found  himself  in  trouble,  Che  president  turned  to  Washington  insider 
David  Gergen.   Today  he  turned  to  anot.her  Washington  insider  to  help  him  get 
over  the  Whitewater  Jiess. 

President  Clinton  named  veteran  Washington  lawyer  Lloyd  Cutler,  his  special 
counsel,  playing  down  c.he  latest  disclosures  of  previously  unreported  contacts 
becween  Whice  House  officials  and  govemmenc  regulators  on  the  Whitewater 
investigation . 

Pres.  BILL  CLINTON:  Based  on  what  we  know  now,  and  remember  I  asked  everybody  cc 
go  find  out  everything  chey  could  find  ouc .   Any  contacts  were  incidental  and 
were  follow  up  conversacio.-is  which  had  noching  to  do  with  the  substance  of  c.he 

RTC  investigations. 
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BLITZER:  Following  Che  forced  resignation  of  White  House  counsel  Bernard 
Nussbaum,  the  president  reached  out  to  the  76-year  old  §utl«  as  ol^t  of  a 
his^presilen^J"  "°"^^  "'"^'^   =°""°^  °P-"^-  anxious^^^'rLtore^conf^L^ce  in 

dHTrf.^'T^^*','^^"  ^*'°":  ^  ''^"'=*'*  ^  ^^°y'^   ^'^l*'^  I^ind  of  lawyer.   So  I  just 
decided  I  would  go  to  the  original  first  and  see  how  I  could  do.       ^ 

LLOYD  CUTLER,  White  House  Counsel:  In  government  as  in  other  aspects  of  lif^ 
^^^n  t-  Ts--.ll   Sat^t^^t  ^t^.^^^--    ^   P-^-  "^e-  "  ^^^^hat 

H^^l^^^aS^i^ss^o^  w!n1e^to=d:il^C^?h^Jhe"!JhI^e:!°tlr  lll.'l^l   ^°n1V°"^^^ 
prospect  of  yet  more  grand  jury  subpoenas  and  Jon^ressionai'tlearings'^'"^  '"^^ 
Independent  counsel  Robert  Fisk.  has  urged  Congrels  not  to  hold  helrinas 
pr^ssi^g^Sad""''  ""'^™^"^  ^"^  "^""^"^^  xnveltigation.  ^eSt^ReS^^licIns  are 

Sen.  ROBERT  DOLE,  (R-KS)  :  Even  if  putting  it  at  risk   T  rhinv  =,.„,.  v,       ■.   . 

^^■^^l^^^^^^ti^^^^^   -—  -  P— 1  destruction  is 

thil^frnJ!*'^?*  House  officials  say  they're  confident  the  president  will  weather 
n5thinr™'hlde"''jud^'°°^^"^^"^  ^^^'  ''^^   ^"^  =^°-"5  ^^^   «^^-e  Hois'e^has'*^ 
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Text  of  first  lady  Hillary  Rodham  Clinton's  :-.sws  conference  in  the  State 
Dining  Room  of  -hs  Vlhit-r  :-:c'..3a  -n  friday: 

Are  we  ready?  Well,  is;  r.e  t::anK  all  of  you  :or  csming.  I  Jcnow  this  is  a  busy 
day.  It  got  bus-er  than  I  t.'-.suci-.t  it  would  wher.  we  first  made  this  decision 
early  this  morni.'-.g,  and  I  acpre.-iace  your  gat.'-.eri-g.  I  have  in  the  last  couple 
of  days  wanted  co  do  this,  and  m  part  because  :  realized  that,  despite  my 
traveling  around -the  country  and  answering  questions,  I  did  not  really  satisfy  a 
lot  of  you  in  having  your  cuss; ions  asiced  and  a:-.swered.  And  last  week,  I  thinJt 
it  was  Helen  said,  "I  can't  travel  wit.h  her,  so  r.ow  can  I  asic  her  questions?' 
So,  for  that  reason,  we  are  .-.ere. 

And,  Helen,  ycu  get  tha  first  question. 

Q:  Since  Whitewater  r.a=  br-ar.  in  t.he  r.ews  so  -._;.-.,  I  feel  it's  fair  to  ask  you 
the  same  questic::  I   put  ::  z..-i   .-.reside.-.;  some  z  .--s   ago,  and  you  are  a 
co-partner.  Oo  you  knov;  ~z    any  r.oney  that  could  .-.ave  gone  from  Madison  to  the 
Whitewater  project  or  a.-.y  .5t::3r  husba.-.d's  poiit-ral  campaigns? 

A:  Absolutely  not.  I  dc  t.:z  . 

Q:  Mrs.  Clintcr.  - 

A:  Yes? 

Q:  Actually  or.  the  sa:;  e  -..-.i--,    wit.h  your  cor-.-.tdities  profits,  it  -  you  know, 
it  is  difficult  for  a  lay- a.-.  a..d  prsbaoly  for  a  .ot  of  experts,  to  look  at  the 
amount  of  the  ir.vasfnent  a;-.;  ;;-.-  size  cf  the  pr^iit.  I  mean,  is  there  any  way 
you  can  explain  i.cw  you  - 

A:  Well,  I  ca:-.  certair../  t=l.  you  what  happer.ed,  and  I  appreciate  your  asking 
me  about  it,  because  I'vi  tiiei  to  follcw  the  arrountmg  in  the  press  about  it. 
and  I  want  to  e.xplain  as  ilearl  ■  ai  :  can  wna;  .r:urred. 

Back  in  197S  i.-.  Octccc.  .  :r.%  of  our  best  fri-r-is.  Jim  aiair.  who  had  been  a 
friend  of  my  hus::3r.d'3  a.-.-,  -ir.a  fcr  sc-a  tir.e,  'i-ked  to  me  about  what  he 
thought  was  a  gi.-^t  inv-?---:.;  rppcrtunity .  Hi    .;  someone  wno  has  been  an 
investor  aver  si::;a  he  ■%...-  .-.  -.i-n-acei  wit.-,  .s.-.lly  very  good  results.  And  he 
had  followed  cl-.-ely  wh.T-.  .;.   ;-  ar.  r.aptar.i.-g  ::.   :.:&   cattle  market.  And  I  only 
knew  a  littls  b."  accut  .......  =.  thtug;-.  living  i.  .^rkansas,  particularly 


712 

PAGE     8 
The  Assoc-.aced  Press,  April  22,  1994 

northwest  Arkansas  as  I  did.  I  was  familiar  witr.  a  lot  o£  ranchers  and  people 
who  were  in  the  cattle  incustry. 

And  when  Jim  said,  "I  think  there's  going  to  be  a  great  opportunity  to  make 
money,*  and  explained  why  and  asked  me  what  I  thought  we  could  afford  to  invest, 
I  told  him  $  1,000.  So  I  opened  an  account  at  his  very  strong  recommendation  and 
proceeded  to  trade  over  the  next  months  until  July. 

You  know,  not  all  my  trades  nade  money.  Some  of  them  lost  money.  I  talked  to 
Mr.  Blair  very  frequently.  In  fact,  Jim  would  call  me  on  a  regular  basis  and  I 
would  make  a  decision  whether  I  would  or  would  act  trade,  and  then  the  trade 
would  be  placed.  Often  he  placed  it  for  me.  And  there  was  nothing  wrong  with 
that.  He  was  on  the  spot.  He  was  often  in  the  offices  of  the  broker. 

I  stopped  trading  in  July  of  1979,  and  I  did  stop  trading  in  large  measure 
because  I  could  not  keep  up  with  it.  It  takes  a  lot  of  nerve  to  be  in  the 
commodities  trading,  and  I  had  :ust  found  out  I  was  pregnant.  And  so  when  he 
called  again  I  said,  ycu  .•:r.z:;,    '.   just  don't  wanz  to  do  this  anymore.  And  I  think 
he  may  have  even  called  a  few  rcre  tines  saying,  you  know,  it's  really  still 
doing  well;  trade  again.  .\r.c.   I  didn't,  and  I'm  clad  I  didn't  because  he  and 
other  friends  of  mine  who  were  trading  ended  up  losing  money. 

So  it  was  a  goes  invest-ent  offered  by  somebocy  who  knew  a  lot,  who  could 
provide  a  lot  of  aood  advice.  a;-.d  I  was  lucky  ar.i  made  the  decision  to  stop  when 
I  did.  . . .        ' 

I'll  get  there,  just  a  T.mute. 

Q:  Do  you  wonder  since  -.r.sr.  if  maybe  your  brcker  might  have,  because  of  your 
position  or  your  .-.usbancs.  -.ig;-.t  nave  given  you  some  kind  of  unfavoraible  -  or, 
you  know,  a  favoi-ed  advantage? 

A:  There's  really  no  evidence  of  that.  I   didn't  believe  it  at  the  time.  As  I 
said,  you  know,  :  nade  and  Icsi  money  in  that  cc-.modities  account.  It  was  my 
money,  it  was  at  risi-:.  T.-.-e  ajccunt  was  m  my  nare,  I  got  the  reports.  We've 
released  all  of  -.ne  docur.e:-.t.=  we  cculd  find  frc-  that  period  from  that  account. 

So  no,  I  had  ::•;  reason  -.i  b'rlieve  that,  .^d  as  Mr.  Leo  Melamed,  the  former 
head  of  the  Chicago  Mercantile  Exchange  said  wr^:-.  he  looked  at  all  of  my  trading 
records,  there  i.=n't  any  e\-iience  that  anybody  gave  me  any  favorable  treatment. 
And  even  Mr.  Slair,  who  e.-.de-i  up  losing  noney,  :  t.-.mk  would  find  it  very  hard 
to  argue  that  he  got  any  faviia^le  treatment.  :  -ust  don't  think  there's  any 
evidence  of  that 

Q:  Mrs.  Clin:--n,  you  jujt  said  you  stepped  trading  in  July  of  1979'.  Could  you 
talk  about  the  s-.-rsni  arr;u;-.-.;  i;-.at  was  opened? 

A:  Sure  - 

Q:  T.here  was  a    ~€zor.z    rr.--.u:.-  v.ith  t.-.e  Steo.'.rns  Ccmpany  in  which  I  think  you 
invested  3  5,3CC.  .i.-.d  a:  i.rst  -.he  white  House  r.aimed  you  lost  money  on  it,  but 
later  you  put  tui  dtture;-.;^  shcving  /cu  actuall/  r.ade  S  5,000  on  it  and  didn't 
close  it  until  s  frw  rent.-.-  .-f"-ir  Thelse?.  was  c  rn. 
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A:  That's  rigiic.  And  : '  ni  glad  you  asked  chat  because  I  really  wane  to  clarify 
it.  I  think  there's  been  a  lot  of  confusion. 

There  were  Cwc  accou.-.is.  The   first  account,  the  one  that  I  was  just  talking 
about,  was  the  Refco  acccunc .  I  traded  in  t.hat  from  October  '78  to  July  of  '79, 
«>hen  I  found  cut  Z   was  prej-ar.t  and  I  stopped  trading.  Now,  I  closed  that 
account  for  good  Lr.   Octcl:-=r  zi      79  and  I  took  sotr.e  of  the  money  chat  I  had  made 
and  put  it  into  a.-,  accou.-.t  at  Stephens. 

MORE 

And  at  that  point,  I  nade  that  a  discretionary  account.  My  Refco  account  was 
a  non-discretionary  acccur.t,  which  meant  that  I  had  to  approve  and  give  the 
go-ahead  for  every  trade. 


In  the  discretionary  scctu.' 
decisions,  and  Z  tr.i.-..':  dii  a  : 
gave  him  and  put  it  ir.tc  -.:t.^\. 
some  commodities . 


:  Stapnens,  my  broker  made  most  of  the 
job  for  me.  H-=  diversified  the  money  that  I 
rket  ar.d  stocks  and  bonds,  and  S  5,000  into 


Now  what  happened  ther 
now,  is  that  my  broker  r.= 
of  times  a  month,  but  be: 
approval.  And  so  -sney  v.: 


;,  1.-.  retrospect,  as  I've  been  able  to  reconstruct  it 

t.-.e=e  decisio.-:s.  he  -hecked  with  me  maybe  a  couple 
i-s  It  was  discretion.-.vy ,■  .he  did  not  have  to  get  my 
:  oe  moved  frcm  one  .-r.vestment  to  another  investment. 


And  during  the  course 
1980,  he  had  T.e  m  and  t. 
smaller  numbers  t;:ar.  whs: 

In  February  r:  '.•. 3C, 
I  remember  talkir.:-  t;  -•/ 
just  want  to  get  c_t  of  : 
worry  about  it . "  So  he  g; 
May  I  was  no  longer  doir.: 

Now,  what  hatper.ed,  t. 
-  I  really  didn't  t.-.mk  : 
stock  and  he  did  some  ot." 
lost  his  elect  It.-. .  we  m=-. 
together  to  giva  to  -y  a: 
which  did  not  report  any: 
the  Peavey  Brokerage  Cor.: 
statement  fror.  eit.-.er  CI; 


time  between  October  of  '79  and  probably  May  of 
;-.ree  different  ctr.modity  accounts,  in  much 
bee.i  i.".  charge  zz   doing  in  my  Refco  account. 


-:;--.tsr  was  oorn,  a; 
:i  some  time  after 
ii.ies  altogetner. 
o^t  of  the  positii 
kind  of  commoditv 


:  the  very  end  of  the  month.  And 
that,  and  I  said,  "You  know,  I 
Z   don't  ever  want  to  have  to 

:ns  that  I  had  been  in  so  that  by 
trading  in  the  Stephens  account. 


•-. ,  -s  that  .-.e  too.<  t.-.e  money  that  I  now  know  I  made 
rr.ada  any  mc.-.ey  in  co-mcdities  -  and  he  bought  some 
thi.-.gs  for  me.  Now  ir.  the  fall  of  1980,  my  husband 

s:   by  19S1.  when  ;  gathered  all  my  documents 
..-.tar.t,  I  had  a  year-e.^d  statement  from  Stephens 
:g  acout  commodities.  Z    had  a  year-end  statement  from 

■•.•t'.ic".  reported  a  .tss.  and  I  had  no  year-end 
T.  ;  :•  t.-.e  company  ca-.ad  ACII . 


So  I  think  wh.\t  hapo: 
took  all  of  the  laports 
that  in  the  ab=e:-.:e  rf  r 
missed  the  fact  tr.st  we 


IS  •■ve  sunc_eo  aii  ti  t.-.e  documents  we  had  because  I 
:  I  .:ad,  gave  ther.  tc  t.-.e  accountant,  and  I  believed 
sr--r::d  staterent.  t.-.-:  accountant  and  my  husband  and  1 

sctuallv  r.ade  some  -tnev  m  the  Aklee  account. 


son' t 


-of  i: 


A:  No,  :  di: 
when  some  pacp^ 
they  looKed  at 
came  to  me  ar.d 


:t .  And  m  fact,  as  you  said, 
:an  looking  at  it  originally, 
id  a  S  5.000  loss.  And  they 
rh  -.-ou  didn't  reoort .  "  And  I 
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said,  "You  know,  I  jusc  is.-'t  remember.  I  thoucnc  I  basically  got  out  with  what 
I  put  in."  And  then  they  went  back  and  relookec  at  it  again  with,  you  know,  more 
accountants,  and  chey  came  up  with  the  gain,  so  it  was  hard  to  find  apparently. 

Q:  Mrs.  Clinton,  with  regard  to  Che  Retco   account,  just  how  did  the  procedure 
go?  Did  Mr.  Blair  basically  recommend  to  you  the  transactions  which  you  either 
said  yes  or  no  to?  Or  was  it  based  more  on  knowledge  that  you  had  gained,  as 
some  of  your  staff  have  suggested,  from  reading  the  papers  or  whatever?  What 
happened? 

A:  Well,  Brit,  it  was  prinarily  Jim's  suggestion,  but  I  also  did  try  to 
educate  myself.  You  know,  :  did  cry  co  read  some  Chings.  He  actually  gave  me  a- 
few  documents  co  read,  because  he  had  this  cheery  chat,  because  of  Che  economy 
in  Che  early  pare  of  che  1970s,  a  loc  of  caccle  herds  had  been  liquidated  so 
that  there  was  going  co  be  a  big  opporcunicy  co  make  money  in  the  late  '70s.  And 
he  gave  me  chings  co  read  abouc  Chat.  And  I  did  occasionally  read,  you  know, 
publications  like  The  Jcurnai  ar.d  ochers,  and  you  know,  I  cried  to  educate 
myself,  because  I  cook  c;-.-5  r^spsnsibilicy  seric-sly. 

But  I  relied  prir.arily  on  his  advice,  because  ne  really  spent  an   enormous 
amount  of  time  s-udymg  ;>.■=  mar-:ec  and  calkir.g  co  many  more  people  Chan  I  ever 
could  have,  peopxe  A-ho,  you  knew,  ran  feed  Iocs  -r  ooughc  beef  for  large 
supermarkec  cha:.:-.s.  So  hs  would  calk  co  r.e,  and  .-.e'd  say,  "Here's  what  I  think 
is  going  on;  whac  do  you  c;-.ir.kr"  Now,  r  did  noc  T.ake  every  trade  he  recommended, 
and  certainly  by  July  wh=:-.  Z   Cr=gan  co,  you  know,  gee  nervous  about  it,  I  stopped 
taking  his  recomM-.er.dacior.s  because  I  jusc  couldr.'c  bear  Che  risk  anymore. 

Q:  Did  it  concern  you  ac  che  cir.e  chac,  because  of  his  position  with  Che 
company  chac  he  represencso,  chxc  chere  was  an  -ic.-.ical  question  raised  by  your 
accepting  this  level  of  assisca.ice  in  a  financial  maccer  from  him? 

A:  No.  Ic  did  not.  And  che  reason  ic  didn'c  is  chac  he  and  his  wife  are  among 
our  very  besc  friends.  My  husbar.d  performed  cheir  marriage  ceremony.  I  was  the 
best  person  ac  c.'-.e  weddir.j.  Wa  are  very  close  frie.'ids.  And  I  found  it  a  little 
bit  surprising  chac  anyc:ie  v;culi  suggesc  chac,  cacause  in  1980,  right  during  the 
time  thac  chis  was  all  CstI;-.--  or.,  when  t.v  husband  ran  for  reelection,  Tyson 
supported  his  opro-er.c . 

So  Chere' s  really  no  basis  for  suggescing  ic  was  anyching  other  than  what  it 
was,  which  was  a  friend  who  Tiace  a  succescion  and  noc  just  co  me  but  to  a  number 
of  people,  whic.^.  I  chin;-:  was,  y  :u  know,  very  fc.cunace  for  me. 

Q:  Mrs.  Clinco"? 

A:  Yeah? 

Q:  You  said  c.-.ac  c.hari  v/a.-  r.;  pref erer.cial  crsac^^enc  m  all  of  chis.  The 
records  i.-.dicace;;  c.-.ac  youi  -.rrr.ur.c  was  shore  c:  money  ac  various  points.  Were 
there  margi.-i  ca_lsr  .^-.d  iii  yc;  meet  any  of  c.icse  calls?  And  were  you  aware  ac 
any  time  chac  Rcfoo  was  ooordinating  craces  co  irive  prices  up  or  down? 

A:  No.  I  was  :-.sc  awai=  of  cnac,  Andrea.  Z   was  cold  chac  afcer  I  stopped 
trading  some  r.cni'r.s  lac=r,  and  I  know  cnere  wei  7  .awsuics  alleging  chac.  I  don'C 
think  any  of  chac  •..-=  evir  cro--=d,  ac  lease  enae  Z'-r   aware  of.  And  when  my 
posicion  was  under-T.argin:±i,  I  ■■.■ould  eieher  ;lc3-r  oue  my  position  or  use  che 
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UNITED  STATES  OF  AMERICA 

RESOLUTION  TRUST  CORPORATION 

WASHINGTON,  D.C. 


COHPIDENTIAL 


11 

j;  IN  THE  MATTER  OF: 

j  Madison  Guaranty  Savings 
jj   &  Loan  Association  (7235) 
1 1  McCrory,  Arkansas 


ORDER  OF  INVESTIGATION 
(Feb.  4,  1994) 


il  SUPPLEMENTAL  INTERROGATORY  RESPONSES  OF 

\'  HILLARY  RODHAM  CLINTON 

\\  Interrogatory  No.  31:   DESCRIBE  when  and  in  what 

',:  circumstances  YOU  first  met  SETH  WARD. 

■I 


i      I  believe  that  I  met  Seth  Ward  sometime  after  I  went  to 

i 

i  work  at  the  Rose  Law  Firm  in  January,  1977.   I  believe  that 

:  Webster  Hubbell  introduced  us,  but  I  don't  recall  the  exact 

i 

i  circumstances  of  the  meeting. 


I      Interrogatory  No.  32:   DESCRIBE  when  YOU  first  performed 
I  legal  services  for: 

!      (a)  SETH  WARD,  individually; 

I      To  the  best  of  my  recollection,  I  don't  believe  that  I  have 

'  performed  legal  services  for  Seth  Ward  individually,  although  I 

i 
|l  did  confer  with  him  on  certain  matters,  as  described  more  fully 

li  herein,  when  he  was  working  for  Madison  Financial  Corporation,  a 

li 

I;  wholly  owned  subsidiary  of  Madison  Guaranty  Savings  &  Loan.   At 
|,  some  time  I  may  have  performed  legal  services  for  him,  perhaps 
•,  in  conjunction  with  some  other  Rose  Law  Firm  lawyer,  but  I  have 
j'  no  recollection  of  doing  so. 
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(b)  Any  entity  ovmed  or  controlled  by  SETH  WARD  or  his  son 
Seth  Ward  I  I.- 
I'm not  aware  of  all  the  entities  that  may  have  been  "ovmed 

or  controlled"  by  Seth  Ward  or  his  son.   As  noted  above  and  as 
described  more  fully  herein,  I  did  confer  with  Mr.  Ward  on 
certain  matters  when  he  was  working  for  Madison  Financial 
Corporation.   As  a  member  of  the  litigation  section  of  the  Rose 
Law  Firm,  I  may  have  done  work  in  cases  where  the  firm 
represented  such  entities,  but  I  don't  specifically  recall  such 
work . 

(c)  The  Little  Rock  Airport  Commission. 

The  Little  Rock  Airport  Commission  was  one  of  my  clients  at 
the  Rose  Law  Firm.   I  am  not  sure  when  my  representation  began, 
but  I  believe  it  was  in  the  late  1970' s  or  early  1980' s. 

Interrogatory  No.  33:   Did  YOU  prepare,  or  supervise  the 
preparation  of,  document  SWl-070  through  SWl-074? 

Global  Response  to  No.  33: 

I  have  reviewed  document  SWl-070  through  SWl-074  (which 

appears  to  be  an  option  agreement  dated  May  1,  1986,  on  a  6.6667 

acre  parcel  of  land  in  Pulaski  County,  Arkansas)  and  document 

SWl-063  through  SWl-06e  (which  appears  to  be  an  option  agreement 

dated  May  1,  1986,  on  land  described  as  " [p] art  of  Tracts  27  & 

28,  Holman  Acres,  Pulaski  County,  Arkansas") .   I  have  no 

recollection  of  these  documents  or  the  transactions  they 

reflect.   I  do  not  recall  what  my  word  processing  code  was  in 

1986.   My  time  records  reflect  the  following  entry  for  May  1, 

2 
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1986,  representing  two  hours  of  work  done  for  Madison  Guaranty 
on  the  "General"  account:   "Conference  with  Seth  Ward;  telephone 
conference  with  Seth  Ward  concerning  option;  telephone 
conference  with  Mike  Schauffler  [£i£] ;  prepare  option."   I  know 
that  Mike  Schaufele  is  a  CPA  at  L.  Cotton  Thomas  i  Company,  and 
I  believe  he  was  Mr.  Ward's  CPA  at  one  time.    Based  upon  the 
May  1,  1986,  entry  in  my  time  records,  I  believe  that  I  did  some 
work  on  these  documents.   The  client  was  Madison  Guaranty  or 
Madison  Financial,  not  Seth  Ward.   I  have  no  recollection  of 
what  this  work  was,  who  originally  prepared  the  option 
documents,  how  many  pages  of  the  documents  were  typed  at  the 
Rose  Law  Firm,  what  the  circumstances  were  which  led  to  the 
drafting  of  these  options,  or  whether  either  of  the  options  was 
ever  exercised.   I  was  in  the  litigation  section  of  the  Rose  Law 
Firm.   Although  I  have  no  specific  recollection  of  this  matter, 
I  do  not  believe  I  would  have  drafted  such  real  estate  documents 
from  scratch,  particularly  in  a  two-hour  period  that  also 
contained  phone  calls  and  conferences.   I  have  no  recollection 
of  who  may  have  asked  me  to  prepare  these  documents,  or,  in 
particular,  if  Messrs.  McDougal,  Latham,  Ward,  or  Hubbell  asked 
me  to  prepare  or  work  on  these  documents,  although  it  is 
possible  that  one  or  more  of  them  did  so.   I  have  no 
recollection  of  discussing  these  documents  prior  to  March  11, 
1991,  although  I  believe,  based  upon  my  time  records,  that  I 
probably  did  in  1986  when  the  documents  were  apparently 
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'l  prepared.   I  do  not  know  what  relationship  there  is,  if  any, 

i! 


||  between  these  two  option  agreements. 

j; 

:i 

!■      Interrogatory  No.  34;   Does  the  word  processing  code  on 
i:  this  document  ("0190g,"  in  the  lower  right-hsmd  comer  of  pages 
j  SWl-071  through  SWl-074)  mean  that  this  document  was  prepared  by 

or  for  YOU?   In  particular,  does  the  "g"  in  this  code  stand  for 
!  YOU? 
i. 

Please  see  Global  Response  to  No.  33,  supra . 


ii      Interrogatory  No.  35;   If  YOU  prepared,  or  supervised  the 
11  preparation  of,  document  SWl-070  through  SWl-074,  when  and  for 
|i  what  client  was  this  document  prepared?   In  particular,  was  the 
i!  client  one  or  more  of  the  following:   MADISON  GUARANTY;  MADISON 
;:  FINANCIAL;  or  SETH  WARD? 

Please  see  Global  Response  to  No.  33,  supra . 

h 

i      Interrogatory  No.  36:   If  YOU  prepared,  or  supervised  the 
.preparation  of,  document  SWl-070  through  SWl-074,  identify  the 
■    PERSON  who  asked  YOU  to  prepare  this  document.   In  particular 
j.  but  without  limitation,  did  Webster  Hubbell  or  SETH  WARD  or  Jim 
l>  McDougal  or  John  Latham  ask  YOU  to  prepare  this  document? 

Please  see  Global  Response  to  No.  33,  supra . 

!i      Interrogatory  No.  37:   If  YOU  prepared,  or  supervised  the 

I  preparation  of,  document  SWl-070  through  SWl-074,  DESCRIBE  the 

ij  reasons  why  YOU,  a  litigator,  were  asked  to  prepare  this 

jl  document,  as  opposed  to  someone  from  the  tax  or  commercial 

'■  section  of  the  Rose  Law  Firm. 

•I 

','  Please  see  Global  Response  to  No.  33,  supra . 

|i 

'..  Interrogatory  No.  38:   If  YOU  prepared,  or  supervised  the 

■!  preparation  of,  document  SWl-070  through  SWl-074,  DESCRIBE  the 
;'i  purpose  or  purposes  for  which  this  document  was  prepared. 

Please  see  Global  Response  to  No.  33,  supra . 


Interrogatory  No.  39:   At  any  time  before  March  11,1991, 
did  YOU  ever  discuss  document  SWl-070  through  SWl-074  with 
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anyone?   If  so.  identify  each  such  PERSON  and  DESCRIBE  Che 
conversation  about  this  document . 

Please  see  Global  Response  to  No.  33,  supra . 

Interrogatory  No.  40:   Did  YOU  prepare,  or  supervise  the 
preparation  of,  document  SWl-063  through  SWl-068? 

Please  see  Global  Response  to  No.  33,  supra. 

Interrogatory  No.  41;   If  YOU  prepared,  or  supervised  the 
preparation  of,  document  SWl-063  through  SWl-068,  when  and  for 
what  client  was  this  document  prepared?   In  particular,  was  the 
client  MADISON  GUARANTY,  MADISON  FINANCIAL  or  SETH  WARD,  or  all 
three? 

Please  see  Global  Response  to  No.  33,  supra. 

Interrogatory  No.  42:   If  YOU  prepared,  or  supervised  the 
preparation  of,  document  SWl-063  through  SWl-068,  identify  the 
PERSON  who  asked  YOU  to  prepare  this  document.   In  particular 
but  without  limitation,  did  Webster  Hubbell  or  SETH  WARD  or  Jim 
McDougal  or  John  Latham  ask  YOU  to  prepare  this  document? 

Please  see  Global  Response  to  No.  33,  supra . 

Interrogatory  No.  43:   If  YOU  prepared,  or  supervised  the 
preparation  of,  document  SWl-063  through  SWl-068,  DESCRIBE  the 
reasons  why  YOU,  a  litigator,  were  asked  to  prepare  this 
document,  as  opposed  to  someone  from  the  tax  or  commercial 
section  of  the  Rose  Law  Firm. 

Please  see  Global  Response  to  No.  33,  supra . 

Interrogatory  No.  44:   EXPLAIN  the  purpose  or  purposes  for 
which  document  SWl-063  through  SWl-068  was  prepared. 

Please  see  Global  Response  to  No.  33,  supra . 

Interrogatory  No.  45:   At  any  time  before  March  11,  1991, 
did  YOU  ever  discuss  document  SWl-063  through  SWl-068  with 
anyone?   If  so,  IDENTIFY  each  such  PERSON  and  DESCRIBE  the 
conversation  about  this  document. 
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Please  see  Global  Response  to  No.  33.  supra . 

Interrogatory  No.  46;  Identify  Dorothy  E.  Olinger.  iSee 
document  SWl-068.]  In  May  1986,  did  she  work  for  the  Rose  Law 
Firm?   If  so,  in  what  capacity? 

I  do  not  recognize  this  name.   I  do  not  recall  her  working 

at  the  Rose  Law  Firm,  but  it  is  possible  she  did. 

Interrogatory  No.  47:  Identify  each  secretary  who  worked 
for  YOU  at  the  Rose  Law  Firm  in  1985  or  1986. 

As  best  I  can  recall,  Ms.  Janet  Faulkner  and  Ms.  Sandra 

Moody  were  my  secretaries  at  the  firm  during  this  period. 

Interrogatory  No.  48:   Did  document  SWl-063  through  SWl-068 
supersede  or  replace  SWl-070  through  SWl-074?   If  so,  why? 

Please  see  Global  Response  to  No.  33,  supra . 

Interrogatory  No.  49:   State  whether,  at  any  time  on  or 
before  March  11,  1991,  YOU  had  read  any  of  the  documents  listed 
in  the  subparts  to  this  interrogatory  or  otherwise  become  aware 
of  the  matters  described  or  embodied  in  any  of  them: 

(a)  RIC-023349; 

(b)  SWl-004; 

(c)  Document  entitled  "Minutes  of  Meeting  Board  of 
Directors  MADISON  FINANCIAL  Corporation  September  12,  1985," 
marked  0000091; 

(d)  "Assignment"  dated  September  13,  1985; 

(e)  SWl-008  through  SWl-009; 

(f)  SWl-005  through  SWl-007; 

(g)  SWl-040; 

(h)   Simple  Interest  Note,  Disclosure,  and  Security 
Agreement  for  a  $400,000  loan,  MADISON  GUARANTY  Loan  No.  4027- 
(illegible),  dated  March  31,  1986,  signed  by  SETH  WARD; 
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(i)   SWl-057; 
(j)   SWl-062. 

I  do  not  recall  seeing  any  of  these  documents  on  or  before 
March  11,  1991. 

Interrogatory  No.  50:   Answering  separately  for  each 
document  listed  in  Interrogatory  No.  49  as  to  which  your  answer 
to  Interrogatory  No.  49  is  anything  other  than  "No": 

(a)  state  when  YOU  first  read  or  otherwise  become  aware  of 
the  matters  described  or  embodied  in  that  document; 

Please  see  response  to  No .  49,  supra . 

(b)  DESCRIBE  each  and  every  conversation  YOU  had  with 
anyone  about  that  document  or  the  matters  described  or  embodied 

in  it . 

Please  see  response  to  No.  49,  supra . 

Interrogatory  No.  51:   With  respect  to  document  SWl-005 
through  SWl-007: 

(a)  Did  YOU  prepare,  or  participate  in  the  preparation  of, 
this  document? 

I  do  not  know.   Please  see  response  to  No.  49,  supra . 

(b)  Did  Webster  Hubbell  prepare,  or  participate  in  the 
preparation  of,  this  document? 

I  do  not  know.   Please  see  response  to  No.  49,  supra . 

(c)  Identify  each  PERSON  who  participated  in  the 
i|  preparation  of  this  document. 

{■  Please  see  response  to  No.  49,  supra . 

ii       Interrogatory  No.  52:   State  whether,  at  any  time  on  or 
ij  before  March  11,  1991,  YOU  had  read  or  otherwise  become  aware  of 
h  the  provisions  of  section  V(C)  of  the  Rules  and  Regulations  of 
j;  the  Arkansas  Savings  and  Loan  Association  Board.  [A  copy  is 
ij  attached.]   If  YOUR  answer  is  anything  other  than  "No,"  state 
I' 
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when  YOU  read  or  became  aware  of  section  V(C)  and  whether  YOU 
did  so  in  connection  with  work  for  MADISON  GUARANTY. 

While  of  course  I  can't  recall  everything  I  have  read 

during  my  professional  life,  I  do  not  believe  I  read  or 

otherwise  became  aware  of  the  provisions  of  Section  V(C)  of  the 

Rules  and  Regulations  of  the  Arkansas  Savings  and  Loan 

Association  Board  at  any  time  on  or  before  March  11,  1991.   I 

did  not  have  any  expertise  in  the  intricacies  of  savings  and 

loan  regulation. 

Interroaatorv  No.  53:   State  whether,  at  any  time  on  or 
before  March  11,  1991,  YOU  knew  or  heard  that  SETH  WARD  had 
purchased  a  portion  of  CASTLE  GRANDE.   If  YOUR  answer  is 
anything  other  than  "No, "  DESCRIBE  what  YOU  knew  or  heard  about 
this  subject  before  March  11,  1991,  and  when  and  from  what 
source  YOU  learned  it . 

Global  Response  to  No.  53: 

In  these  Supplemental  Interrogatories,  the  RTC  has  defined 

"CASTLE  GRANDE"  to  mean: 

"the  approximately  1,050  acres  of  real  property, 
located  approximately  15  miles  south  of  Little  Rock  at 
the  intersection  of  Highway  65/167  and  145th  Street, 
that  IDC  sold  to  MADISON  FINANCIAL  and  SETH  WARD  on  or 
about  October  4,  1985." 

In  the  RTC's  interrogatories  which  I  answered  on  May  24,  1995, 

the  term  "Castle  Grande"  was  not  defined,  and  we  construed  this 

reference  to  be  to  Castle  Grande  Estates,  a  mobile  home 

development  which  I  now  understand  to  be  a  portion  of  the  1050- 

i  acre  tract .   In  these  responses  to  the  Supplemental 

:•  Interrogatories,  I  will  refer  to  the  entire  tract  not  as  CASTLE 

Ij  GRANDE  but  as  the  "IDC  PROPERTY",  because  "IDC"  was  the  billing 

!! 
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name  for  work  involving  that  property  at  the  Rose  Law  Firm.   My 
knowledge  about  the  IDC  PROPERTY  was  limited,  and  I  can  recall 
knowing  nothing  about  the  Castle  Grande  Estates  portion  of  it. 
My  answers  to  Interrogatories  53  through  61  are  "No",  to 
the  best  of  my  recollection,  except  as  set  forth  herein.   Since 
I  had  conversations  with  Seth  Ward,  it  is  possible  that  I  did 
once  know  something  more  that  would  be  responsive  to  these 
interrogatories,  but  if  I  did,  I  do  not  recall  it  now.   As 
previously  indicated,  while  I  do  not  recall  the  two  hours  of 
work  on  the  option  agreement,  the  documents  themselves  indicate 
that  Seth  Ward  owned  the  land  being  optioned  to  Madison 
Financial  Corporation,  but  nothing  in  the  text  of  the  agreements 
connects  the  land  to  the  IDC  property,  my  time  was  billed  to 
"General"  and  not  "IDC,"  and  the  property  referenced  in  the 
options,  as  I  now  understand,  has  nothing  to  do  with  Castle 
Grande  Estates.   As  previously  indicated,  I  was  a  member  of  the 
firm's  litigation  section.   I  believe  that  my  work  on  the  IDC 
matter  was  confined  to  discrete  legal  questions  which  arose 
after  the  acquisition  of  the  IDC  PROPERTY.   While  I  have  done  my 
best  to  refresh  my  recollection  about  this  representation  of  ten 
and  eleven  years  ago,  I  simply  do  not  now  have  more  information 
responsive  to  Interrogatories  53-61. 

Interrogatory  No.  54:   State  whether,  at  any  time  on  or 
before  March  11,  1991,  YOU  knew  or  heard  that  MADISON  GUARANTY 
had  financed  SETH  WARD'S  acquisition  of  a  portion  of  CASTLE 
GRANDE.   If  YOUR  answer  is  anything  other  than  "No,"  DESCRIBE 
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what  you  knew  or  heard  about  this  subject  before  March  11,  1991, 
and  when  and  from  what  source  YOU  learned  it. 

Please  see  Global  Response  to  No.  53,  supra . 

Interrogatory  No.  55:   State  whether,  at  any  time  on  or 
before  March  11,  1991,  YOU  knew  or  heard  that  SETH  WARD  had 
given  MADISON  FINANCIAL  an  option  to  purchase  from  SETH  WARD 
part  or  all  of  the  portion  of  CASTLE  GRANDE  that  SETH  WARD  had 
purchased  from  IDC.  If  YOUR  answer  is  anything  other  than  "No," 
DESCRIBE  what  YOU  knew  or  heard  about  this  subject  before  March 
11,  1991,  and  when  and  from  what  source  YOU  learned  it. 

Please  see  Global  Response  to  No.  53,  supra . 


Interrogatory  No.  56:   State  whether,  at  any  time  on  or 
before  March  11,  1991,  YOU  knew  or  heard  that  MADISON  FINANCIAL 
had  agreed  to  pay  SETH  WARD  a  commission  on  the  sale  of  any 
portions  of  CASTLE  GRANDE  that  SETH  WARD  or  MADISON  FINANCIAL 
sold.   If  YOUR  answer  is  anything  other  than  "No,"  DESCRIBE  what 
YOU  knew  or  heard  about  this  subject  before  March  11,  1991,  and 
when  and  from  what  source  YOU  learned  it. 

Please  see  Global  Response  to  No.  53,  supra . 

Interrogatory  No.  57:   State  whether,  at  any  time  on  or 
before  March  11,  1991,  YOU  knew  or  heard  that  MADISON  FINANCIAL 
had  agreed  that  SETH  WARD  would  receive  approximately  22.5  acres 
of  CASTLE  GRANDE  (the  acreage  described  in  SWl-007)  as  partial 
compensation  for  SETH  WARD'S  services  in  connection  with  the 
acquisition  of  CASTLE  GRANDE.   If  YOUR  answer  is  anything  other 
than  "No, "  DESCRIBE  what  YOU  knew  or  heard  about  this  subject 
before  March  11,  1991,  and  when  and  from  what  source  YOU  learned 
it . 

Please  see  Global  Response  to  No.  53,  supra . 

Interrogatory  No.  56:   State  whether,  at  any  time  on  or 
before  March  11,  1991,  YOU  knew  or  heard  that,  in  April  1987, 
SETH  WARD  purportedly  had  loaned  $300,000  to  MADISON  FINANCIAL. 
[See  document  SWl-057  and  the  Resolution  of  the  Board  of 
Directors  of  MADISON  FINANCIAL  dated  as  of  April  4,  1986.]   If 
YOUR  answer  is  anything  other  than  "No, "  DESCRIBE  what  YOU  knew 
or  heard  about  this  subject  before  March  11,  1991,  and  when  and 
from  what  source  YOU  learned  it. 
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Please  see  Global  Response  to  No.  53,  supra . 

Interrogatory  No.  59:   State  whether,  at  any  time  on  or 
before  March  11,  1991,  YOU  knew  or  heard  that,  or  thought  about 
the  possibility  that,  SETH  WARD  had  acted  as  a  straw  man  or 
nominee  for  MADISON  GUARANTY  or  MADISON  FINANCIAL  when  he 
purchased  several  portions  of  CASTLE  GRANDE  from  IDC.   If  YOUR 
answer  is  anything  other  than  "No, "  DESCRIBE  what  YOU  knew  or 
heard  or  thought  about  this  subject  before  March  11,  1991,  and 
when  and  from  what  source  YOU  learned  it . 

Please  see  Global  Response  to  No.  53,  supra . 


Interrogatory  No.  60:   State  whether,  at  any  time  on  or 
before  March  11,  1991,  YOU  knew  or  heard  that,  or  thought  about 
the  possibility  that,  one  purpose  of  document  SWl-063  through 
SWl-068  and/or  document  SWl-070  through  SWl-074  was  to  pay 
commissions  that  MADISON  FINANCIAL  owed  to  SETH  WARD  in  a  form 
that  would  make  them  taxable  not  as  ordinary  income  but  as  long- 
term  capital  gains  on  an  asset  (the  land  covered  by  the  option) 
held  by  SETH  WARD  for  over  six  months.   If  YOUR  answer  is 
anything  other  than  "No, "  DESCRIBE  what  YOU  knew  or  heard  or 
thought  about  this  subject  before  March  11,  1991,  and  when  and 
from  what  source  YOU  learned  it. 

Please  see  Global  Response  to  No.  53,  supra . 

Interrogatory  No.  61:   State  whether,  at  any  time  on  or 
before  March  11,  1991,  YOU  knew  or  heard  that,  the  Rose  Law  Firm 
had  represented  Worthen  Bank  and  Trust  Company,  Union  National 
Bank  and  First  Commercial  Bank,  N.A.,  or  any  of  them,  in 
connection  with  their  loans  to  IDC.   If  YOUR  answer  is  anything- 
other  than  "No, "  DESCRIBE  what  YOU  knew  or  heard  about  this 
subject  before  March  11,  1991,  and  when  and  from  what  source  YOU 
learned  it. 

Please  see  Global  Response  to  No.  53,  supra . 


Interrogatory  No.  62:   The  answer  to  Interrogatory  No. 
17(b),  at  page  35  of  the  Interrogatory  Responses  of  Hillary 
Rodham  Clinton,  dated  May  24,  1995,  indicates  that  YOU  were  the 
billing  partner  for  at  least  certain  matters  that  the  Rose  Law 
Firm  undertook  for  MADISON  GUARANTY.   With  respect  to  that 
answer: 
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(a)   Were  YOU  billing  partner  for  matters  nos .  1  through  4, 
all  of  which  were  opened  in  1985?   [Matters  nos.  1  through  4 
were  "Stock  Offering,"  "Limited  Partnership,"  "Bibler"  and 
"General. "] 
I 

j      Yes. 

I      (b)   Was  Webster  Hubbell  the  billing  partner  for  MADISON 
•GUARANTY  matter  no.  5,  entitled  "I.D.C.,"  which  was  opened  on  or 
j about  August  2,  1985? 

No,  based  on  the  time  records,  I  believe  that  I  was. 

!      (c)   If  so,  why  was  Webster  Hubbell,  rather  than  YOU,  the 
! billing  partner  for  matter  no.  5? 

Please  see  my  response  to  No.  62(b),  suora . 

Interrogatory  No.  63:   Identify  the  lawyers  at  the  Rose  Law 
■j  Firm  who  had  responsibility  for  obtaining  Madison  Guaranty 
il  matter  no.  5  ("I.D.C.")  for  the  Rose  Law  Firm.   If  the  matter 
';i  came  to  the  Rose  Law  Firm  without  any  solicitation  on  the  part 
i|  of  the  Rose  Law  Firm,  identify  the  lawyer  or  lawyers  at  the  Rose 
!|  Law  Firm  to  whom  the  matter  was  referred  by  the  client  or 
i,  clients,  and  identified  with  respect  to  MADISON  GUARANTY  matter 
lino.  5. 


I  do  not  recall  how  or  why  the  Rose  Law  Firm  was  asked  to 
give  legal  advice  concerning  IDC,  or  who  was  responsible  for 
this. 

||      Interrogatory  No.  64:   DESCRIBE  the  work  YOU  performed  with 

!i  respect  to  MADISON  GUARANTY  matter  No.  5. 

\\ 

|i      I  remember  almost  nothing  about  this  work,  but  after 

j! 

i;  reviewing  certain  memoranda  prepared  by  Rose  Law  Firm  lawyer 

li  Rick  Donovan  and  copies  of  the  Rose  Law  Firm  billing  records  for 

.  the  Madison  Guaranty  matter  (which  have  been  furnished  to  the 

if  RTC) ,  I  believe  that  the  work  I  did  on  this  matter  consisted 

primarily  of  supervising  research  concerning  legal  issues,  such 
I 

12    . 
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as  whether  it  would  be  legal  to  open  a  tasting  room  for  a 
proposed  brewery,  in  light  of  the  fact  that  the  land  was, 
arguably,  located  in  what  had  once  been  a  "dry"  township,  and 
other  questions  relating  to  the  provision  of  water  and  sewer 
service  by  a  utility  which  was  located  within  the  IDC  PROPERTY. 
I  believe  that,  based  upon  my  time  records,  I  conferred  with 
Seth  Ward  on  several  occasions,  and  I  believe  that  I  would  have 
discussed  the  legal  research  the  firm  was  conducting,  but  I  have 
no  recollection  of  the  content  of  these  conversations.   Also,  as 
previously  indicated,  I  believe  that  I  had  some  limited 
involvement  with  an  option  agreement  between  Mr.  Ward  and 
Madison  Financial  (which  appears  to  have  been  billed  as  a 
"General"  rather  than  an  "IDC"  matter),  although  I  have  no 
recollection  of  that  project. 

Interrogatory  No.  65:   DESCRIBE  the  work  Webster  Hubbell 
performed  with  respect  to  MADISON  GUARANTY  matter  no.  5. 

I  do  not  know  what  work,  if  any,  Webster  Hubbell  performed 

with  respect  to  the  IDC  matter.   According  to  the  billing 

records,  copies  of  which  my  counsel  have  furnished  to  the  RTC, 

he  does  not  appear  to  have  billed  any  time  to  the  matter. 

Interrogatory  No.  66:   DESCRIBE  the  work  Thomas  P.  Thrash 
performed  with  respect  to  MADISON  GUARANTY  matter  no.  5. 

I  have  no  recollection  of  what  work  Mr.  Thrash  did,  but  the 

billing  records  my  counsel  have  furnished  to  the  RTC  show  that 

he  billed  time  for  some  real  estate  work  on  the  IDC  matter. 
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Interrogatory  No.  67;   Please  refer  to  documents  RIC-l 
18729,  RLF2  02932  through  RLF2  02943  and  RLF2  02928  through  RLF2 
02931.  Document  RIC-l  18729  is  a  "daily  timesheet"  for  R.  Davis 
Thomas,  Jr.,  dated  October  18,  1985.   It  indicates  that  Mr. 
Thomas  spent  3.5  hours  on  work  that  it  describes  as  follows: 
"RS  [research]  on  what  approvals,  permits,  etc.  are  necessary  to 
operate  sewer  and  water  facilities;  multiple  TCFW  [telephone 
conferences  with]  state  agencies;  Memo  to  Webb  Hubbe[ll]." 
Documents  RLF2  02932  through  RLF2  02943  and  RLF2  02928  through 
RLF2  02931  are  memoranda  dated  February  17,  1986  and  March  4, 
1986  addressed  to  YOU  regarding  a  legal  issue  with  respect  to 
sewer  and  water  facilities  at  CASTLE  GRANDE.  Please  answer  the 
following  questions  with  respect  to  these  documents: 

(a)  Have  YOU  ever  seen  a  memorandum  to  Webster  Hubbell 
regarding  sewer  and  water  facilities  at  CASTLE  GRANDE? 

I  do  not  recall  seeing  such  a  memorandum. 

(b)  If  so,  had  YOU  seen  this  memorandum  before  early  1986, 
when  YOU  supervised  the  research  by  Richard  Donovan  that 
resulted  in  documents  RLF2  02932  through  RLF2  02943  and  RLF2 
02928  through  RLF2  02931? 

Please  see  response  to  No.  67(a),  supra . 

(c)  Have  YOU  ever  discussed  the  sewer  and  water  facilities 
at  CASTLE  GRANDE  with  Webster  Hubbell?   If  so,  state  when  and 
DESCRIBE  the  discussion. 

I  can  recall  no  such  discussions. 


Interrogatory  No.  68:   At  any  time,  did  YOU  open  or 
maintain  or  have  custody  of  a  file  or  other  collection  of 
documents  PERTAINING  TO  CASTLE  GRANDE  and/or  MADISON  GUARANTY 
matter  no.  5?   If  YOUR  answer  is  anything  other  than  "No," 
IDENTIFY  each  such  file  or  other  collection  of  documents,  state 
whether  it  exists  today  and,  if  it  no  longer  exists,  DESCRIBE 
when,  where,  under  what  circumstances  and  by  whom  it  was 
destroyed  or  otherwise  disposed  of . 

I  don't  recall  whether  I  opened  or  maintained  or  had 

custody  of  a  file  or  collection  of  documents  pertaining  to  the 

IDC  PROPERTY,  but  I  believe  I  probably  did.   While  I  have  no 

personal  recollection,  I  am  informed  that  the  Rose  Law  Firm  has 
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furnished  law  firm  records  to  the  RTC  (copies  attached  hereto  as 
Tab  A) ,  indicating  that,  in  1988,  the  firm  asked  its  members  to 
review  their  old  files  to  determine  whether  the  firm  could  save 
money  by  reducing  the  number  of  closed  stored  files.   It  appears 
that  I  cooperated  with  this  effort  and  indicated  that  many  of  my 
closed  client  files,  apparently  including  certain  files  relating 
to  the  firm's  representation  of  Madison  Guaranty,  did  not  need 
to  be  retained. 

Interrogatory  No.  69:   Please  refer  to  copies  of  Rose  Law 
Firm  fee  credit  reports  Bates-stamped  as  documents  RIC  120795, 
RIC  120797,  RIC  120803,  RIC  120810,  RIC  120813,  RIC  120820,  RIC 
120821,  RIC  120824  and  RIC  120825.  With  respect  to  these 
documents : 

Global  Response  to  No.  69: 

These  documents  appear  to  be  related  to  documents  RLF23 

03030  through  RLF2  030031,  which  the  RTC  attached  to 

Interrogatory  No.  17  in  its  first  set  of  interrogatories.   I 

incorporate  here  by  reference  my  answer  to  that  interrogatory. 

The  documents  attached  to  Interrogatory  69  appear  to  be  excerpts 

from  the  monthly  fee  credit  reports  which  Rose  Law  Firm  partners 

received.   The  billing  records  produced  to  the  RTC  provide  a 

more  complete  summary  of  the  IDC  work  performed. 

(a)   DESCRIBE  which  entries  mentioning  YOU  PERTAIN  to  legal 
services  that  YOU  rendered  with  respect  to  MADISON  GUARANTY 
matter  no.  5. 

Please  see  Global  Response  to  No.  69,  supra . 
ii 

|l       (b)   DESCRIBE  which  entries  mentioning  YOU  PERTAIN  to  the 
li  preparation,  or  supervision  of  the  preparation  of,  documents 
ij  SWl-070  through  SWl-074  and(or  SWl-062  through  SWl-068. 
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(c)  DESCRIBE  which  entries  mentioning  YOU  PERTAIN  to  legal 
services  that  YOU  rendered  with  respect  to  MADISON  GUARANTY 
matter  no.  5  other  than  services  supervising  the  legal  research 
summarized  in  RLF2  02932  through  RLF2  02943  and  RLF2  02928 
through  RLF2  02931. 

Please  see  Global  Response  to  No.  69,  supra . 

(d)  DESCRIBE  the  legal  services  that  YOU  rendered  with 
respect  to  MADISON  GUARANTY  matter  no.  5  other  than  supervising 
the  legal  research  summarized  in  RLF2  02932  through  RLF2  02943 
and  RLF2  02928  through  RLF202931. 

Please  see  Global  Response  to  No.  69,  supra,  and  response 

to  No.  64,  supra . 

Interroaatory  No.  70:   Please  review  document  RTC  KC  41004 
and  answer  these  questions: 

(a)  When  did  YOU  first  see  this  document? 

I  don't  believe  I've  seen  this  document  before. 

(b)  Did  YOU  participate  in  its  preparation? 
No. 

(c)  Who  was  Webster  Hubbell  representing  in  writing  this 
letter? 

I  don't  know. 

(d)  For  what  purpose  was  this  letter  written? 
I  don't  know. 

Interrogatory  No.  71:   Please  review  document  RTC  KC  42271 
and  answer  these  questions: 

(a)  When  did  YOU  first  see  this  document? 

I  don't  believe  I've  seen  this  document  before. 

(b)  Did  YOU  participate  in  its  preparation? 
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CONFIDENTIAL 
No. 

(c)  For  what  purpose  was  the  letter  written? 
Apart  from  what  the  letter  says,  I  don't  know. 

(d)  If  YOU  saw  this  letter  before  March  11,  1991,  were  YOU 
at  any  time  before  March  11,  1991  aware  of  facts  suggesting  that 
anything  stated  in  this  letter  was  not  completely  accurate? 

Please  see  response  to  71(a),  supra . 
******* 

I  incorporate  here  by  reference  the  "NOTE"  on  pages  76-77 
of  my  earlier  answers  to  the  RTC's  interrogatories.' 


HILLARY  RODHAM  CLINTON 


Subscribed  and  sworn  to  before  me 
this  day  of  January,  1996. 


Notary  Public 
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CONTINUATTON  SHEBT 

PAGE  9  Of   10 

MTWMewW 

JAMES  T.  CLARK 

04TT  Of  ttWWWM 

Juna  10.  1998 

NUMUMMN 

WA-94K)0ia 

CLARK  confirmed  \t\tx  ha  wrota  rha  first  nota.    CLARK  aaid  that  tti«  nam*  of  tfw  attomay  that  appaara  m  1 

paranthiau  in  hit  notaa  ia  'HUBBELL*.   Ha  uld  that  ha  did  r>M  racall  tha  apacMo  diaouaaioa  but  raoalad  tha  2 

sttuatlon.  Ha  tald  that  ha  bacarrM  awars  that  MFC  had  bo/rowad  «300,000  and  *73,000  from  WAAO  In  April,  3 

1886  and  wai  anamptino  to  datarmina  whathar  tha  borrowlno  waa  oonr«actad  to  tha  t400.000  loan  MGSU  4 

mada  to  WARD  on  March  31 .  1 986.  Ha  racaflad  that  h«  waa  told  dur<r«  hta  inqurlaa  that  tfta  notaa  war*  not  S 

connocted  and  that  loan  #4027  was  not  ralatad  to  tha  Ward  loan  to  Madlaon  Rnandat.  CLAAK  wn  not  aura,  8 

but  bailavas  t\»  waa  talking  to  OENTON  whan  ha  wrota  tha  notaa.  7 

8 

CLARK  did  not  spedflcany  recall  the  notes  by  'Darlena.*  Ha  aaid  that  waa  OAALENE  FOflD,  »n  examirtar  who  3 

assiated  him  on  tha  examination.  Ha  believad  that  he  may  have  aakad  PORO  to  follow  uo  on  what  ha  had  baan  10 

told  about  tha  option.  1 1 

12 

CLARK  was  asked  to  oudina  his  undarstar^ino  at  tha  time  of  tha  examination  of  tha  ralatlonahip  botwaan  loan  13 

#4027  and  tha  Ward  to  Madison  Financial  loan.   CLARK  stated  again  that  ha  was  tt>ld  that  the  loans  ware  14 

'oomoietiiy  separate  deals',  Madison's  'excuse'  for  loan  #4027  waa  that  It  wet 'not  connactad  to  the  Ward-  15 

MFC  loan,  but  was  to  enable  WARD  to  peyoff  other  loana  or  debts.  CLARK  statad  that  Madlaon's  'axotisa*  16 

for  the  Wsrd-MFC  loan  waa  'MFC  wants  to  buy  land  from  Ward,  thayTa  going  to  write  octteo  agraemant,  17 

Ward  wanu  a  guaramy  of  oerformsncs  on  the  option,  and  that  la  tha  raaaon  for  thta  nota  -  In  tha  fUlnsaa  of  18 

time,  note  will  not  be  fundad  bacausa  iha  opdon  will  ba  axerolsad  and  WARD  paid  than,  end  tha  nots  wlH  ba  19 

cancalled.*   CLARK  was  asked  whether  thia  was  an  untiauai  arrangement,  and  ha  rasponoad  ttiat  It  'Makea  20 

no  same  at  the  time,  laaa  now*,  axpacially  when  the  property  eacunng  locn  #4027  waa  tha  same  land  auhlact  21 

to  tha  option.  22 

23 

CLARK  was  read  portions  of  testimony  by  LATHAM  corwemlng  tha  oonnaotlon  barwaan  WARD  loan  4027  and  24 

tha  two  notes  msde  by  WARD  to  MFC.  end  that  the  loan  4027  waa  a  way  to  pay  WARD  oommlaalona.  Ha  25 

said  that  h%  had  not  been  aware  of  that  reoorted  oonr>actlon  batwaan  tha  loana.  Ha  eald  ttut  If  he  had  known,  28 

he  would  have  called  tha  transaction  a  direct  Invanmant  In  MFC  by  MGSL  He  said  that  MG8L  should  hava  27 

shown  the  notes  from  WARD  listed  on  their  books  aa  aooounta  racalvabla.  CLARK  atatad  that  tha  taadmony  28 

'cannot  Jibe  with  what  was  said'  to  the  sxaminara.  29 

30 

Ha  aaid  that  If  ha  had  known  about  the  convniaaiona,  at  tha  vary  laaat  ha  would  hava  oaitad  It  a  draet  31 

Investment  by  Madison  Guaranty  into  MFC  becauae  MGSL  would  ba  fundlfVl  MFC'a  obllgationa.  and  ha  would  32 

have  been  asking  what  WARD  did  to  earn  ttia  commUslona,  and  that  tha  oommlutona  would  been  a  further  33 

Indlcatksn  That  WARD  was  e  'Straw'  buyer  in  the  IDC  purohaaa.  Ha  also  acid  that  If  tha  loan  had  bean  nuda  34 

to  pey  commissions,  ha  would  have  considered  tt>e  loan  'daoaotlva  on  Its  face.*  CLARK  atatad  It  wouM  vfotata  36 

reguiatfona  that  reoulred  transactions  to  ba  fully  and  comptaialy  dooumamad  ao  that  their  tiua  nctura  Is  38 

apparent  to  tha  examiners  end  snyona  oisa.  CLARK  said  that  there  waa  no  way  that  tha  thai  taatimony  wu  37 

consistent  with  whet  he  hsd  baan  told  durtng  the  oxamlnstlon,  CLARK  stated  that  'oonnaetion  wu  the  vary  38 

point  he  was  saakir>g  and  they're  saying  In  the  examination  -  no,*    CLARK  aiao  Indlootad  that  baaed  upon  39 

Whet  he  hsd  now  leemad  the  option  was  created  *tn  order  to  oonoaal  tha  conrMction  -  whattvar  it  was  -  40 

between  #4027  end  Werd-MFC.  41 

42 

CLARK  was  asked  about  tha  possible  use  of  the  Mey  1 ,  1 988  opdon  to  establish  a  valua  for  tha  property  for  43 

tha  benefit  of  the  examiners.  CLARK  suted  that  ha  'vrauld  not  hava  oredltad  tha  valua  boaod  on  tha  option  44 

price*.  46 

40 

CLARK  was  shown  a  copy  of  tha  front  oaga  of  a  varaion  of  tha  May  1 ,  1 988  option  that  had  a  note  by  FORD  47 

KocR«i.  DSTOsn  NtuiuNee  eowoRATioN  FOB  OFFICIAL  U8t  ONLY  "*  *■  '""••  •••isia 
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federal  examiners  at  Madison  Guaranty  Savings  «  Loan? 
X.      I  think  that  nay  have  been  of  eoae  concern  to  his  as 

well. 

0.      I  want  you  to  look  at  now  what's  been  introduced  as 
Defendant's  Exhibit  3,  an  option  to  purchase  tracts  27  and  28 
of  Holman  Acres.   Can  you  tell  the  jury  about  the  circumstances 
surrounding  the  financial  corporation  taking  an  option  out  on 
this  property? 

A.      Yes.   I  know  this  is  confusing,  but  the  loan  was  done 
really  at  that  time  in  lieu  of  the  option.   The  option  more 
concretely  or  more  accurately  reflects  the  nature  of  the 
transaction,  that  being  that  the  service  corporation  owed  Seth 
$300,000  in  commissions .   In  the  initial  purchase  of  all  of 
that  property,  Seth  retained  tracts  27  and  28  of  Holraan  Acres 
as  his  commission,  which  was  later  to  be  bought  by  the  service 
corporation.   The  option  allows  the  service  corporation  to  buy 
the  property  from  Seth,  thus  Seth  receives  the  $300,000,  and 
the  service  corporation  would  have  the  property. 

The  note  was  done  very  quickly  to  make  sure  that  that 
debt  was  evidenced  should  something  happen  to  anybody  to 
protect  Seth.   The  note,  however,  would  have  left,  if  that  was 
the  way  it  was  finally  stuctured,  would  have  left  Seth  with 
the  $300,000  plus  the  property,  which  was  not  the  intent  of  the 
transaction. 

MR.  JENNINGS:   If  the  Court  please,  we  object  to 

SEN  32912 
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that  statement  as  being  Intent  to  vary  the  teras  of  the  written 
agreement  by  oral  testimony. 

THE  COURTt   Objection  be  denied. 
Q.      (By  Ms.  Hartley)   Mr.  Latham  — 

MR.  JBNNZNGSi   Hay  Z  ask  this  witness  what's  the 
source  of  his  information? 

THE  COURT  I   I'll  let  you  cross  him. 

MR.  JENNINGS:   You  mean  later? 

THE  COURT:   After  while. 
Q.      (By  Ms.  Bartley)   Now,  you've  testified  that  the  note 
was  to  evidence  --  the  note  given  by  HFC  to  Ward  was  evidence 
of  $300,000;  the  option  was  to  effectuate  the  intent,  which  was 
to  purchase  tracts  27  and  28  from  Mr.  Ward  for  $300,000.   Then 
Mr.  Ward  would  have  the  money,  and  Madison  Financial 
Corporation  would  have  the  land;  is  that  correct? 
A.      Yes,  that's  cor'^rect. 

0.      Now,  the  option  is  in  the  amount  of  $400,000.   Do  you 
Icnow  why  it's  taken  for  400,000? 

A.      No,  other  than  when  it  was  drawn  up  it  may  have  been  to 
offset  the  note,  which  was  also  for  $400,000.   Z  believe  at  the 
time  the  balance  on  the  note  was  300,000,  that  100,000  had  been 
paid  off,  the  300,000  remaining  being  ••  what  I  remember  as 
being  the  amount  of  the  commissions.   That  would  be  the  only 
thing  Z  could  think  of  on  the  option. 
Q.      Was  MFC  able  to  exercise  the  option  and  purchase  the 
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"Hnitd  3mt£s  Senate 

COMMITTEE  ON  BANKING.  HOUSING.  AND 
URBAN  AFFAIRS 

WASHINGTON.  DC  20S 10-6075 


June  13,  1996 


Bv  Hand  Deliver'/ 


David  Kendall,  Esq. 

Williams  i  Connelly  , 

725  Twelfth  SCrsec,  N.W. 

Washington,  D.C.   20005 

.Dear  Mr.  Kendall: 

I-  has  ccme  to  the  attention  of  the  Special  Committee  to 
Investigate  Whitewater  Development  Corporation  and  -delated 
Matters  that  the  First  Lady  has  offered,  through  .Associate 
Special  Counsel  to  the  President  Mar:<  Fabiani,  to  respond  in 
writing  to  questions  posed  regarding  the  subject  matter  of  the 
Committee's  work. 

As  Vcu  know,  the  Committee  will  submit  its  report  to  the 
Senate  on  Monday,  June  17.   Accordingly,  we  are  pleased  to  accept 
the  First  Lady's  offer  to  provide  a  statement  in  response  to 
questions.   We  request  that  the  statement  be  furnished  under 
oatn. 

Cf  principal  concern  to  the  Committee  at  this  point  are 
certain  questions  relati.".g  to  tne  -lose  Law  Firm  billing  records 
you  produced  to  this  Committee  on  January  5,  199S  .   These 
q'uestions  arise  because  of  important  new  evidence  received  by  the 
Committee  only  wiihin  t.ne  last  twc  days.   In  fairness,  we  will 
outline  this  evidence  to  you. 

The  billing  records  disclose  that  Mrs.  Clinton  billed 
substantial  hours  for  IDC,  otherwise  known  as  Castle  Grande. 
Evidence  received  by  the  Committee  establishes  that  from  October 
1585  through  the  spring  of  1386,  James  McDougal  and  his 
confederates  engaged  m  a  series  of  land  flips  and  insider  loans, 
generally  described  at  the  time  by  federal  bank  examiners  as  a 
"sham  transaction."   The  examiners  concluded  that  Seth  Ward  acted 
m  effect  as  a  "straw  man"  holding  a  large  parcel  of  land  to 
avoid  regulatory  restrictions  on  Madison's  investment  m  that 
orocertv. 


Newly  discovered  evidence  indicates  that  a  3300,000  note  and 
a  370,943  note  from  Madison  Financial  Corporation  to  .Mr.  Ward, 
dated  April  7,  19S6,  were  intended  to  disguise  Madison  Guaranty's 
prior  payment  of  commissions  to  Ward  on  behalf  of  its  subsidiary, 
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Madison  Financial.   These  notes  evidencly  replaced  an  earlier 

$400,000  noce.   Evidence  presented  to  the  Committee  indicates 

that  the  Ward-Madison  notes  were  a  way  to  hide  the  funding  of 

Ward's  "commission"  for  his  participation  as  a  "straw  man"  in  the 
Castle  Grande  transactions. 

According  to  the  billing  records,  on  May  1,  1986,  Mrs. 
Clinton  legged  substantial  time  conferring  with  Seth  Ward  and 
drafting  a  document  providing  Madison  Financial  the  option  to  buv 
some  remaining  Castle  Grande  property  from  Mr.  Ward.   Shortly 
after  the  May  1  option  was  drafted,  it  was  shown  to  the  bank' 
examiners  as  purported  evidence  that  the  April  7  notes  between 
Mr.  Ward  and  Madison  were  unrelated  to  Mr.  Ward's  commissions  for 
the  "sham  transaction."   This  was  important  because  the  examiners 
were  then  scrutinizing  the  legitimacy  of  the  crossing  loans  and 
notes  between  Mr.  Ward  and  Madison.   Of  course,  had  the 
regulators  been  aware  of  the  true  purpose  of  these  Ward-Madison 
transactions,  they  might  well  have  unraveled  the  entire  scheme. 
This  week,  the  examiner  who  was  in  charge  of  the  1986  Madison 
examination  stated  that  "based  upon  what  he  had  now  learned  the 
option  was  created  'in  order  to  conceal  the  connection  -- 
whatever  it  was  --  between'"  the  Ward-Madison  notes. 

According  to  the  billing  records,  Mrs.  Clinton  logged  time 
to  IDC  on  April  7,  described  as  "Telephone  Conference  with  Don 
Denton."   Don  Denton,  of  course,  was  the  former  Madison  loan 
officer ^whc  clayed  a  significant  role  m  the  entire  series  of 
Castle  Grande  transactions.   Significantly,  that  April  7  billing 
record  entry  is  circled  on  the  billing  records  m  ink. 
(DKSN029024J  .   You  will  note  that  April  7  coincides  with  the  date 
of  the  notes  discussed  above. 

Also  according  to  the  billing  records,  en  May  1,  Mrs. 
Clmtcn  logged  a  substantial  amount  of  time  to  conferring  with 
Seth  Ward  and  preparing  zr.e   May  1  option.   This  e.ntry  on  the 
billing  records  is  also  circled  in  ink.  (DKSN029026) . 

Mrs.  Clinton  has  previously  testified  under  oath  that  she 
has  "no  recollection"  of  the  option,  other  relevant  documents,  cr 
the  transaction  they  reflect.   (Supplemental  Interrogatory 
Responses  of  Hillary  Rodham  Clinton  to  the  RTC,  1/20/96) . 

This  was  how  the  matter  stood  until  this  past  Tuesday.   Cr. 
that  day,  according  to  the  FDIC  Inspector  General,  the  FDIC 
finally  had  an  opportunity  to  question  Don  Denton,  the  former 
Madison  loan  officer,  about  the  April  7  conversation  first 
revealed  m  the  billing  records.   Mr.  Denton  told  FDIC 
mvesticatcrs  that  he  recalls  this  conversation.   As  Mr.  Dentcn 
described  t.-.e  events,  he  received  a  phone  call  from  Mrs.  Clir.tc". 
and  returned  tnat  call  on  April  7,  1986.   This  call  is  evidenced 
by  a  copy  of  Mr.  Denton's  contemporaneous  message  slip  as  well  as 
by  Mrs.  Clinton's  billing  entry. 
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According  zo  iMr.  Dencon,  curing  che  phcne  ccr.versacion,  he 
and  Mrs.  Clinccr.  discussed  che  previcusiy  isscriisd  notes 
exchanged  becwean  Ward  and  Madison.   Moreover ,  Mr.  Cencon  recalls 
chat  during  zheir  April  7  conversacion,  he  zz'.d  y.rs .   Clincon 
"thac  chere  could  be  a  problem  wich  che  noc=s  as  chev  conscicuced 
in  effect  a  paranc  entity  fulfilling  the  ccligacicr.  of  a 
subsidiary. " 

Mrs.  Clinton  "'summarily  dismissed'"  Mr.  Denton's  "caution. 
.  .  in  a  manner  which  he  took  to  mean  that  hs  was  to  take  care  of 
savings  and  loan  matters,  and  she  would  take  care  rf  legal 
mattes . "  • 

Mr.  Denton  confirnied  that  he  sent  copies  of  the  notes  to 
.Mrs.  Clinton.   Mr.  Denton  further  stated  that  he  received  a  copy 
CI  the  May  1  option  --  which  was  prepared  c*-"  Mrs.  Clinton 
according  to  her  time  sheets  --  either  frcrr.  .Xrs .  Clincon  or  Sech 
Ward . 

Mr.  Denton  said  that  he  believed  Mrs.  Clinton  was 
representing  both  sides  of  the  Ward-.Madison  transaction. 

In  sum,  Mr.  Denton's  evidence,  given  to  federal 
investigators  under  a  legal  obligation  of  t— itnf 'ulness,  13  U.S.C. 
§  1001,  sheds  new  light  on  the  nature  and  extent  tf  Mrs. 
Clinton's  work  on  this  Castle  Grande  matter,  especially  thac 
related  tno  the  .-.pril  7  notes  and  the  May  l  Cpticn.   .i.lso 
important,  we  should  emphasize  that  without  the  celatedly 
discovered  billing  records,  this  evidence  would  ■/="/  likely  never 
have  surfaced.   This  is  particularly  important  because  m  1988, 
according  to  the  ?,ose  Law  Firm,  Mrs.  Clinton  aut.-.trited  the 
destruction  of  ner  law  firm  files  related  to  her  -vorx  for 
Madison. 

In  view  of  the  foregoing,  we  request  that  Mrs   Clinton  seek 
to  refresh  her  T.e-cry  about  these  transactions,  and  to  inform  the 
Committee  of  w.-.at  sne  recalls  about  them. 

In  addition,  we  request  that  she  state  any  <nowledge  she  may 
have  concerning  zne  Rose  Law  Firm  billing  rectrds  oearing  Bates 
Stamp  numbers  ~  ••■.£;iC2  8S2  8  througn  DKSN029042,  i.-.cl-dmg  whether 
she  has  reviewed,  handled,  or  discussed  (ot.-.er  t.-.an  with  counsel: 
these  records,  i.~d   her  knowledge  relating  to  tne  disappearance  or 
discovery  of  t.".2se  records. 

Finally,  wr  request  that  she  furnish  any  information  she  has 
concerning  the  removal,  of  files  from  the  F.ose  Law  Firm  by  either 
Webster  Huobell  or  Vincent  w.  Foster,  Jr.,  during  1S92  and  1992. 

Because  of  our  time  oonstrai.nts ,  we  req-uest  t.-.at  any 
response  be  furnished  no  later  than  10:C0a-.  on  Monday,  June  1", 
so  that  It  mav  oe  included  m  che  record. 
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To  assist  you  in  preparing  these  responses,  we  are  enclosing 
herewith  interview  reports  and  other  relevant  documents  referred 
to  herein. 


Sincerely, 


f^^^A^ 


Alfoa^  M,  D'Amato 
Chai 


:o  Richard  Shelby  -n-J 


lu/Uuu^    /JUJi^ 


Christopher  S.  Bond  Connie  Mack 


:.auch  FaircZoch  Robert  ?.  Bennett 


cc:   Paul  S.  Sarbanes 
Rankina  Member 
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City  of  Washington       ) 

)  ss; 

District  of  Columbia     ) 


AFFIDAVIT  OF  HILLARY  RODHAM  CLINTON 

Hillary  Rodham  Clinton,  being  duly  sworn,  deposes  and  says: 

(1)  I  am  submitting  this  affidavit  in  response  to  the 
letter  to  my  counsel,  David  E.  Kendall,  dated  June  13,  1996, 
which  was  signed  by  the  Republican  members  of  the  Special 
Committee . 

(2)  I  believe  that  my  Supplemental  Interrogatory 
Responses  to  the  Resolution  Trust  Corporation,  which  I  submitted 
on  January  20,  1996,  and  my  transcribed  interview  by  the  Federal 
Deposit  Insurance  Corporation  on  February  14,  1996,  contain 
information  responsive  to  the  Special  Committee's  questions.   My 
counsel  is  submitting  both  of  these  documents  to  the  Special 
Committee  with  this  affidavit. 

(3)  I  saw  Madison  Guaranty  billing  records  in  the 
1985-1986  period  when  I  was  billing  partner  for  the  legal  work 
which  the  Rose  Law  Firm  performed  for  the  savings  and  loan 
association.   I  recall  discussing  some  of  this  legal  work  in 
1992  with  Mr.  Vincent  Foster  and  Mr.  Webster  Hubbell,  as  I 
sought  to  answer  press  questions  about  the  Madison  Guaranty 
representation  during  the  Presidential  Campaign.   Prior  to  the 
recent  release  of  FBI  fingerprint  information,  I  had  stated  that 
I  might  have  been  shown  billing  records  in  1992.   While  I  had 
and  have  no  specific  recollection,  the  particularized 
information  (e.g. ,  date,  numbers,  etc.)  contained  in  a  two-page 
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memorandum  I  drafted  in  1992  (DKSN028346-028347) ,  attempting  to 
address  certain  questions  raised  at  the  time  concerning  certain 
securities  work  that  the  Rose  Law  Firm  had  done  for  Madison 
Guaranty,  suggests  to  me  that  I  probably  had  reviewed  the 
billing  records  at  that  time.   I  do  not  know  how  the  billing 
records  (DKSN028928  through  DKSN029043)  came  to  be  identified  by 
Mrs.  Huber  at  the  White  House  on  January  4,  1996,  although  I 
have  read  various  media  accounts .   The  records  were  produced  to 
the  Special  Committee  and  other  investigative  agencies  within 
twenty- four  hours  of  this  identification. 

(4)  I  do  not  have  any  first-hand  knowledge  concerning 
any  removal  of  Madison  Guaranty  files  from  the  Rose  Law  Firm  by 
either  Mr.  Foster  or  Mr.  Hubbell  during  1992  and  1993,  although 

I  have  read  various  media  accounts . 

(5)  I  request  that  the  transmittal  letter  of  my 
counsel,  dated  June  17,  1996,  addressing  certain  allegations 
recently  made  by  Mr.  Don  Denton,  be  made  part  of  the  records  of 
the  Special  Committee's  proceedings,  along  with  this  affidavit. 


aryI  1 


HILLARY\  RODHAM  CLINTON 


Subscribed 
this  /t/H 


Subs cribi^ 'and  sw&jso  l-o   before  me 

1996. 


2  - 
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WRIGHT.  LIN05EY  a  JENNINGS 

ATTONNCrS  AT  CAW 

*eo  mt*1  CAITOt.  AVtMU* 
SWITC  SIOO 

UTTLC  OOCK.  *■■(«»•*•  T3aet-3«»* 

(Mil  371  oao« 


^f* ..  <uo<r(>  February  7,    1996 

•C«t«'  MUrrr  ic>u>ac*  aCtr  atAOMW 

•*«•'<  1.  T»ri.o»  «»VC  •  •Kton 


Viet  D.  Dinh  BY  FACSIMILE 

Associate  Special  Counsel  202-228-0020 

CoiuBittee  on  Banking 
Washington,  D.C.   20510-6075 

Dear  Mr.  Dinh: 

I  assume  that  in  addition  to  receipt  of  ny  recorded  nessage  of 
this  looming  you  have  now  received  a  fax  nessage  fron  ne.   In 
accordance  with  your  request  I  an  supplementing  ay  previously 
faxed  nessage  by  confiming  ay  deposition  testimony  that  this  was 
the  only  neeting  between  Mr.  Kendall  and  Mr.  Hard  that  I  am  aware 
of.   I  an  enclosing  a  copy  of  a  nessage  zroa  ay  sacracary  i.".  =y 
ueiiaijL  'AJ"  CO  r*r .  Tav^sI^  " J7;T"' ,  i^ts  Ji.'.ui-'/  f,  i.':u  yl''L7t~^ 
that  I  expected  to  meet  with  Mr.  Kendall  on  January  11.   I  also 
enclose  a  copy  of  time  record  of  Mr.  Tisdale,  dated  January  11, 
1996,  concerning  a  meeting  by  Mr.  Tisdala  with  Mr.  Kendall  and 
Mr.  Ward. 

I  take  issue  with  the  statement  in  your  latter  that  my  message 
changes  my  deposition  testimony  in  material  respects.   We  were 
both  aware  during  my  testimony  that  I  did  not  have  a  recollection 
of  the  exact  date  of  the  meeting.   You  have  the  benefit  of  having 
a  copy  of  ay  deposition  testimony,  which  I  do  not  have.   I  think 
a  fair  reading  of  my  testimony  will  demonstrate  that  I  did  not 
know  the  date  but  thought  that  it  was  before  Christmas. 

Yours  very  truly, 

WRIGHT,  LINDSZY  fc  JENNINGS 

Alston  Jenning^^ 
AJ/ivs 

mtiu.oo 
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During  ay  testimony  by  deposition  on  Tuesday,  Februaty  6, 
1996,  I  vas  asked  about  a  aeeting  between  Seth  Ward  and  David 
Kendall  and  vaa  asked  on  what  data  the  aeeting  took  place.   Z 
replied  that  X  could  not  fix  a  date  but  thought  it  was  in  1995. 
I  was  asked  if  it  was  before  Thanksgiving,  and  I  believe  I 
replied  that  Z  didn't  think  so.   I  was  asked  if  it  was  before 
Christaas  and  I  expressed  the  belief  that  it  was. 

Upon  returning  to  oy  office,  I  checked  records  and 
discovered  that  the  exact  date  of  the  aeeting  was  January  11, 
1996. 

I  respectfully  request  that  this  inforsation  be  incorporated 
in  ay  deposition. 


Alston  Jenningr',  sr. 
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vVhlLE  YOU  WERE  OUT 


TOU 


Ai 


iff— oLJ^ 


«F 


v^^r 


^       ^    /        —    /^ 


/-/ 


DATE 

BIQNED^ 


■i^^ 


5 


.TIME 


cr-y-^^ 
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?i'o?  (l/::^,.tJJ^^A-i^  ■Ulj^.'^_ 


REDACTED 


RS  002372A 
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Pulajki  County  Muoicisai 
.'udse  David  Htle  say*  he  ex- 
pects to  oe  indictea  oa  federal 
c&artei  this  weelc 

Aad  he  uid  he  hltses  par. 
of  hit  problesi  ja  bad  loans 
made  in  the  19801  to  sroupt  that 
included  the  pmident  of  the 
United  SUtcs  and  the  fovemor 
of  Arnnsai. 

Hale,  a  municipal  judge  since 
1979.  laid  he  tzpeet^  to 
dieted  for  allegedly  iciirepre- 
xeatinj;  ums  for  loaaa  enade  fry 
Capital  Manaseaent  Services 
lac.  I  small  builoess  invest- 
ment company  licensed  to  majce 
SmAll  Busioesf  Adninistraaon 
loaci. 

Be  provided  no  ipecii'icj 

about  the  espeetad  Icdictsent 

■*  aad  laid  It  U  a  separate  matter 

Sea  HAL£.  Page  tOA 
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from  iozas  bis  comoaav  maae 
•to  fcroup^  invotvias  frejiaec: 
•CUntfln  «nd  Gov  jim  Guy  Tucx- 
erl  3ut  there  v»e.-e  mi»r«pre- 
sepiatidns  la  c&e  use  of  iftose 
loans  cdo.  Kaie  caaiecacc 

I'l  iust  would  like  to  se  treat 
ecifsir'.'i'."  Haie»aia  r.  inter 
vte^-s  T>i««a4i'.  "iruiey  re  «oifii{ 
to  ^c  into  this  coisj,  men  coer 
ought  to  iooK  at  ill  of  it." 

Etie  ^id  nil  mistortuaes 
sunea  after  loass  made  during 
Uie  mitl-lSSOs  at  the  oetittt  of 
ClintoaxTu<^eraad  Jamej  Me- 
-'Dougal. \bea\neac  of  Madisoc 
Guariary'Savihss  Lad  Loan  A: 
jociation.  a«yer«i  corporate  en- 
tities Kale  ntaoe  uiaas  to  tAen 
defaulter  on  th>ff^axis  and  lei'\ 
Capital  Mf  na^eaenc  la  a  poor 
capital  posiuoc.Kale  saic. 

The  ReioluttoQ  Trust  Cor; 
tBe  feaeru  &<eocY  taat  taanaxe^ 
ana  lells  au«u  o^failec  savui££ 
ana  loans,  later  loox  over  Madi 
Jon. 

Dvinas  Lhe  mtd-l9BC>s.  Cliaioo 
ana  UcOou£Jii  — ma.  at  a  seoa- 
rate  tim«.  Tucker  and  McOou- 
gai  —  approacned  Hale  I  com 
parrjlfor  loaai.  aecordinj  te 
Ha  lie. I 

"|I  telt  ...  It  wu  someLhin;  I 
should  do."  Hale  uid.  "because 
u  x^  sotsetbln^tliacthey  ae«o 
"ed  knd  t'hey  waacea  me  <o  da. 
and  I  felt  like  I  dioutd  do  it." 

Hale,  woo  utdbe  Has  tnowc 
TucKer  since  tSe  laoOs.  said  be 
:i&ou£nt  It  would  bun  his  pohu  - 
eallcar&e-r  if  he  did  not  hels 
UieEi.  .' 

OfHeiaii  wi:t  tie  wtiue 
House .^resi  ofTice  coota^tec 


*>aaejday  *ere  no6  famuu.- 
«itti  the  oeai  arc  wouic  ao: 
comser.t.  Jt=i  .McDou^ai  coui: 
not  be  reacQed  for  eoramer.: 
'•eanesQA.v 

Max  Parser.  isoKessau  tc 
lae  go*er2or.  saia  tne  soverac: 
caiiea  Haie  :  aliegatioc: 
aiiarr; 

"He  nas  to  wosoer  wnai  mc- 
avaies  L&eic  bact  of  eilesaaons 
ana  *oo  raouvaLes  tiec."  Pari- 
er  said  .Waanesday  of  T^:eter 

Hai«  laid  be  came  forvirc 
oecauie  aa«mpu  lo  aetonaie 
•lUi  tat  UWe  Rock  U.S.  acor- 
oeyi  oClce  fell  awn. 

•It  »m»ma  »rtlnnirtr?h.  T !  <?  _ 


attorney  aaa  vaat  we  saw  wis 
comiag  dova.'  Saie  laid 
"There  »aj  fio  aoubt  lc  ay  auno 
(hat  1  was  (oiae  to  Oe  let  up  at 
(ne  fall  oe.'qon.  


Hale  fint  learsed  (roerai  la- 
vestiijatorb  were  after  .^IC  arter 
t2e  rsi  raioed  hu  ousiaesj  v\\b 


irertywarrant  July  21 
ale  said  he  offerea  tn  :js'w 
d  supply  docunents  as  sa.-. 
yPlea  tiariam.  but  Deout^ 
Attorney  fletcner  jacssor. 
1  \intenesttd. 
icjoson  Tstates  ne  nac  e-g.-.: 
e  y^arslto  retire,  ao:  ae 
rt  Waatilo.fio  anrtnir.g  :; 
ardiieibiJ  retirecer.: 
e  aaic. 

aessoo  tias  oeen  '■".•.s.  is-, 
attoraeys  otTice  :.-.  L:i:;t 
cc  si/nce  /19TI.  iccorcic;  iv. 
ws  reoorj.  He  die  aot  return 
on*  cails  for  cocasc: 
fcoBsday 

rUle  said  Clinton  and  Mc- 

D9<i8al  got  Uaie  to  a^rst  to  ie:c 

' "'.OCD  (Q  tie  CQid-l9S0s  from 

lal  .Management  :3  ."rfasic: 

arXetint  a  corporate  eat;iT 

lOtroUecjby  MeOoop.ii  s  wife. 

susaaJitQausal 

cooey.  earr:.-ir«e':  fc: 
oroiee'j  iQ  Pulasici  Ccunr>.  e<. 
•.uaib"*as  used  for  *Qite-*atsr 
Deveioptaaat  Co..  of  waica  5u 
saa  .HcDougai  was  a  sartne: 
.=iaie  said.  News  reoorts  .-.a»T 
stated  taat  Bill  Clision  sat 
Hillary  Rocoaa  CUctoc  au; 
▼ere  partners  in  tee  aow.<ic- 
ruAc:  coiBpaa}'. 

The  Cllatoas  ooueot  200 
rAcret  of  OLart  Mouniaic  proc- 
\rrf  ^nin  Jla  McDousii  ic\  1975 
aecor^iag  to  aewi  reoor.s.  lao 
fdua^d  Whitewater  Develop- 
dbq;  in  1979  to  aeveiop  tae 
a^a.\ 

-^  Docuaeata  obtaiaea  sy  cat 
Arkansas  Dtmoerat-Coitr.c  rt- 
Hrfllax  tte  COO.ODD  loan  to  Su- 
iUi  McDotigBl  majte  no  iientior. 
of  lhe  Cllntoai. 

juian  McDougai  caoe  oc 

payneais  on  ber  losn    liaU 
said. 

Jlo  McDoujUl  aiso  pityec  i 


nniitjH 
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;3r.  .r.  :  loan  Lr.voivtng  T;«Ker 
Kale  saic.  ,^ 

Accorain?  '.o  Kalef in  '.be  fall 
3f  1985  Tucxer  \v(<X  McDougal 
aDp.'oacae<l  H*i^  for  help  witJ-, 
Maotson  Cuae^nty's  ftnanciai 
problems  aa^  aito  sou^hP^le- 
velopmeot  money  for  thex  srop- 
enies.  Officers  of  tho^iL  ex 
pected  t  19Bfl  audit  ana  aeeded 
lo  remove^ome  pnjpeiues  from 
Madtsoni  booluylixle  said 

Parker  countered  that  Mc- 
Dougal  iJirst  ap^roacnea  Hale 
aoou:  Cisile  Sewer  and  Wster 
Corp.  as  3  development  prasoer. 
aad  Tucker  later  Ulied  to  Hale 
Castle  S'ewerland  Water  *as  s 
r*al  estbie  developoeat  aoc 
u.ilitr  iocanaay  creaiea  bv 
Tucrer  inc  seM'«r  ccntrsc.o- 
a.D  Randolph. 

Hale  saia  he  toid  Tucker  ano 
MeDou^l  \t  would  orain  CapitiJ 
Manaeenent's  aapital  to  rcaice 
the  loans  thit  would  prov.de  the 
develop  menCvnooey 

So  Tucxervandy  McDoueai 
porea  over  CapkaJ's^rooer.iej 
looKine  for '*fiys~of  raiamj  cap- 
ital. Hale  said.  ThViw^picxea 
roro  pieces  of  propeJrj"  off  US 
871S7  la  nor>.emP'jlaikf  Coun- 
r/  Uiat  Hile  Qv»Tie<i  aac  in  wnicr. 
tie  had  invested  about  CW.OOO. 
Eale  said. 

But  Parxer  uid  Tucker  nev«r 
looted  at  Capital  ila.aa£eaeat': 
books 

Throuja  various  transac 
tions.  the  propertiet  were  sold 
to  Dean  Paul  Ltd..  a  company 
controlled  by  Oeaa  Paul.  Hale 
said.  Onejxact  sold  for  about 
JIOO.OOO.  ■i'ttile  t£e  otQer  *«nt 
for  about  SQO.OOO.  accordiog  to 
county  records 

After  tUe  deal,  an  appraitai 
sent  to  Littlle  fttj^k  TrafTic  Judge 


Bill  Watt  placed  tne  lano  s  val 


je  at  rr.ore  '..Ian  S75O.00O.  Haie 
said  Watt  served  as  trustee  for 
on*  of  the  properties  m  me 
deal,    jceoraiag   to    county 

But  instead  of  a  S400.aooTo3 
Madison  Guaranty  proviaed 
Paul  with  an  S822.000  murtiage 
that  was  then  oaia  to  Haie  for 
the  two  tracts.  Hale  said 

County  records  veriTied  the 
SS2S.a)0  loan  acsount.  Haia  saia 
ne  usee  about  S300.CXX)  to  pay  off 
■.he  original  debt  on  ihe  two 
properties  and  put  the  rest  into 
Capital  .Management's  pool.  The 
'xsnsacrions  c:os«a  in  February 
1986.  accorsia?  ".a  countv 
-tcoras 

Tuexer  nas  ac  recollection  of 
:.'ie  Dean  Paul  aeai.  according 
•.3  Parxer 

•AS  far  as  he  knows,  he  didn  t 
cave  any  pan  :n  :t. '  she  added. 

TucKer  s  name  ooes  not  ap- 
pear on  the  documents  invotv- 
,nE  the  sale  to  Dean  Paul  Ltd. 

In  .March  13S6  —  •tthin  dayi 
3f  the  c;Qse  of  the  sale  to  Dean 
Paul  —  lueker  and  partners  ir 
Castle  5e*er  and  Water  oougnt 
1  sewer  plant  and  Una  m  sou 
•m  Pulaski  County  ftotn  Maoi- 
son  Financial  Corp  .  a  sub- 
sidiary of  Madison  Guaranr/.  ac- 
coraing  to  county  recoras 

.\:  pert  of  that  deal.  Canttai 
Management  loaned  $150  000  tc 
Castle  Sewer  and  Water  as  ae- 
velopment  money.  Rale  said.  A 
copy  of  the  canceled  cneck  dat- 
ed Feb.  2a.  1986.  *as  endorsea 
for  CaiUe  Sewer  wich  wnat  ap 
pears  to  be  Tucker  s  signature 

In  1987.  Tucker  returned,  ask- 
ing for  more  money  to  develop 
property  near  the  CaiUe  Sewer 
and  Water  site.  Hale  said.  Ac- 

cording  to  a  1987  ■a^TT'nmrnt  nb, 
taineo  by  tne  Ocina<rra.t-Craztii,i. 


^4PiUl  .Management  agreed  '_: 
ioahsup  10  HSO.OOO  to  Southloop 
Construction  Corp..  a  n«w  cor- 
porate ^f.ty  created  by  Tuca- 
er  ana  Rahaolph.  TucJuri  pan- 
ner  m  CajtlV^Sewer  and  Water 
.Through  ;knuary  1988.  C«i- 
Unagem\nt  wrot«  thres 
chec>«  toialikg  JIOO.OOO.  la 
Southloba.  aecowing  to  copies 
of  canceled  cnecka  obtained  by 
tne  Demoesct-Cdrertc.  Tucxe: 
•  pparently\end(irsed  :vo  cr 
•-hose  cnecxs  ^or  Sauthloo*  anc 
aepotited  them  inlCattle's  ac- 
count \ 

Of  the  two  ipanslio  Tucxw  s 
corporations. JKaie  ;aia.  pay- 
cents  totaling  aoout  21.000  wej>e 
:Tjade.  /        ) 

Those  delinquent  loans,  anc 
the  one  to  Sus'an  McOougal.  leo 
to  financial  problems  at  CapiUl 
Maaagemenx  that/led  lo  tie  feo- 
eral  lovesi/gatio^.  Haie  said. 

•What/they  intended  lo  co 
iiouid  iJe  to  indict  mc  and  di»- 
fae."  Hileisaid.  "and  pro- 
:  the  others  "V 

Watt  saio  Wednesday  -le 
couldnt  re3i^-^^'g''-^r^'-'<^'''  of 

-..Te  bean  Paul  deal  but  noted 
his  la*  firm  nad  performed  le- 
gal services  for  Haie  in  the  mic- 
1980s. 

Watt  acknowledged  he  b»c 
servea  as  trustee  —  a  neutral 
thira  parry  —  in  some  of  Hale  s 
lanc  transactions. 

"I  don  t  tave  the  N-aguest  idea 
of  wnat  was  trajispinnjj  at  that 
time  from  the  standpoint  of  de- 
tails on-D«vid's  aeai."  Wan  asid. 
"t  can  ^U  you  that  if  I  orderec 
out  an  aiipTiiiai.  I  ordered  it  out 
because  ^iXof  the  parties  aaked 
me  to;  anid  ^nce  1  was  holding 
'.he  pro;yert>\as  the  trustee.  1 

-WIS  tfre'proper  party  to  oroer 
the  appraiial."\ 
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IN  THE  UNITED  STATES  DISTRICT  COURT 


EASTERN   DISTRICT  OP   ARKANSAS 
J1I3£ISI0N 


fAtm 


UNITED  STATES  OF 


DAVID  L. 

CHARLES  MATTHEWS 
EUGENE  FITZHUGH 


providing  financial  assistance  to  small  busirfess  investaant 
companies  ("S3ICs''t  in  order  to  aid  SBICs  in  lending  money  to 
small  business  concerns.   Under  the  rules  governing  the  SBA,  it 
can  loan  an  SBIC  as  much  as  three  dollars  for  every  dollar  of 
capital  received  by  an  SBIC  ("paid-in-capital"). 

(b)   Capital  Management  Sairvices,  Inc.  ("CMS")  was 
a  privatelM  owned  SBIC  located  in  Little  Rocic,  Arkansas,  which 
specialized\in  making  loans  to  what  were  represented  to\be 


socially  or  economically  disadvantaged  small  business  concerns. 

i  \^ 

j      (c)   Defendant  DAVID  L.  HALE  was  an  owner  and  the 


President  of/^MS. 

i   / 

II  (d)      Defendant  CHARLES   MATTHEWS   was   an   attorney 

working  as-a   broker  at   Prudenciai-aace   Securities,    Inc. 
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( "Prudential-ajiche" ) . 

(e)   DefendanS_JgfGEME  FIIZgUGH  was  an  attorney 
practicing  law  in  LitfcTe  Rock,  Arkansas. 

The  Conspiracy 

2 .  /FroB  in  or^-abOut'  Septeiu*ie?~~t9A8^,  up  to  alijd 
including  in/or  aboi»t  March  1989,  in  the  Eastern  Oigtrict\of 
Arkansas  and  elseWhere,  the  defendants  DAVID  L.  HALE , ^HARAES 
MATTHEWS,  And  EUGENE  FITZHUGH,  and  others  known  and  iinknown, 
unlawfully,  willfully  and  knowingly  did  combine,  conspired, 
confederate,  land  agree  together  and  with  each  other,  to  d^fr^ud 
the  United  States,  and  its  agency,  namely  the  SBA. 

\   \     The  Purpose  of  the  Conspiracy 

3V   \  The  purpose  of  the  conspiracy  was  to  ob'^in  jaoney 
and  property \from  the  SBA  by  means  of  false  and  fraudiilent/ 
pretenses,  representations  and  promises  concerjiilig  the  paid^n- 
capital  of  'CMS  aiwk^^e  status  of  certain  lodiiis  uii  Lhe  books  of 
"Cms. 

Manner  and  Means  of  tht  gongPJraCY 
4.    It  was  part  of  the  conspiracy  that  defendants 
DAVID  L.  HALE,  CHARLES  MATTHEWS,  and  EUGENE  FITZHUGH,  with  others 
known  and  [TSnknown,  would  and  did  by  deceit,  craft,  tt-^ckery  and 

!  \ 

dishonest  {means,  defraud  the  United  States  and  its  ag^rt^y,  the 

SBA,  in  ^hat\i»fonrlan^-g  nAvrn  r — HALE,  rH^RLES  MATgHgWS,\and 

I 
EUGENE  FIT7.HUGH,  with  Others  known  end  unknown,  knowing  tii^t  the 

amount    of     pawj-i  n-oapi  ^a^      nf     rM<;     anrt     g1-aMic     nf     Inanr     nn     1-hn-'  bOOkS 

of  CMS  woU\d  influence  the  SBA  to  provide  financial  assistance  to 
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CMS,  would  and- did  fraudulently  and  falsely  inflate  the  amount  of 
the  paid-in-capital  of  CMSaiKi- fflibrepCusent^ the  true  status  of 
certain  loans  on  the/l5ooks 

5.  It^was  a  further  part  of  the  conspira^  that  on  or 
about  November^ 
MATTHEWS ,  and  EUGENT'  FITZHUGH ,  with  others  known  aitd^  unkn 

would  and  d'id  cai/se  $800,000  to  be  transferred  from  ceVtain 

/    /  \   - 

accounts::  ac  Prvidential-Bache,  5400,000  of  which  would  ev^ntuifilly 

"  /    / 
be  transferred  to  a  savings  account  of  CMS. 
/' 

6.  i  It  was  a  further  part  of  the  conspiracy  that  on  or 

I   I 
about  November  4,  1988,  defendants  DAVID  L.  HALE,  CHARLES/ 

\   >  /   / 

MATTHEWS,  and  \  EUGENE  FITZHUGH,  with  others  known  and  unknown, 

would  and  did  cause  CMS  to  receive  the  remaining  $400,0^0  by  way 

\   ■  /    i 

of  cashier's  ^hecks  purportedly  in  payment  of  certa^  delinquent 

\  \ 
loans  previously  extended  by  CMS. 

7 .  It  was  a  further  part  of  the  conspiracy  that  on  or 
about  November  4,  1988,  the  defendant  DAVID  L.  HALE  would  and  did 
falsely  represent  to  the  SBA  that  ;400,000  had  been  invested  into 
CMS,  as  evidenced  by  $400,000  reflected  in  the  CMS  account,  and 
that  on  the  basis  of  the  new  private  paid-in-capital  CMS  would 
and  did  then  apply  for  financing  from  the  SBA  in  UiAVoount  of 
$900,000,  land  that  in  connection  with  said  application  defendant 
DAVID  L.  HALE^'^njuld  and  did  albu  uiakn  tdlse  mpitibHTftatians 
concerning  the  payment  status  ot  certain  loans  to  entitiesV 

through  vhLcU^tiw   mmdiiiiinj  3400,000  was*  passua. ' 

/ 
I  / 
iBi.        It  was  a  further  part  of  the  conspiracv  that  in  or 
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about  November,  1988,  defendants  DAVID  L-  HALE,  CHARLES  MATTHEWS, 
and  EUGENE  FITZHUGH,  with  others  known  and  unknown,  would  and  did 
cause  CMS  to  trans fer^-tfirough  several  other  s^p^rate  entities  the 
$800,000  back  toytne  accounts  at  Prudential-Bache  txpm  which  the 
money  originally  had  been  traf»fei.i.«U. 

9  J       It  was^  further  part  ot  tne  conspajracy  tA,at  on  or 

about  November  ir;  1988,  defendants  DAVID  L.  HALE, 

/     / 
MATTHEWS, /and  EUGENE  FITZHUGH,  with  others  known 

would  and/  did/ cause  $300,000  to  be  transferred  from 

(    / 
account  at  Prudential-Bache,  of  which  $200,000  was  transferred  to 

I   I 
or  for  the  benefit  of  defendant  CHARLES  MATTHEWS,  and  $50),  OOp  was 

transferred  to  the  defendant  EUGENE  FITZHUGH. 


10.'^ 


\  It  was  a  further  part  of  the  conspiracy  jihay   on  or 

\ 


about  MarchXl' \1989,  defendants  DAVID  L.  HALE  and  CHARLES 
MATTHEWS,  with,  others  known  and  unknown,  would  and  did  caus 


$275,000  to-be  transferred  from  certain  account';  nt  Pi udeiitral- 
-Bache,  of  which  $265,000  was  transferred  through  various  entities 
to  CMS  to  make  it  appear  as  though  those  entities  were  making 
payments  on  delinquent  loans  with  CMS. 

11.   It  was  a  further  part  of  the  conspiracy  that  on  or 
about  March  3,  1989,  defendants  DAVID  L.  HALE  and  ClffiRLES 

MATTHEWS , I  with  others  known  and  unknown,  would  and  diuXcause  CMS 

1  \ 
to  transfer  tjirough  a  separate  entity  the  $275 .000  .^Jf'ef  erred  to 

in  paragraph  10  above ,  back  to  the  account  at  Prudential-Bache 

\ 
from  which  the  money  originalxy  had  been  transferred. j 


,12.   It  was  a  further  part  of  the  conspiracy  that  on  or 

i  / 
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about  March  11,  1989,  defendant  DAVID  L.  HALE  would  and  did  make 
false  representations  to  the^SBA  in  coftnection  with  CMS' 
application  to  the  S^A^or  financing, 
status  of  certaip^loans . 

CMS 
would  and  did  receive  $900,000  in  fund 

result  of  the  actions  described  in  paragraphs  4  through  12  ^bove, 
which  fund/ing  was  granted  to  CMS  on  March 

I    /  Overt  Acts 

! 
14.   In  furtherance  of  the 


feet 


the  objects  thereoa: ,  the  following  overt  acts,  among  others,  (were 

'  /   / 

committed  in  the  Eastern  District  of  Arkansas  and  elsewhere  a 

"\   \  I       ' 

\      \a.    In  or  about  September,  1988,  defendants/  DAVID 

L.  HALE  and  CHAilLES  MATTHEWS  had  a  meeting  with  a  Pr>Jdential- 

Bache  client  of.  CHARLES  MATTHEWS ; 

\ 


b.\yln  or  about  October,  198a  ,  ayf tiiiddiit:  EUGENE 
"fITZHUGH  opened  an  account  at  Prudential-Bache; 

c.  On  or  about  November  4,  1988,  defendant  DAVID 
L.  HALE  caused  $400,000  to  be  transferred  to  CMS; 

d.  On  or  about  November  8,  1988,  defendant 
EUGENE  FITZHUGH  had  discussions  with  an  individual  eiji^loyed  by 
Mclntire  Numismatic  Auctions,  Inc.; 


^-— e On  or  about  March  3  , — 19B9,  do fentlantX DAVID  L. 

HALE  signed  a  check  made  payable  to  L-berty  Mortgage,  IncA  in  the 

amount  of  $27^nnn; J 

I  /    f.    On  or  about  March  3,  1989,  defendants  DAVID 
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L.  HALE  and  CHARLES  MATTHEWS  had  a  meeting  with  an  individual- 
employed  by  Liberty  Mortqaqe.^  Ino . ;  anc 

bout  March  13,  198^>s^efendant  DAVID 
L.  HALE  signed  v^etter  addressed  to  the  SBA. 


District  of 

knowmgljf  and  willfully  did  make  a  statement  knowing 


false 


.fir 


the  purpose  of  influencing 


hich.  such  1 
(Title's;^, 


for  the  purpose  of  obtaining  money  and 

\ 
wit,  he  represented  that  the  source  o 

\  ■  \ 
CMS  was  from  his  wife's  sale  of  real 

the  source  of  funds  was  in  fact  certain 

Bache  to  whiclK  suqh  funds  had  to  be  returned. 

United  States  Code, 

:oi 

16.   On  or  about  March  13,  1989,  in  the  Eastern 
District  of  Arkansas,  defendant  DAVID  L.  HALE,  unlawfully, 
knowingly  and  willfully  did  make  a  statement  knowing  it  to  be 
false,  foT,  the  purpose  of  influencing  the  actions  o^the  SBA,  and 
for  the  purpose  of  obtaining  money  and  property  f rom\  the  SBA,  to 

wit,     he     g1-aK»ri     in     a     1  of-f  pr    fn    ^ho    <:RA     1-hat-     Maho    r  rmuirtin  i>^^a^  i  r.ng 

Inc.  and  Sunbelt  Group,  Inc.  have  each  paid  their  loans  ih  full 

to  CMS  sinc:p^g;«»ptPTnhPr  Td,  1  qflH ,  uhpn  in  fanf  ^h^»y  had  nr»r  i 


,{Title    15,    United   States   Code,    Section   645(a).) 


755 


COUNT  FOin^ 
17.   On  or  about  M 
of  Arkansas,  defendaptT DAVID  L.  HALE,  in  a 
jurisdiction  of  yafn  ag*»ncy  of  the  United  States, 
willfully  andAnowingly 
trick,  scheme  and  ^vice  a  materia 
fictitious/  and  ^audulent  statement  and  representati^ 


provided /Liberty  Mortgage,  Inc.  with  $275,000  in  financing  ^or 

working  capital . 
1   f 
1  (Title  18,  United  States  Code,  Section  1001.) 

A  TRUE  BILL. \ 


ROBERT  B.  F1SKE\  gTR. 
INDEPENDENT  (j:OUN3EL 


^ 
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BODY: 

Bill  Clinton  and  his  wife  were  business  partners  with  the  owner  of  a  failing 
savings  and  loan  association  that  was  subject  to  state  regulation  early  in  his 
tenure  as  Governor  of  Arkansas,  records  show. 

The  partnership,  a  real  estate  joint  venture  chat  was  developing  land  in  the 
Ozarks,  involved  the  Clintons  and  James  3.  McDougal,  a  former  Clinton  aide 
turned  developer.  It  started  in  1978,  and  at  times  money  from  Mr.  McDougal' s 
savings  and  loan  was  used  to  subsidize  it.  The  corporation  continues  to  this 
day,  but  does  not  appear  to  be  active. 

Mr.  McDougal  gave  a  detailed  account  of  his  relationship  in  several 
inter'.riews  in  the  last  two  weeks.  This  account,  along  with  an  examination  of 
related  local,  state  and  Federal  records  and  interviews  with  dozens  of  others  in 
Arkansas,  found  the  following: 

•Available  records  covering  the  most  active  period  of  the  real  estate 
corporation,  called  Whitewater  Development,  appear  to  show  that  .Mr.  McDougal 
heavily  subsidized  it,  insuring  that  the  Clintons  were  under  little  financial 
risk  m  what  turned  out  to  be  an  unsuccessful  enterprise.  The  corporation  bought 
200  acres  of  Ozark  Mountain  vacation  property  and  planned  to  sell  it  in  lots. 
During  this  period,  the  Clintons  appear  to  have  invested  little  money,  so  stood 
to  lose  little  if  the  venture  failed,  but  might  have  cashed  in  on  their  50 
percent  interest  if  it  had  done  well. 

♦The  Clintons  and  Mr.  McDougal  disagree  about  what  happened  to  Whitewater's 
records.  Mr.  McDougal  says  that  at  .Mr.  Clinton's  request  they  were  delivered  to 
the  Governor's  mansion.  The  Clintons  say  many  of  them  have  disappeared.  .Many 
questions  about  the  •enterprise  cannot  be  fully  answered  wic.-.out  ;.^.e  records. 

♦.^fter  Federal  regulators  found  that  Mr.  McDougal' s  savings  institution. 
Madison  Guaranty,  was  insolvent,  meaning  it  faced  possible  closure  by  the  state, 
Mr.  Clinton  appointed  a  new  state  securities  commissioner,  who  had  been  a  lawyer 
in  a  firm  that  represented  the  savings  and  loan.  Mr.  Clinton  and  the 
commissioner  deny  giving  any  preferential  treatment.  The  new  commissioner 
approved  two  novel  proposals  to  help  the  savings  and  loan  that  were  offered  by 
Hillary  Clinton,  Governor  Clinton's  wife  and  a  lawyer.  She  and  her  firm  had  been 
retained  to  represent  the  association. 
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*The  Clincons  Improperly  deducted  ac  lease  S5 , 000  on  cheir  personal  :ax 
returns  in  1984  and  1985  for  interest  paid  on  a  portion  of  at  least  $30,000  in 
bank  loan  payments  that  Whitewater  made  for  them.  The  deductions  saved  them 
about  $1,000  in  taxes,  but  since  the  error  was  more  than  three  years  ago. 
Internal  Revenue  Service  regulations  do  not  require  the  Clintons  to  pay. 

The  complicated  relationship  between  Mr.  McOougal  and  the  Clintons  came  to 
light  in  an  investigation  by  The  New  York  Times  of  the  Clintons'  tax  records  and 
business  relationships.  It  raises  questions  of  whether  a  governor  should  be 
involved  in  a  business  deal  with  the  owner  of  a  business  regulated  by  the  state 
and  whether,  having  done  so,  the  governor's  wife  through  her  law  firm  should  he 
receiving  legal  fees  for  worlc  done  for  the  business. 

Confusion  Is  Cited 

Asked  about  these  matters,  the  Clintons  retained  two  lawyers  to  answer 
questions.  The  lawyers  said  the  improper  tax  deductions  were  honest  errors,  made 
because  there  was  confusion  over  who  really  owned  a  certain  piece  of  Whitewater 
property  and  who  was  responsible  for  the  loaji   taken  out  to  buy  it,  Whitewater  or 

t.^e  Clintons. 

The  deed  for  the  land  and  the  loan  papers  are  all  in  the  Clintons'  names. 

The  lawyers  said  they  were  not  in  a  position  to  answer  questions  about  where 
the  money  that  went  into  Whitewater  came  from.  But  generally,  they  said  they 
thought  neither  the  Clintons  nor  Mr.  McDougal  had  profited  from  the  venture. 
They  also  said  the  Clintons  were  once  liable  for  about  3100,000  in  b2mk  loains 
that  financed  Whitewater's  original  purchase  of  land.  But  the  lawyers  have  only 
been  able  to  find  original  documents  showing  $5,000  that  the  Clintons  paid. 

Some  questions  aJsout  the  relationship  and  the  Clintons'  role  in  it  may  be 
difficult  CO  resolve  because  of  differing  accounts  and  the  missing  records. 

The  two  lawyers  representing  the  Clintons  are  Susan  ?.  Thomases,  a  longtime 
friend,  and  Loretta  Lync.T,  a  campaign  aide,  who  participated  in  several  .Hours  of 
interviews  at  Ms.  Thomases'  Manhattan  offices  Thursday  and  Friday. 

Payments  on  Debt 

The  records  chat  are  available,  and  Mrs.  Thomases'  account,  show  that 
Whicswacar  :nada  payxer.ts  ietwes.i  1332  i.-.c  1335  an  .'■Irs.  Cli.-.t=n' 3  530,  COC  real 
estate  debt,  reducing  the  debt  by  about  S16,000  while  also  paying  at  least 
$14,000  in  interest.  At  least  one  of  those  checks  was  signed  by  Mr.  McDougal. 

Mrs.  Clinton  originally  borrowed  the  330,000  from  a  bank  also  controlled  by 
Mr.  McDougal,  3ank  of  Kingston,  but  "Hillary  cook  c.He  loan  on  behalf  of  the 
corporation,"  Ms.  Thomases  said.  That,  she  explained,  is  why  Whitewater  made  the 
payments . 

The  Clintons'  1984  and  1985  tax  returns  show  chat  chey  cook  deductions  for 
interest  payments  of  S2,811  and  32,322  that  Whitewater  had  nnade . 

"It  clearly  is  an  error,"  Ms.  Thomases  said.  She  noted  that  the  tax  returns 
for  those  years  were  prepared  by  accountants  in  Arkansas . 
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The  Clintons'  gross  income  in  1984,  as  reported  on  their  tax  returns,  was 
about  $111,000  and  they  paid  $22,280  in  Federal  taxes.  In  1985,  their  reported 
income  was  about  $102,000,  and  they  paid  $13,791  in  Federal  taxes. 

Longtime  Friendship 

Mr.  Clinton  and  Mr.  McDougal  had  been  friends  since  the  I960' a.  When  Mr. 
Clinton  became  the  nation's  youngest  Governor  at  32  years  old,  he  took  Mr. 
McOougal  into  his  administration  as  an  aide  for  economic  development.  It  was  at 
about  this  time  that  the  men  formed  Whitewater. 

A  few  years  later  Mr.  McDougal,  having  left  government  in  1979,  bought 
control  of  a  small  savings  jmd  loan  association,  Madison  Guaranty,  emd  built  it 
into  one  of  the  largest  state-chartered  associations  in  Arkansas. 

But  over  time,  the  savings  and  loan  got  in  trouble,  like  many  others  around 
the  country.  Finally  Federal  regulators  took  the  savings  and  loan  away  from  Mr. 
McDougal,  and  a  Federal  grand  jury  charged  him  with  fraud,  though  he  was 
acquitted.  The  Clintons  were  not  involved  in  those  proceedings. 

.Mr.  McDougal  began  having  personal  problems,  too.  He  was  found  to  be 
suffering  from  manic-depressive  illness,  though  he  was  judged  competent  to  stanc 
trial.  In  the  interviews,  Mr.  .McDougal  appeared  stable,  careful  and  calm. 

A  year  after  the  Clintons  and  McDougals  bought  the  Ozark  Mountain  property 
and  founded  Whitewater  Development  in  1979,  she  corporation  bought  a  modular 
house  for  about  322,300  and  placed  it  on  one  of  its  lots.  That  lot  was  then 
conveyed  to  Mrs.  Clinton,  and  the  deed  indicates  that  she  paid  nothing  for  it. 
Ms.  Thomases  says  this  was  an  error  by  Whitewater.  The  deed,  she  said,  should 
have  shown  the  price  and  said  that  Mrs.  Clinton  paid. 

But  the  house  was  carried  on  the  books  as  a  Whitewater  corporate  asset  and 
used  as  a  model  house  to  attract  other  buyers,  according  to  Whitewater  records 
produced  by  Ms.  Thomases.  Because  the  records  are  incomplete,  it  is  unclear 
exactly  what  happened.  But  about  the  same  time,  Mrs.  Clinton  personally  borrowec 
$30,000  from  Mr.  McDougal 's  bank  to  pay  for  the  house  and  the  lot. 

Ms.  Thomases  said  Mrs.  Clinton  and  the  corporation  regarded  this  as  a 
corporate  debt,  though  it  was  in  Mrs.  Clinton's  .lame.  The  corporation  included 
r.o  one  out  i.-.e  Clintons  and  the  .McDougals.  It  was  t:ii3  aeet  t.".ac  Whitewater  .Tiaa- 
payments  on  until  the  end  of  198S. 

One  year  after  accuiring  the  property,  Mrs.  Clinton  sold  it  for  327,500,  witr 
payments  to  be  made  over  time,  records  show.  It  is  .lot  clear  who  received  the 
buyer's  down  payment  of  33,000.  But  .Ms.  Thomases  said  it  was  the  corporation 
that  took  the  loss  on  its  books.  A  few  years  later,  the  buyer  went  bankrupt  and 
stopped  making  payments,  and  then  he  died. 

In  1988  Mrs.  Clinton  bought  back  the  house  from  the  estate  of  the  buyer. 
Records  snow  t.-vat  she  paid  33,000  and  then  resold  the  property  a  short  time 
later  for  about  323,000,  after  closing  costs.  The  Clintons  reported  a  capital 
gain  that  year  of  31,640. 

Ms.  Thomases  explained  that  the  capital  gain  was  small  because,  as  part  of 
that  transaction,  Mrs.  Clinton  had  to  pay  off  Whitewater's  remaining  313,000 
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debt  on  the  property,  originally  inoirred  by  Mrs.  Clinton.  The  payments  the 
previous  owner  had  been  naicing  to  Whitewater  before  he  went  bankrupt  had  been 
used  to  help  pay  off  that  debt. 

Account  Overdrawn 

It  was  during  the  period  when  Whitewater  was  inaJcing  the  Clintons'  loan 
payments  chat  Madison  Guaranty  was  putting  money  into  Whitewater. 

For  example.  Whitewater's  check  ledger  shows  that  Whitewater's  account  at 
Madison  was  overdrawn  in  1984,  when  the  corporation  was  making  payments  on  the 
Clintons'  loan.  Money  was  deposited  to  make  up  the  shortage  from  Madison 
Marketing,  an  affiliate  of  Che  savings  and  loan  that  derived  its  revenues  from 
the  institution,  records  also  show. 

It  was  also  in  1984  chat  Madison  started  getting  into  trouble.  Federal 
examiners  studied  its  books  chat  year,  found  chat  it  was  violating  Arkansas 
regulations  and  determined  chat  correcting  Che  books  to  adjust  improperly 
inflated  profits  would  "result  in  an  insolvent  position, *  records  of  Che  1984 
examination  show. 

Arkansas  regulators  received  Che  Federal  report  later  that  year,  and  under 
state  law  che  securities  commissioner  was  supposed  co  close  any  insolvent 

insticucion. 

As  Che  Governor  is  free  co  do  at  any  time,  Mr.  Clinton  appointed  a  new 
securities  commissioner  in  January  1985.  He  chose  Beverly  Bassett  Schaffer,  a 
lawyer  in  one  of  che  firms  chat  had  been  representing  Madison. 

Fund- Raising  Ideas 

Ms.  Thomases,  after  calking  co  Mr.  Clinton  this  week,  said  the  Governor 
chose  her  because  chey  were  friends,  and  because  he  wanted  co  appoinc  a  well 
qualified  woman  to  an  important  post. 

In  interviews,  Mrs.  Schaffer,  now  a  Fayetteville  lawyer,  said  she  did  not 
remember  che  Federal  examination  of  Madison  but  added  that  in  her  view,  che 
findings  were  not  "definicive  proof  of  insolvency." 

In  1985,  Mrs.  Clincon  and  her  Liccle  Rock  law  firm,  che  Rose  firm,  cwice 
applied  CO  cr.e  Securicies  Csmmission  on  oenalf  of  Madison,  asicmg  chac  che 
savings  and  loan  be  allowed  co  try  two  novel  plans  co  raise  money. 

Mrs.  Schaffer  wrote  to  Mrs.  Clinton  and  another  lawyer  at  Che  firm  approving 
che  ideas.  "I  never  gave  anybody  special  creacment,"  she  said. 

.Madison  was  not  able  co  raise  addicional  capical.  And  by  1986  Federal 
regulators,  who  insured  Madison's  deposics,  cook  concrol  of  che  inscicucion  and 
ousced  Mr.  McDougal.  Mrs.  Schaffer  supported  che  action. 
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RTC 

RMQluCion  Tni«  C<ymnr^i\^^ 

730  •  Kansas  City  Consolidated  Office 

CRIMINAL  REFERRAL  FORAt 


CRIMINAL  REFERRAL  *  C0004 


NAMC  AND  LOCATION  Or  riNANCIU.  INSTITUTION 


Nama/^: 

Locaeion: 

( Seraac/ City/ St«ta/ Zip) 


MADISON  QUAJtANTY  SAVINGS  fi  LOAM 
16TH  AMD  HAIH.  P.O.  BOX  1583 
LITTLS  ROCX,  AMUMSAS   72306 


CERTiriCATE  NUMBER 1 

If  aeci.viey  oceucrad  ac  brancn  o<£lca(i),  plaaaa  Idanclfyi 

ASSET  SIZE  or  FINANCIAL  INSTITUTION!   $113,855,000 

APPROXIMATE  DATE  AND  OOLLAJ*  AMOUNT  (PRIOR  TO  ANT  ALLOWANCE  TOR  RESTITUTION  OR  RECOVERT) 
or  SUSPECTED  VIOLATION: 

Data:  (Moncn/Oay/YcaDTlma  (rama  batwaan  12/84  and  5/85 
Afliounc:   Eaeutiacaci  ae  SJSO.OOO  to  51,000,000 


SUMMARY  CHARACTERIZATION  OF  THE  SUSPECTED  VIOLATION.   Chacic  appcopriaca  box(aa| 


r 

0<rilcinoii /"EmMaitfocni 

1    Snb«rr/Ci»niifT 

X    1   OtcctPnud 

t    I  O^Acn  BtKk  Fraud                { 

. 

PiiM  SiaKmcai 

X    1    MifuM  0^  Penuon  or  Self  Oulu<( 

j   CrtdU  an  Priud 

t  ■  1   Forprr 

X    1    0>««  Kil.'nt 

1   Mviimaw  Oiuspurua 

1   Wean  Ltvadcnnf      { 

1     1   ContnncT                              | 

Aopilcabla  Sectl.on(a>  o<,^h«  U.S.  Codai 


uusc    : 

Ajdta(  A  Abcrufif 

1 

II  use  :a» 

Compuicr  Pnad 

1 

ij  use  uz 

Cnmnlmcai  of  Aaca 

1 

11  use  1341 

MiilFraxd                                             1 

! 

II  use  :ts 

Bribtrr/amviir 

j 

11  use  1J4J 

"fHn  FnuO 

X  i 

uusc  m 

OMpum 

X    1 

IIUSCUM 

B4akPn<i4 

X  1 

IS  use  HI 

Dt/4laiJea/EnbeaJ<iMni/MjivM  of  Poiiiiaa 

1 

U  use  I<2t 

Fttlinr 

1 

It  use  1001 

FtlH  Suiuacni  Is  Pcdcnl  A(tacT 

t 

11  use  1951 

RKtcucfini 

It  use  loot 

PilM  Ed nr 

1 

u  use  i9s«n»n 

MoiWT  Liiindwui 

11  use  looT 

PtiM  SUKtiuai/Docwniu 

IIUSCZIU 

Balcnof  TuuseMl  Inn.  «/1iii<«  la 
Coaain  Pclosr 

i(  use  lou 

PtlM  Satcacat  to  Piaaocui  (nimunea 

u  use  nu 

TiuoforiMUoi  <d  Statu  Cooda. 
Scevntki,  Montr 

1      1   u  use  low 

Cndit  Cii«  Fmd 

(jOOSQl 
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MADISON  ci;ara.vty  savings  a  ujai 

CKD4INA1.  R£F1RAAL  C330I 

ACOUTT  Jl.  IWl 

fACEJ 


THIS    KATTSR    IS    BSIHG    RZrZDJUO    TOl 

FBI,  Liecla  Rock,  Arksnsa* 

U.S.  Accornay,  E«ac*rn  Ol»tri.et,  Littl*  Rock,  Vrkanias 


NAXZ:  (flr»«/MI/L««t) 
ADDRESSi  (Ser««c/Cl.ty/Se*t«/Zlp| 
OAT£  or  BIRTH:  (Month/D*y/Y««r) 
SOCIM.  SECURITY  SO: 


McOouqal,  Juiaa  S. 
Currane  Addraaa  Unknown 
Unknown 
Unknown 


Halaeionanip  to  the  financial  inaeitucioni   (Chack  all  appllciola  blockii 


X 

otr«r 

1 

1    Empiov^t 

i 

BroUr                1 

X      1     ShuWKWU/ 

r 

1   Aemmr 

X 

Oirmor 

1 

!...« 

JLl 

Bo»To~rT 

X     1    Afreuai  Holdn 

ii 

1   0-wT,COB       ' 

la  paraon  atlll  affUlatad  with  eha  financial  Inaeltucloni 
raa     X   so 

If  Mo,  tarmmaead  ,  raalqnad  _S .   Oats  (Month/0«y/raar) : 

Daacriba  circumatancaai   (If  naeaaaary,  ua«  continuation  (ha«t) 

McOovjgal  raalqnad  from  tha  Board  of  Olractora  In  Oacambar  1985;  howavar  ha 
ramainad  actlva  In  tfta  Aaaociation' a  day  to  day  bualnaaa.  Ha  waa  racnovad  from 
tha  Aaaoclatlon  whan  it  waa  placad  in  Conaacvatorahlp  by  tha  RTC  in  2/89. 

Prior  or  ralatad  rafarralai  i 

X   raa    Mo 

M 

If  Taa,  plaaaa  Idantlfy. 

McOouqal  waa  Indlcatad,  triad  and  acqulttad  In  1989  on  eharqaa  ataanlnq  froa  iiii 
actlvltlaa  at  Hadlaon  Guaranty  Savinqa  6  Loan. 

^'   P«rBon  affUlitad  with  any  othar  financial  lnatiti»tlon; 
X   Tea    No 

or  bualnaaa  antarprlaai   % 
X   Taa    No 

If  yaa  to  althar  or  both,  plaaaa  Idantlfy. 

HcOouqal  waa  a  aharaholdar  and  Board  Hamfiar  of  tha  Bank  of  Xlnqaton.  which  vaa 
at  ona  point  to  ba  aarqad  with  Hadlaon  Guaranty;  thrift  racorda  Indleata  that  -ha 
margar  waa  callad  off  dua  to  laqal  raaif Icatlona. 

McDouqal  la  a  principal  In  tha  followlnq  bualnaaa  antarprlaaai 

Hadlaon  Harkatlnq  Daalqnara  Conatructlon 

HcOouqal  6  Aaaoclataa  Hadlaon  financial  Corporation  HOOSI 

rlowarwood  fanaa.  Inc.  Whltawatar  Oavalopaiant  Corp.,  Inc. 

Paobrook  Manor,  Inc.  Rolllnq  Manor,  Inc. 

Craat  Southarn  Land  Co.  Tuckar-Saith-McOouqal         flOOCQ^ 
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MADISON  CCAIIA.VTY  SAVPiCJ  *  lOM 

cwMiNAi.  ufCUtAL  ccnoi 
Atr.wn'  H.  i»»i 

rACEl 


Salth-Tuekac-HeOeuqal   SnLth-MeOouqal 

PERSON(S)  SUSPeCTEO  OP  OllHtNM.  VIOLATION t  Complac*  tubparaqrapha  (a|  through  (a|  on 
••eb  individual  auapccttd  oC  eciminal  aceivie/.  (If  oeca  tnan  on«,  ua«  eeneinuacian 
•  haac).  tneluda  primarY  luapacea  only.  Individual!  who  may  hava  Icnowladqa  a(  eha 
■uapaec  eruninal  activity.  But  who  aca  noe  thanaalvat  auapaeead  o(  balnq  involvtd, 
mould  ba  llacad  aa  wlcnaaaaa  undar  ttas  10.  ProvLda  any  additional  dataila  known  with 
raapact  to  prior  catarrala  or  aCCiliationa. 


NAMZ:  (ririt/Ht/Laac) 

ADORESSi  (Stcaat/City/Stata/lip) 

OATS  or  BIRTHj  (Kontn/Oay/raac) 


McOouqal.  Suaan  H. 

Unknown 

Unknown 


SOCIAL  SECURITT  MOi  Unknown 

Ralationahip  to  tna  financial  inatitutions   (Chack  all  ipplieaola  block*) 


1    OOfcir 

1   Effpioru           i          1   BrekcT               i     X     {   S1untaM«i           |          |  AppniMr               i 

X     1    Oireerof 

1   Othtr.  ^wbN         1' 

la  paraon  aclll  afdllatad  with  tha  (Inancial  Inatitutioni 
Yaa     X    Mo 

If  Ho,  tacminatad  ,  raaiqnad  X  .   Data  (Honeti/Oay/raar) : 

Oaacciba  eircunatancaa:   (If  naeaaaary,  viaa  continuation  ahaat) 

Suaan  HeOouqal  reaiqnad  from  tha  Board  of  Oiractora  in  Oactmbar  198S, 
raaai.nad  activa  in  tha  day  to  day  aetivitiaa  of  tha  aaaeeiation' a  auOaidlt 
oparationa. 

Prior  or  ralatad  rafarralat 
Yaa     X    No 

If  Taa,  plaaaa  idantify.  ',, 

la  paraon  afflllatad  with  any  oehar  financial  inaeitution; 
___^  Taa   _^_  No    Unknown  at  thla  tiaa 

or  buainaaa  antarpriaai 
X    raa  NO 

If  yaa  to  althar  or  both,  plaaaa  idantify. 

Suaan  HcOougal  la  a  principal  In  tha  following  buainaaa  oncarprlaaai 

Hadlaon  Harkatln?       Oaaiqnara  Conatruction 
HcOouqal  S  Aaaociataa   Hadiaon  rinancial  Corporation 
Plowacvood  Paraa,  Inc.  uhitawatar  Oavalopnant  Corp.,  Inc. 
Painfirook  Manor.  Inc.    Rolllnq  Manor,  Inc. 
Sraat  Southarn  Land  Co.  Tuckar-Snitn-HcOou<jal 
SiBlth-Tuckar-McOouqal   Smith-McOouqal 
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MADtSOS  Cl.'AAA.vrY  MVTNCS  A  LOA 
CMNfCxAl.  RSrERXAl.  oon 
AtCLTT  )l.  im 
tACZ* 


peRSOH(S)  SUSPScreo  or  criminal  violationi  cospiae*  tubparagrtpna  [•)  through  (•)  on 
•  •eta  Individual  (uspaetad  at  criminal  activity.  (It  siora  than  ono,  uaa  continuation 
•haat).  :nclud«  prlsary  auipacta  only.  tndlvlduala  who  may  hava  knowiadqa  of  tha 
•uapvct  erlalnal  activity,  but  who  aro  not  thataaalvaa  auapactad  of  balnq  Involvad. 
•hould  Ba  llatad  aa  witnaaaaa  undar  Itaa  10.  Provida  any  additional  dataila  known  with 
raapact  to  prior  rafarrali  or  a<(lllatlona. 

a.     NAiai  irirat/Ml/Laat)  Anapauqh.  Llaa 

ADDRESS:  (Straat/Clty/Stata/Zlp)    Unknown 

DATS  or  aXRTHt  (Honth/Oay/Yaar)     OnXnown 

SOCIAL  SECURITT  NOl  Onknown 

Ralatlonahlp  to  tha  tlnaneial  Inatltutloni   (Chack  all  appllcabla  blocka) 


1        1  omeu            ! 

1    Eniplcv«4 

1    SnUir 

SlURMMdW               \ 

AppniMf 

1          1    Oinaot 

1    ATM 

X     1    Bornwr            i 

X        AraoaM  Holder 

X 

MrOMpl  •ucnnt       1 

la  paraon  atlll  «((lllatad  with  tha  financial  Inatltutloni 
ft  X        Mo 

If  Ho,  taminatad  ,  raaiqnad      .   Data  (Month/Oay/raar 1 1 

Oaacrlbo  elrcuraatancaa;   (If  nacaaaary,  uaa  continuation  ahoat) 


d.     Prior  or  ralatad  rafarratai 
raa   x_  NO 


If  Taa,  plaaaa  Idantify. 


ta  paraon  afflllatad  with  any  othar  financial  Inatltutloni 
.^^_  Taa   Mo       Unknown  at  thla  tlaa 

or  bualnaaa  antarprlaai 

..  \  ,  if»»     ;io 

If  yaa  to  althar  or  both,  plaaaa  Idantlfy. 

Anapauqh  waa  allaqodly  a  partnar  with  Suaan  McOeuqal  In  aavaral  eoopanlaa.  *nc 
aaalatad  HeOouqal  with  hac  'bookkaaplnq*  for  tha  McOouqai'a  varloua  eoapanta* 
Ineludlnqi  / 


Hadlaen  Narkatlnq 
MeOeuqal  &  Aaaoclataa 
Plowarwood  Paraa,  Inc. 
PaoiBrook  Manor.  Inc. 
Croat  Southarn  Land  Co. 
Sulth-Tuckor-HcOouqal 


Oaalqnara  Conatrueelon 
Madlaon  financial  Corporation 
Whltawacar  Oavalopnant  Corp. ,  Inc. 
Rolllnq  Manor.  Inc. 
Tuckar-Salth-McOeuqai 
Salth-McOouqal 
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7«.  EXPLA«ATION/0ESCRIPTIOK  Of  SUSPECTED  VIOLATIOM.  Pcovid*  t  brimt  narratlv.  d.icription 
o£  th«  icttvlty  gi.vl.nq  rl»«  to  th»  r*f«cral,  •xplainlnq  wh«t  !■  unu«u«l  or  IrrtquUc 
*t)out  t.n«  er»n««ccion.  0«tn.lt  will  b*  provided  Ut«r  In  th«  form.  Th«  purpos*  at 
thli  p*c»qriph  Li  eo  provld*  «  luaaarr  d«»crlpcion  o«  th«  ov«c«H.  tringjctlon.  (t.l.«e 
applicabla  iceoune  numbari.) 

B«twe«n  ribru«ry  1984  »nd  July  1987,  J«n«a  a.  McDouq4l,  Su»«n  H.  MeOouq*!,  list 
An«p4uqn,  Sis  Cuy  Tuclc«r,  Stephen  A.  Sflilt.1,  8Hl  Clinton,  Hillary  Rodhan  Clinton,  and 
oth«r  Individual!  who  ar»  a*  y«t  unldantlf l«d,  w«r«  principal!  In  at  laait  ona,  and 
ponibly  mora,  of  tha  followmq  companlaa  and/or  bualnaaa  LnCereatt,  each  of  which 
inai.ntalned  a  chaclclnq  account  ae  Hadlion  Guaranty  Savinqa  £  Loan  (*HCSL*): 

Hadlion  Harkatlnq  Oailqnara  Conaerueelon 

HcOouqal  &  Aaaoclatai  Hadlaon  rinanelsl  Corporation 

riowarwood  Fanna,  Inc.  WTiltewacer  Oavalopnane  Corp.,  Inc. 

Pembroolc  Manor,  Inc.  Rolllnq  Manor,  Inc. 

Sraat  Southern  Land  Co.  Tuckar-Smlth-McOouqal 

Smlth-Tuckar-McOouqal  Sralth-McOouqal 

HGSI.  chackmq  account  niitori.ei  from  Saptembar  1984  throuqn  May  193S  wara  ravlawad  and 
analyied  for  each  of  these  entitiea  (hereafter  referred  to  ai  tha  "the  comoined 
companiea").  Tha  pattern*  that  evolved  from  thla  review  qo  baclc  to  February  1984, 
poaaioly  earlier,  and  occur  aa  lata  ai  July  1987. 

During  thla  tlnie  frame,  aoma  or  all  of  tha  principal*  of  tha  aforementioned  companies 
allegedly  allowed,  or  participated  in,  numaroua  quaatlonabla  caah  flow  and  ".san* 
tranaaction*  between  the  combined  corapanie*,  and  other  financial  inatitutlon*.  The 
transaction*  reviewed  and  di*cu**ed  herein  will  alleqa  excaealve  overdraft*  reeultlnq 
In  unauthorized  loan*,  checlc  »itlnq,  po**ible  forgery  (oc  at  the  very  leaat,  extensive 
uae  of  unauthorized  elgnature*),  potential  .-nisapproprlatlon  of  fund*,  po(*lble  Illicit 
campaign  contribution*,  dlver»ion  of  loan  proceed*,  and  potential  bank  fraud;  eac-  --" 
the*e  action*,  compounded  by  the  extended  time  frame  durlnq  which  they  occurred,  . 
caueatlon  to  the  probability  that  loma  or  all  of  the  HcOouqal' s  bueine**  asioelates  •. 
partner*,  the  collective  principal*  of  theea  combined  companiee,  had  Icnowledqe  of  these 
actlvitle*.  The  axteneive  nature  of  theea  actlvltlee  could  allegedly  conatitute 
ongoing  crl.-Rlnal  and  regulatory  vlolatlona  which  laatad  for  a  period  of  thrae  or  mors 
•  ~  year*,  and  could  have  ultimately  contributed  to  tha  failure  of  the  Association. 

Although  some  of  these  companies,  such  aa  Madlaon  ^arkatlnq,  Hadlson  rinaneial 
Corporation,  and  riowarwood  farma  appeared  to  be  viable  and  active  entitles,  the  others 
appeared  to  be  little  moz;^  than  shall  companiea  with  liiDLtad  assets,  whose  ehecxinq 
accounts  went  through  sporadic  flurries  of  activity,  '.Tionay  In/money  out*,  then 
reverted  baclc  to  minimal  balances  with  very  United  activity.  The  account  histories 
Indicate  that  tha  collective  checking  accounts  for  these  encitles  Incurred  very 
limited.  If  any,  monthly  service  ehargea,  deepita  thair  below  minimuia  balances,  and 
limited  overdraft  eharqee  reqardle**  of  tha  excasaiva  numbac  of  overdraft*  in  *averal 
of  tha  account*.  / 

An  analy*l*  of  the  aqqreqate  checking  accounts  for  these  entities  between  December  1984 
and  May  198$  reflecte  a  mlnimua  of  9S  cheek  transaetlona  oecurrlnq  by  and  between  the 
combined  companiee  and/or  outside  financial  Inetltutlone,  totalling  $1,019,122.  There 
ware  a  minimum  of  4S  deposit  transactions  by  and  between  tha  combined  companies, 
affiliated  persona  and/or  financial  Inatitutiona  which  totalled  $1,079,142.  Tha 
resulting  mlnimua  number  of  'money  In/money  out*  tcanaactiona  for  these  combined, 
predominantly  shell,  companiee  wae  $2,098,264  over  a  six  month  period  of  time.  To 
produce  all  checks  from  each  account,  even  for  a  aix  month  pariod  of  tiaa,  would  have 
been  coat  prohlbltlva  as  wall  aa  labor  Intaneivai  therefore,  only  randomly  (elected 
checks  and  dapoeita  were  produced  from  film  for  tha  12/84  -  S/8S  target  tiaa  frame. 

Tha  combined  companies  'lent*  one  another  in  exceea  of  S190,000  during  tha  time  frama 
of  December  1984  throuqh  Hay  198S.  There  waca  31  checks  written,  dealqnated  aa  'loans* 
by  and  between  tha  entities,  that  totalled  $192,8a<>  how«var,  there  lnovs^ndleation 
of  any  form  of  repayment  between  the  entitiaa.  Thla  premise  lende  support  to  the 
suspicion  that  tha  HcOouqal'*  ware  utillzinq  thee*  ahell  coeipanias  as  a  personal  *ca*n 
cow*  froa  which  to  generate  funda  for  thair  own  uae,  and  to  tha  further  senefit  of  tooa 
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or  til  of  thair  bualnaaa  partnara.  Including  loan  paymanea  to  oucalda  flnaneitl 
InatLtutlena  en  baftalC  of  tha  vacloua  parcnarinipa.  Tha  McOouqala'  allaqadly  (urt.'.ac 
u«ad  ehata-  anall  coopanlaa  to  tilCar  funda  (cos  HCSL  cncouqtt  Hadlion  rin<ne;ii 
Corporation  and  it'i  lubaldlariaa  (or  thair  own  banaCLC. 

Proa  Oacambar  1984  through  May  198S.  tha  parional  ehaekinq  account  of  Jama*  «nd  Suitn 
McOouqal  (account  t  434)  waa  fraquantly  ovardrawn,  with  ovardraft  loounta  of  up  to 
S30,000,  laatlnq  (or  two  and  thraa  waaka  at  a  tloa.  Ourlnq  this  tloa  fra»a,  C-.a 
cofflblnad  companiaa  wrota  at  laaat  10  chacka  to  Jaaaa  or  Suaan  HcOouqal,  totalUnq 
$S].170.  calllnq  tha  (unda  *lo*na*.  Tha  ainLmun  nunbar  of  colloetlva  dapoalti  (root 
varloua  tourcaa  shown  qolnq  into  tha  HcOouqal 'a  account  durlnq  tha  laoa  tlna  (riaa  ii 
In  axcaaa  of  $690,000,  wLtn  chacka  qolnq  out  of  tha  account  totalllnq  ovar  S&23.300. 

tsanplaa  of  Jamaa  McOouqal'f  isliuaa  of  poaltlon  ara  claarly  Indlcatad  In  tha  number  of 
chacka  which  (orca  paid  throuqh  tha  MeOouqal's  joint  ehaekinq  account  In  tha  t«c;«t 
tlflia  fruna.  Tha  significant  anounta,  (raquancy  and  tin*  span  of  tha  overdrafts  tea 
balnq  allaqad  as  unauchorlzad  loana  for  tha  purposaa  of  thla  rafarral.  Substantiation 
of  thaso  activities  Is  outlined  In  tha  following  exanpleei 

•  On  1/28/85.  check  /  577  for  S13. 181.07  waa  written  from  tha  MeOouqal's  account 
to  Worthen  Sank  for  *  Loan  payment.  Tha  signature  on  tha  check  reads  'Jaaei  8. 
HcOouqal*.  but  tesrs  no  resemolance  to  his  actual  slqnature.  Tha  day  tha  c.'.tck 
waa  written,  there  were  insufficient  funde  in  tha  account,  at  which  juncture  4 
514,000  *p«rsonal  lean*  waa  written  from  riowerwood  rarme  (check  *  179)  to  Jla 
HcOouqal.  (Susan  HcCouqal's  siqnatura  on  tha  Plowarwood  ranna  check  had  *lso  been 
(orqed) .  Deepite  the  S14,000  loan,  tha  check  to  worthan  Bank  was  force  paid. 
overdrawinq  the  McOouqal'e  account  by  J<4,116.97>,  where  tha  balance  raaained 
until  a  depoeit  of  SS,  127.04  arrived  (rooi  an  unknown  source. 

•  On  2/7/8S,  Susan  HcOouqal  sent  check  /  589  for  $3,154.28  to  tha  IKSt  tha  day  the 
check  waa  written  the  account  waa  overdrawn  by  $<3,282.00>,  and  whan  tha  cr-r 
waa  force  paid,  the  balance  dlppad  to  $<8,777,06>.   Tha  Initial  overdraft 
$<1,282.C0>  wae  caused  by  tha  force  payniant  of  tha  pravloualy  oanclonad  checa  . 
Worthen  Bank. 

..^  •  On  4/4/85,  Susan  HcOougal  wrote  check  t  688  for  $3,000  to  the  Bill  Clinton 
•  Campaign  rand;  tha  check  waa  force  paid  on  5/3/BS  whan  the  account  was  alresdy 
overdrawn  $<7,a97.73>,  increaainq  tha  neqatlva  balance  to  $<10, 397. 73>.  The  ttam 
day,  riowerwood  rarma  wrote  a  $3,000  check  to  'Madison  Cuaranty,  which  was 
apparently  cashed;  given  tha  Identical  dollar  an6unts,  tha  probability  axiits 
that  these  funds  were  also  contributed  to  Clinton' e  campaign,  which.  If  active 
solleltatlone  (or  contributions  were  occurring,  could  hava  provided  the  impetus 
for  his  buainess  associatae  to  write  chacke  totalllnq  $6,000  to  his  campaign 
fund,  on*  of  which  put  tha  MeOouqal's  own  account  In  a  $<10,000>  negative 
balance. 

•  On  4/19/8S,  cheek  t  699  for  $55,000  waa  written  on  tha  MeOouqal's  account  to 
riowerwood  ranat  this  waa  done  to  cover  riowarwoo^'a  existing  overdraft  of 
S<S0,994.18>  which  occurred  when  an  $86,613.68  check  to  Madison  Cuaranty  was 
force  paid.  Tha  $86,612.68  check  (^196)  waa  a  loan  paymanc  on  HcOougal  related 
loan  /1S91.  Tha  data  that  tha  check  for  $55,000  wae  written,  the  HcOougal 's 
account  balance  wae  $19,429,  and  waa  subaaquently  overdrawn  by  $<18,077.a2>  wnan 
tha  check  waa  force  paid,  documenting  just  on*  of  many  Instancee  of  check 
•kiting.*  The  ovardraft  statue  on  tha  McOougal's  account  waa  remedied  by  a 
$39,209.30  check  from  Cxecucar.  Inc.  (allegedly  tha  'car  leaelng  department*  of 
Madison  rinanelal  Corporation),  which  waa  noted  aa  a  'refund  on  black  280  SL* 
Harcedee  which  had  been  pucchaaed  by  tha  HcOougal' a  on  4/18/85.  A  similar 
*refund*  situation  occurred  with  a  $37,149.30  Madlaon  counter  cheek,  written  to 
JUa  HcOougal  (or  an  *8S  380  SL  Mercedee*,  signed  by  Hanry  (or  Harryi  signature 
alaoat  Illegible)  Hamilton.  Jl«  HcOougal  had  pravlouely  written  check  t  691  (or 
$37,149.30  to  Cxecucar  Inc. on  4/9/95,  In  one  Inetanea.  tha  funda  were  rebated 
to  the  HcOougal 'a  when  their  'account  balaoca  waa  In  an  axeegg^)C|  state  of 
overdraft. 
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•  On  5/24/85.    ch«c)t  /  T60   foe   583,233.29  was   Itiuad   from  th«  McOouqtl't  account  to 

Union  National  BanK.  *ll«<j«(lly  for  a  loan  payment.  TTim  data  th»  ehacK  w*a 
wrlttan,  tha  HcOouqal't  account  contalnad  a  balanca  of  5963. 19i  Jim  McOougal 
procurad  loan  /27S4  (or  SSS.OOO  fron  mcsl.  dapoaitlnq  tha  funda  Into  tftalr  joint 
account  to  covar  tha  ehack  to  Union  National  Bank.  Houavar,  daapita  crta 
dapoaltad  loan  procaada,  tha  $83,233.29  chaclc  waa  forca  paid,  putting  tha 
McOougal'f   account  balanca   at    $<4,09$.03> 

It  should  alao  ba  polntad  out  that  tha  HcOouqal'i  claacly  dlvartad  fundi  froa  thalr 
HCSL  noma  pucehaaa  and  Improvaraant  Loan  of  S3S1,S02,  fundad  In  2/85,  (or  otnar 
purpoaaa.  Ovar  3100,000  waa  dlvartad  for  the  purpoaa  of  bringing  principal  and 
Intaraat  paynanta  currant  on  flva  aaparata  HCSL  loana,  aa  avidancad  by  HcOougal  ehacic 
0  611  for  $9S.S62.S2,  and  chaek  /  612  for  $5,659.17.  tt  ahould  ba  (urthar  notad  that 
chaclc  ^616  for  S4,S00  waa  wrlttan  from  tha  loan  procaada  to  Lorana  HcOougal.  a 
ralatlva,    for  undlaeloaad  purpoaaa. 

In  addition  to  HcOougal '■  blatant  tnlauaa  of  poaltlon  In  allowing  hi*  partonal  account 
to  axLat  In  aucn  an  overdrawn  atata,  ha  allowad  it^a  aana  cvrcuraatancta  to  occur  with 
tha  cotnbinad  ahall  cofflpaniaa  t*  wall.  Satwaan  12/34  and  5/85,  thara  wara  16  ovardraft 
•ituatlona  within  tha  accounta  of  tha  comolnad  companiaa.  Tha  majority  of  thaaa 
ovardraft!  wara  cured  by  dapoaita  from  ona  company  to  another,  lomatlines  By  'kiting* 
funda  between  account!  in  which  inauf f Iclant  balancea  axiatad.  Thla  allegedly  happened 
on  at  least  two  occaaiona  with  Whitewater  Oevelopmant.  who  evidently  had  another 
account  (poaaioly  at  Sank  of  Klngaton.  now  Hadlaon  Sank  &  Truat),  into  which  (unda  ware 
depoaitad   from  tha   HCSL  Whitewater   account,    leaving   it   In  an  ovardraft   atatua. 

During  tha  target  t  i.-na  frame,  Whitewater  Davalopmant  wrote  a  mlnloua  of  id  cheeks, 
totalling  $70,639.41.  Of  theae  10  cheeks,  five  checks  totalling  $60,625  wara  written 
on  inauffleiant  funda.  The  enauing  overdrafts  ware  coverad  by  funda  froa  tha  other 
comelnad  eompaniea,  aoma  of  which  war*  provided  by  bank  loana.  Soma  of  tha  whltawatar 
cheeka  with  mora  algniflcant  dollar  amounts,  such  as  check  t  118  for  $7,500,  and  /  128 
for  $5,071.23,  wara  payaola  to  The  Bank  of  Cherry  valley  for  principal  and  Interast  e- 
two  separate  loana,  and  ware  wrlttan  on  Inauffleiant  funda.  Chaek  #  118  was  (erea  pale 
overdrawing  Whitewater's  account  by  $<7,492.04>,  where  tha  balance  remained  until  chec 
/  152  from  Tueker-Smlth-HcOougal  for  $7,500  waa  dapoaltad  Into  Whitewater's  account. 
Tha  circumatancae  surrounding  Whitewater  chaek  /  128  ware  similar,  only  tha  deposit 
I  came  from  the  comfiined  accounts  of  Rolling  Hanor.  Tucker-Smlth-HcOougal.  riowerwood 
farma  and  Pemfirook  Hanor.  Haurica  Smith,  principal  and/or  loan  offlcsr  of  tha  Bank  of 
Cherry  Valley,  is  allegedly  a  long  tlm*  aaaoeiata  of  Jla  HcOougal.  Smith  waa  alao  a 
frequent   caller   to   Jim  HcOougal,    according   to   tha  HCSt,' phone  neasaga   logs. 

Each  instance  In  which  wh4/tewat*r' a  actions  raaultad  In  an  overdraft,  no  service  charge 
or  feaa  war*  aaaaasad,  with  tha  exception  of  two  in  1985,  both  of  which  were  rafundad. 
The  two  largest  checks  written  by  WMtawatar  during  this  tlma  fraisa,  check  /137  for 
$25,000,  payaala  to  Otarks  Realty  Co.,  and  cheek  t  138  for  $30,000.  payasla  to  Jamaa 
HcOougal  (alleged  'loan  rapaymant*  -  although  the  racorda  shew  no  indication  of  any 
loan  from  HcOougal  to  Whltawatar)  war*  both  forced  paid  aa  thera  wara  Insufficient 
funds  in  the  account  to  cover  either  cheek,  when  tha  $25,000  chaek  paid,  placing  tha 
balance  at  $<24.  470.90>,  tha  ovardraft  waa  covered  by  a  check  froa  riowarvood  farms  for 
$24,455.90  (tha  amount  of  tha  ovardraft,  laaa  tha  $IS  sarviea  eharga  which  waa  later 
refunded).  Tha  riowerwood  funda  cam*  from  tha  preeaeda  of  a  $135,000  cashlara  check 
drawn  on  Staphana  Security  Bank.  Stephana,  Arkansas.  Th*  $30,000  check  written  from 
Whitewater  to  Jamaa  HcOougal  was  wrlttan  whan  Whitewater  had  a  balance  of  $270.13. 
When  tha  check  waa  forca  paid,  th*  balanca  wane  to  S<29,  744,a7>,  where  It  rsmained  for 
two  weeks  until  a  $30,000  cheek  from  Madison  rinanclal  Corporation  (subsidiary  of  HGSL) 
was  deposited  into  Whitewater' a  account.  Thara  waa  no  explanation  given  aa  to  why 
Madison  rinanclal  would  have  given   (or  even  'loaned')   Whltavatar  Oavalopmant  $30,000. 

AC  this  juncture,  it  should  b*  noted  that  shortly  after  th*  target  tia*  frame,  in 
October  1985,  th*  HCSL  Board  of  Dlroetors  ninutea  raflaet  that  Madison  rinanclal 
Corporation  waa  overdrawn  by  $2.7  mlillon>  th*  Board  subsequently  votad  to  call  tha 
overdraft  'an  invaatmant  In  th*  s*rvle*  corporation*,  aa  up  to  6%  of  th*  Asseeiatlens 
aasata  could  b*  Invaetad  in  sarvle*  corporationa,  froa  a  ragulatory  s4tHa^int.  It 
should  b*  turth*r  notad  that  th*  $30,000  cheek  Jasaa  McOougai  racaivad  frea  Whitewater 
was  andorsad  to  Earth  Mev*r*.   Inc.,   (whoa*  principal  la  focaar  S*nator  J.  w.  rulbrlght: 
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who  fubtaquancly  andertAd  It  to  M«dtton  Guaranty  (or  tha  purpoia  e{  obtaining  a 
caaniar't  ehack  (drawn  froa  MCSL  account  /TOOI312.  transaction  /7801).  Tha  eaihiar't 
chack  Is  eurrantly  unavallabla,  to  tha  final  daatlnatlon  of  eha  fundi  it  y«c 
undataminad. 

In  addition.  It  ahould  &a  polntad  out  that  tha  racorda  of  tha  formar  HCSL  Chlaf 
Financial  Offlcar,  Craq  rounq.  raflact  i  S30.00a  'raaarva*  paymant  antlclpaead  (rca 
Whltawatar  Davaiopmant  In  lO/SS  for  *n  'anqlnaarlnq  aurvay*;  thla  Information  appaari 
on  a  flow  chart  ralatlnq  to  Hapla  Ccaak  rarma,  a  land  Invaatnant/aubdlvli ion 
davaiopmant  of  Madlion  Financial  Corporation,  and  a  aaeond  tlar  lubaldlary  of  Madlaon 
Guaranty  Savlnqa  6  Loan.  In  addition,  avary  month  during  tha  tarqat  tlaa  fraaa,  Suaan 
HcOouqal  dapoaltad  a  chack  for  S2S$.l]  froti  Loqan  Chartar  Sarvlea  Into  tha  Whltawacar 
account;  thaaa  funda  wara  dlvartad  fron  tha  Bank  of  Xlnqiton  to  whoa  thay  wara  ill 
payaOla,  and  andoriad  by  Suaan  HcOouqal  to  Uhltawatar's  MCSL  chacklnq  account  In  an 
apparant  affort  to  kaap  a  iiiini.(nal  balanca  In  tha  account. 

Forqary  la  alao  allaqad  to  Da  a  poaalbla  factor  in  aavaral  of  tha  ehacka  wrltttn  on  tha 
Whltawatar  account.  Accordinq  to  tha  HCSL  iiqnatura  card  for  Whltawatar  3avalopreanE 
Corporation.  Inc..  tha  only  aiqnatory  on  tha  account  la  Suaan  HcOouqal;  howavar,  tha 
alqnatura  on  tha  card  allaqadly  baart  littla  raaamslanca  to  Suaan  HcOouqal' i  actual 
•iqnatura.  It  la  intaraatinq  to  nota  that  tha  S25.0OO  chack  wrlttan  on  tha  whltawatar 
accounc  to  Oxarka  Raalty  Co.  .  haa  'Jaoiai  B.  HcOouqal*  alqnad  to  It  avan  thouqh  ha  la 
not  a  alqnatory  on  zr\m  accounc.  Tha  alqnatura  on  tha  cnack  waa  allaqadly  alqnad  by 
tORiaona  alaa.  wnoaa  handwritlnq  baara  a  itriklnq  raaamblanca  to  that  of  Llaa  Anipauqh. 
a  HcOouqal  bualnaaa  aaaoclata  in  a  numbar  of  othar  antarpriaaa.  In  fact.  Ha.  Antpauqn 
allaqadly  forqad  or  aiqnad  both  Janaa  and  Suaan  HcOouqal '■  alqnatura  to  chaeka  drawn 
on  all  of  tha  comblnad  companiaa  accounts  on  numaroua  occaaiona  durinq  tha  tlaa  fraaa 
In  quastlon.  Althouqh  at  laast  ona  of  tha  chacks  wrlttan  by  whltawatar  to  tha  Bank  of 
Charry  Vallay  waa  actually  iiqnad  by  JLa  HcOouqal,  »oat  of  thaa  wara  ilqnad  'Jaaat  3. 
HcOouqal*.  allaqadly  by  Suaan  HcOouqal  or  Llaa  Anspauqh.  If  thaia  wara  not  actual 
Instancas  of  forqary,  par  aa,  than  thara  wara  cartalnly  numaroua  casaa  of  unauthorizad 
slqnaturaa  on  tha  accounts.  That  balnq  tha  casa,  tha  McOouqal't  apparantly  tat  faw 
paramatart  for  'alqnatura  authority*  on  thalr  partonal  and  corporata  account!,  »lth 
nultlpla  chacks  thowinq  no  lass  than  thrsa  dlffarant  alqnaturaa  for  'Jaisaa  B  HcOouqal* 
and  no  lata  than  four  dlffarant  alqnaturaa  for  *Suaan  H  HcOouqal*. 

An  ovarvlaw  of  tha  Whltawatar  account  hlttory  tupports  postibla  crlainal  action  on  tha 
part  of  Susan  HcOouqal,  Lisa  Antpauqh,  and  at  laaat  ona  othar  Individual,  for  allaqad 
forqary>  oc  unauthorizad  tiqnaturaa  In  tha  nana  of  Jaisas  B.  HcOouqal  (and  In  tha  caaa 
of  Lisa  Anspauqn,  tha  nana  of  Suaan  HcOouqal)  on  numaroua  chacks.  In  addition,  tha 
fact  that  wajnaa  HcOouqal  waa  not  a  alqnatory  on  tha  account,  but  alqnad  chacks 
raqardlaaa  of  that  fact,  tnowa  his  racklaas  dlsraqard  for  raqulatory  raqulranancs  and 
bankinq  laws.  HcOouqal 'a  documantad  willlnqnaas  to  allow  tha  fraquanc  ovacdraft  ttatua 
on  tha  Whltawatar  account,  ansurlnq  that  loans  paynanta  wara  aada  and  corporata 
obllqationa  oat,  tarvad  hla  own  banaflt  aa  wall  aa  that  of  aoaa  or  all  of  his  buslnass 
pactnara.  Althouqh  clreuaatancat  point  to  tha  probaAllltr  that  toaa  or  all  of  his 
bualnaas  pactnars  wara  awara  of  tha  activity  taklnq  plica  within  tha  whltawatar 
partnarshlp  and  corporata  chacklnq  accounts,  thara  la  Inaufflclant  svldanca  at  tbla 
tiaa  to  prova  that  thay  had  knowladqa.  Conaaquantly,  thasa  Individuals  will  appaar  on 
tha  Hat  of  wLtnassaa  contalnad  at  tha  and  of  this  rafarral. 

Siailar  Inatancaa  wara  allowad  to  occur  with  tha  account  of  Tuckar-Salth-HcOouqal. 
whosa  prlnclpala  wara  Janas  HcOouqal,  JLa  Guy  Tuckar  and  Staphan  A.  Salth.  Tha 
followinq  a«a<nplaa  ara  notadi 

•  On  1/32/8S,  chack  ^161  for  S3, 894. 66  waa  wrlttan  to  First  Conraarclal  Bank  for 
*lntaraat*  on  a  coonarclal  loan.  Jaaaa  HcOouqal' s  alqnatura  waa  allaqadly  ttqnad 
or  forqad  by  Susan  HcOouqal,  who  waa  tachnlcally  tha  only  alqnatory  on  tha  MCSL 
alqnatura  card.  Tha  data  tha  chack  waa  wrlttan,  tha  accounc  did  not  contain 
aufflclanc  funda,  and  tubsaquancly  want  Into  an  ovardraft  ttatua  of  5<3,9S3.0O> 
whan  tha  chack  forca  paid.  Tha  ovardraft  waa  claarad  with  a  chack  froa 
Flowaruood  Faraa  (^176)  for  $3,100  on  1/2S/SS.  HOOSI 
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•     On  3/13/85.  ch«ck  #l«S  toe  54,000  w«a  wrlttan  to  Cltlxtn't  Btnk  for  *r*lt4t«  dMd 

K«dL*on  Couney*.  J<a«*  McOeuqal't  •i<jn«eur«  waa  y«e  tqain  •ll*<}«dly  •iqntd  by  Hit 
«lf»,  Susan.  Tha  data  tha  ehack  waa  writtan,  tha  Tuekar-Salth-KcOouqtl  teeount 
did  not  coneaLn  auffletant  (unda,  and  tha  account  want  Into  ovacdraft  atatut  of 
J<3,0J7.S9>  xhan  tha  enack  waa  forea  paid  on  3/19/9S.  Tha  account  aaUtatnad  an 
ovardcaft  atatua  until  4/9/8S.  whan  a  dapoalt  of  $9,189.69  waa  caealvad  (coa 
riowarvood  rarma  (chaek  /  193).  Tha  (unda  (roa  Plewarwood  rarna  wara  axaetly 
anouqh  to  eovac  tha  axiatlnq  ovardraft,  plua  eovar  Tuckar-Salth-HcOeuqal  ehaek 
t  169  Cor  $S.664.73  wAleh  had  baan  writtan  to  Cltlxan'a  Bank  o(  Karahall, 
Ackanaaa,  on  4/1/8S  bafoca  thaca  wara  aufflelant  funda  avallabla  to  honor  tha 
chack. 

'  •  On  3/11/8S,  Plrat  Kortqaqo.  Inc.  wrota  chaek  t  S923  for  SI, ISO  to  Hadlion 
Guaranty  Savlnqa  and  Loan.  Thla  ehaek  waa  allaqadly  andoraad  by  Suaan  HeOouqal 
for  Madlaon  Guaranty,  and  dapoaltad  to  tha  account  of  Tuckar-Snlth-McOouqal  tha 
day  baforo  a  S2,S00  chaek  writtan  to  whltawatar  claarad  tha  account,  laavinq  a 
balanea  of  $72.31. 

Similar  Inataneaa  Involvinq  tha  Flowarwood  Farcna  account  hava  baan  pravloualy  avldanead 
through  tha  axanplaa  uaad  In  eon^uneti.on  wLth  tha  HcOouqal'a  paraonal  chacklnq  aeeount. 
AddltLcnal  apacLflc  information  on  activity  In  aach  of  tha  comblnad  accounts  will  ba 
(orthcominq  in  tha  chronolaqy  of  avanta  which  followa. 

Tha  axtant  of  tha  foraqomq  aetlvltlaa  will  tubatantlata  thla  rofarral'a  tllaqatiena 
of  chaek  kitlnq  batwaan  tha  ralatad  antltlaa  (*tha  conalnad  corapanlaa*),  a«  wall  ai 
trantactlona  batwaan  HcOouqal'i  paraonal  account  and  tha  eomfilnad  coapanlaa.  Thla 
rafarral  will  (urthar  allaqa  that,  dua  to  tha  axtandad  parlod  of  tlma  ovar  which  thaia 
tranaactlona  oeeurrad.  thaao  actions  war*  probably  known  to  aona  or  all  of  tha 
principals  of  tha  eomJBlnad  eompanlaa.  Each  of  thaaa  prlnelpala  appaar  on  tha  witnass 
list,  as  thara  la  Insufflelant  avidanca  at  this  tlaa.  aa  pravloualy  statad,  to  prova 
that  thay  had  knowladqa  of  thaaa  aetlvltlaa.  Thla  ranqa  of  avanta  furthar  sarvat  to 
support  tha  allaqatlons  of  (orqary,  alauaa  of  poaitlon,  dlvarslon  of  funds,  and 
prebabla  bank  fraud  aa  wall  aa  conaplraey  to  dafraud  tha  Inatltutlon  on  tha  pact  of 
Jamaa  HcOouqal,  Suaan  McOouqal  and  Llaa  Anapauqh. 

7b.    Cl'/t   A  CHRONOLOGICAL  AND  COMPLETE  ACCOUNT  Of  THI  SUSPECTED  VIOLATIOHt  (Us*  continuation 
•    ahaat.  If  naeaaaary. | 

•  Ralata  kay  avanta  to  docunanta  and  attach  eoplaa  of  ihoaa  doeumants 

For  purpoaaa  of  clarlf Ic^^tlon,  tha  fellowlnq  chroneloqy  of  avants  la  brokan  down  by 
antlty  account,  and  In  tha  caaa  of  Jamaa  6  Suaan  McOouqal,  by  Indlvlduala. 

Janaa  a.  and  Suaan  H.  HcOouqal,  HCSL  Aceoune  t   424 

1/28/8S  Chaek  f  S77  for  $13,181.07  waa  laauad  to  worthon  Bank  for  principal  and 
Intaroat  paymant  on  a  loan.  Jaaaa  McOouqal' a  iilqnatura  appaars  to  hava 
baan  forqad,  or  tlqnad  by  an  unauthorlzad  party  on  hla  bahalf .  Thara  wara 
Inauffieiant  funds  In  tha  aeeount  that  data  ehaek  0  S77  waa  writtan; 
howavar,  tha  HcOouqal'a  racalvad  a  'paraonal  loan*  of  $14,000  (roa 
riowarvood  Fama,  Ine.  (ehaek  t  179  -  thowlnq  an  allaqadly  forqad  'Susan 
HcOouqal*  alqnatura)  on  1/29/8S.  Ooaplta  tha  514,000  'loan'/dapoait,  tha 
ehaek  to  worthan  Bank  waa  forco  paid  on  2/6/8S,  laavinq  tha  aeeount 
ovardrawn  $<4,116.97>,  whara  Ic  raoalnad  until  2/7/8S  whan  a  daposit  of 
$S,  127.04  waa  racalvad  froa  an  unknovn  sourca. 

2/S/8S  Chaek  /  589  for  ^3,154.28  waa  laauad  to  tha  IM.  Tha  chaek  waa  allaqadly 
alqnad  by  Suaan  McOouqal.  On  tha  data  It  waa  writtan,  tha  account  waa 
ovardrawn  by  S<3,282.00>.  vfhan  tha  ehaek  claarad  on  2/19/8S,  tha 
account's  evordraft  status  Incraaaad  to  $<8,777.0S>.  Aa  pravloualy  notad, 
tha  Initial  ovardraft  atatua  on  tha  aceoune  waa  cauaad  whan  ehaek  t  577 
foe  $13,181.07  to  Morthon  bank  was  forca  paid.  noosE 
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2/19/85  Ch«ck  *  611  for  $99,562.62  was  liauad  tee  Madison  Guaranty  Savinqa  4  loan, 
for  principal  and  Lntaraat  paymanea  on  (Iva  McOougal  ralatad  loana.  Thli 
chack  claarad  (roa  lean  proeaads  o(  $]S1,S02.80  dapoaitad  to  MeOouqal'i 
account  on  3/22/8S.  Tha  procaada  vara  daalqnatad  'purcnasa  and  ranovatior. 
of  hoaa*  for  tha  McOoutjaia;  hovavar,  ovar  ilOO.OOO  of  tha  procaada  wara 
ultUnataly  dlvartad  for  tha  purpoaa  of  brlnqlnq  othar  dabt  currant. 

2/19/aS  Chack  /  612  for  $5,659.17  waa  laauad  to  Madlaon  Guaranty  $avln<;a  6  Loan 
for  Intaraat  on  a  McOouqal  calatad  S8S.00O  unaacurad  cooaBacelal  loan. 
Aqaln,  tha  chack  claarad  chrouqn  tha  funda  provldad  by  procaada  (roa  tha 
hooia  loan. 

2/20/85  A  dapoalt  (or  $1,000  waa  cradltad  to  tha  McOouqal'a  account;  tha  dapoalt 
waa  chack  /  181  (roa  riowarwood  Faraa,  allagadly  algnad  by  Suaan  McOouqal, 
and  dapoaitad  to  thalr  account  whan  It  waa  ovardrawn  S<11, 687.Q9>. 

2/21/85  Chack  /  615  (or  $178,301.02  waa  laauad  to  Madlaon  Sank  fi  Truat  ((omarly 
tha  Bank  o(  Xlnqiton)  eo  payoff  */4  Battswood  Mortqaqa  at  ?ulaakl  Bank*. 
/4  Battawood  is  tha  addraaa  of  tha  MeOouqal'a  naw  hooia.  It  la  racoonandad 
that  tha  Pulaakl  Bank  racords  ba  ravlawad  to  varify  thla  Information. 

2/22/85  A  dapoait  (or  SIO.OOO  was  cradltad  to  tha  McOougal' •  account;  tha  funda 
coming  from  Kadiicn  Harkatlng  chack  #  238  payabla  to  Suaan  McOougal,  with 
no  spacidc  ttatad  purposa.  Prior  to  thla  dapoalt,  tha  McOougal'*  account 
waa  ovardrawn  S<a.612.0S>.  ^ 

2/22/85  Loan  procaada.  in  tha  form  of  Caahlar's  Chack  t  2218  for  $351,502,  wara 
dapoaitad  Into  tha  McOougal' a  account.  Aa  notad.  thla  loan  was  for  tha 
statad  purpoaa  of  purchaalng  and  ranovatlng  a  hoiM. 

2/26/85  Chack  f  616  (or  $4,500  waa  laauad  to  Lorana  McOougal,  ona  of  JLn 
McOougal' a  ralatlvaa.  This  chack  did  not  Indlcata  a  apaclfle  purposa,  tr.z 
claarad  ehrougn  tha  funda  provldad  by  tha  loan  procaada.  Aa  tha 
McOougal' •  wara  contributing  to  tha  Clinton  Caapalgn  fund  during  thla  tlma 
fraflia.  It  Is  raconmandad  that  a  furthar  Invaatlgatlon  ba  undartakan  to 
datarmlna  tha  poaalblllty  that  thaaa  funds  wars  provldad  to  Lorana 
McOougal  (or  cha  poaaibla  purpoaa  of  making  additional  eaapaign 
contributlona  on  bahalf  of  tha  McOougala  or  Madlaon  Guaranty. 

2/27/8S  Chack  0  617  (or  $450  waa  Issuad  to  Lorana  McOougal.  Again,  thara  waa  no 
daalgnatad  purpoaa  on  tha  chack.  which  raiaaa  tha  pravioualy  unanawarad 
guaatlon.   Both  cnacka  to  Lorana  McOougal  wara  algnad  by  Suaan  McOougal. 

Chack  t  157  (or  $4,500  waa  laauad  to  Madlaon  Bank  G  Truat  (or  intaraat  on 
loan  0  3376.72.  Thla  chack  alao  claarad  (roa  tha  hona  loan  procaada, 
putting  tha  dollar  aaoune  of  funda  dlvartad  for  othar  dabt  to  ovar 
$100,000.  / 

NOTE  I  It  appaara  that  tha  McOougal 's  aach  kapt  thalr  own  aat  of  chacka  for  thalr 
account  ^424,  and  would  apparantly  wrlta  chacka  froa  which  avar  pad  waa 
avallabla  at  tha  tioa.  Tha  numbara  on  tha  chacka  fraquantly  ranga  all 
ovar  tha  apactrua  In  a  non-«aquantlal  ordar. 

3/1/85  Chack  /  158  for  $8,250  waa  laauad  to  Robart  T.  Wllaon  for  'paynant  on 
nota*.  Wllaon' ■  spacific  rola  In  this  tranaactlon  haa  not  baan  dadnad. 
nor  haa  tha  purpoaa  of  tha  *nota*  (loan)  In  quaatlon.  Jla  McOougal 
allagadly  algnad  thla  chack,  which  appaara  to  ba  a  fairly  rara  occurranca. 

3/10/85     Chack  t    173  for  $13,248  waa  laauad  to  Raynaa  Auto,  with  no  ipaclflcally 
atatad  purpoaa.  but  would  appaar  to  ba  for  tha  purchasa  of  a  ear.   Tha 
chack  la  algnad  'Suaan  McOougal*.  but  do«a  not  appaar  to  ba  Suaan 
McOougal' ■  allagad  algnatura.   This  chack  claarad  fro<a  tha  hooa  loan 
procaada.   Tha  aaaia  day  chack  0   179  for  $1,738  waa  laauad  toHClVHba  Auto, 


(JOOLOO 

PLS0025S 


770 


MAfilJO.N  CUARA.s'nf  WVTNCS  A  LOA. 
CMMIS^X  R£FCIU«AI.  OODI 

Acccn-  ];.  17*1 

fAoe  II  __, 

•qain  wLtn  no  ■paelflcally  atatad  purpoaa,  and  chaek  /  ISO  (or  S13,2S0  waa 
wrlttan  to  a  Kr.  Charlaa  Bronaon.  foe  no  apvcLf leaily  aeatad  purpoaa.  All 
ehcaa  of  thaaa  cnaeka.  cocallinq  $28,236,  claarad  (coca  eha  pcoeaada  e(  tha 
McOouqai'a  hoia*  loan. 

3/10/8S  Chaek  t  181  (or  S4,8S2  waa  laauad  to  ITT  Kruaa  tnt.:  tha  mano  (laid  ahowa 
aavaral  loan  numcara.  IC  la  raeoitunandad  thac  raeocda  ba  aubpoanaad  so 
daearmlna  ttia  naeuca  oC,  and  parelelpanca  In.  tMa  loan. 

]/19/as  Hadiaon  Cuarancy  Savinqa  laauad  ehaek  t  2104  (or  S30.7S0  to  Janaa  9. 
HcOouqal  (or  'raimfluraaffiant  (or  laaaa  auco  purchaaad  (or  Laaainq 
OapartRiant* .  It  la  raconmandad  that  (ucthar  invaatlqatlon  ba  eonductad  to 
datarmlna  l(  thla  waa  raunburaamant  (or  tha  S14,980  In  cnaeka  wrlttan  to 
Haynaa  Auto  on  J/10,  and  poaalbly  tha  $13,250  ehaek  alio  wrlttan  on  3/19, 
to  Charlaa  8ronaon.  If  thla  la  tha  eaaa,  tha  cnaeka  wrlttan  on  3/10 
totallad  S28.23S,  Indleatlnc}  that  Janaa  McOouqal  waa  raunburaad  (or  $2,514 
that  ha  did  not  tetualLy  ipand. 

3/29/aS  Chack  /  676  (or  Sll.OOO  waa  laauad  to  Quapaw  Tltla  Company,  with  no  itatad 
purpoaa.  Thla  eranaactlon  would  aaaa  to  Indleata  tha  poaalbllity  of  a 
(omal  real  eacaea  lala  or  eloamq  of  aooia  typ«)  poaalbly  ralatad  to  tha 
purchaaa  of  c'a  HcSouqal'f  homa,  or  ralatad  In  aoma  mannar  to  tha  $25,000 
tranaactlon  batwaan  whltawatar  Oavalopmanc  and  Otacka  Raalty  Company.  It 
la  ceeommanded  that  tha  Quapaw  Tltla  Company  and  Osarka  Raalty  Coapany 
raeorda  ^»  raviawad  to  aaaaaa  tha  purpoaa  of  tha  $11,000  ehaek  fcoa  tha 
HcOouqala.  and  it' a  potantlaL  ralatlonahlp  to  Whltawatar  and  Otarka 
Raalty,  i.f  any. 

4/4/8S  Chack  t  688  (or  $3,000  waa  Isauad  to  tha  3111  Clinton  Canpalqn  Fund,  and 
allaqadly  aiqnad  by  Suaan  HeOouqal.  Tha  aceounc  balanca  on  tha  data  tha 
ehaek  waa  writtan  itood  at  $<7,897.73>i  whan  tha  chack  claarad  en  S/3,  tha 
ovardraft  atatua  incraaaad  to  $<10,S97.73>.  Tha  account  balanca  ramainad 
at  thla  laval  until  5/9  whan  $5,281.21  waa  dapoaitad  (con  an  unidantlf lad 
iourca. 

4/9/85      Chack  /  691  (or  $37,149.30  waa  laauad  to  Exacuear,  Inc.,  allaqadly  a 
,  iubaidlacy  of  Hadiaon  financial  Cocpocatlon.   Tha  chack  did  not  itata  a 

apacifle  pucpoaa.  whan  tha  ehaek  waa  wrlttan.  tha  aceount  had  a  balanca 
of  $34, 538. ,  78;  cha  chack  elaacad  on  4/12  ovacdcawlnq  tha  aceount  by 
$<10,07S.00>.  funda  totalllnq  tha  axaec  aaina  anount  wara  dapoaitad  Into 
tha  HeOouqal' a  aceounc  on  4/22>  tha  aourca  b«Lnq  a  Hadiaon  Guaranty 
Savlnqa  &  Lo'in  eountar  chack  (or  $37,149.30.  allaqadly  ilqnad  by  aithar 
Harry  or  Hanry  Haallton,  with  tha  notation  '83  H3  380  SL*.  It  la 
concalvaAla  that  HeOouqal  purchaaad  tha  ear,  and  than  aold  It  for  tha  aaaa 
amount  two  waaka  latar.  Howavar,  whan  conaidarad  with  tha  (act  that  a 
aLmilar  altuatlon  oceurrad  with  HeOouqal  and  Exacuear  9  daya  latar  on 
"-  4/18.  tha  aala/pucchaaa  thaory  bacoraaa  Ineraaainqly  Uiplaualbla. 

4/17/8S  \  dapoalt  of  $33,000  waa  eradltad  to  tha  HcOouqal'a  account;  tha  aoucea 
camalna  unidantlflad  at  thla  tlma,  but  caaaarch  contlnuaa. 

4/18/85  Chack  t  697  for  $29,209.30  waa  laauad  to  Exacuear,  Inc.  (or  a  black 
Hareedaa.  Tha  lama  amount  waa  cafundad  to  tha  HcOouqal'a  aceount  by 
Exaeucac  on  5/1/85  whan  thalr  account  waa  ovardrawn  by  $<28, 812.96>.  3y 
thla  point  tha  HcOouqal'a  hava  avldantly  purchaaad,  and  althac  raturnad  or 
aold,  two  axpanalva  cara  In  a  10  day  parlod  of  tlma.  It  la  racommandad 
that  thaaa  teanaactlona  ba  (urthar  Invaatlqatad  throuqh  tha  raeorda  of 
Exacuear,  Ine.  to  datarmlna  that  natura  of  thla  activity. 

4/19/85  Chack  *  699  for  $55,000  waa  laauad  to  flowaevood  Earaar  thla  waa  a  -loan" 
to  covar  flowarwood'B  axlatlnq  ovardraft  of  $<S0, 994. 17>,  which  oceurrad 
aa  a  raauLt  of  an  $86,612.68  paymant  to  Hadiaon  Guaranty  Savlnqa  £  Loan  on 
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•  HeOeuqal  r«la'«d  lo«n.  Xe  th«  tla«  ch«  JSS.OOO  ehaek/'loan'  te 
rio««c«oo<l  w«»  wcltt«n,  tha  KcOouqal'*  had  S19,429.S0  In  tn«lc  account. 
Whan  th«  ehack  waa  (arc*  paid  on  4/23,  Cha  MeOouqaL'i  account  »a* 
evardrawn  by  $<28,077.a2> 

S/1/8S  Chack  t  723  tor  $1,207. JO  waa  laauad  to  Madiaon  Guaranty  for  tha  April  tnd 
March  payraanta  on  KeOouqal  ralatad  loan  f  1064.  Tha  account  waa  ovardrtwn 
$<7,897.73>  whan  tha  chack  torea  paid  on  S/3/8S.  Tha  and  raault  of  t.lla 
tranaaetlon  appaari  to  ba  tha  McOouqal'a  ovardrawlnq  thalr  account, 
raaultlnq  In  an  unauthorlxad  'loan*  froa  tha  Aaaoeiatlon,  In  ordar  to  pay 
tha  Aaaoclatlon  (or  thalr  April  and  March  loan  paymanta;  thara  appaara  to 
ba  llttla.  If  any,  loqle  to  thaaa  eltcuaataneaa. 

S/1/8S  Chack  /  704  (or  SSO  waa  laauad  to  tha  Oanoeratle  Party  o(  Arkanaaa,  (or 
tha  purchaaa  of  *2  Jaffaraon  Jackaon  Oay  dlnnar  tlekata*.  Tha  account 
balanea  waa  S<S.S26.36>  wnan  tha  chack  forca  paxd. 

S/1S/8S  Chack  t  748  for  520,000  waa  laauad  to  Madiaon  Guaranty  for  tha  purchaaa  oC 
Caahlar'a  Chack  /  2704.  Tha  raotttar  on  tha  Caanlar'a  Chack  waa  EartR 
Movar'a,  :nc.,  whoaa  principal  la  J.W.  fulbrlqht,  fomiar  Sanator  !;oa 
Arkanaaa.  rulbriqht  andoraad  tha  chack  'for  dapoalt  only  to  Ri4<;i 
National  Sank*  on  S/18.  On  $/20,  520,000  waa  dapoaitad  Into  McOouqal'i 
account  wnicn  w«a  ovardrawn  S<17,sa2.20>  at  tha  tuna.  Tha  aourca  of  eha 
dapoalt  la  undatarmlnad  at  tnla  tlma.  :t  la  racomnandad  that  Riqga 
National  Bank  cacorda  ba  ravlawad  to  datarmlna  tha  poaakblllty  that  thaaa 
funda  travalad  from  Fulbrlqht  back  to  McOouqal.  It  ao.  thla  tranaaetlon  la 
a  llkaly  candldata  for  poaalbla  chack  kltlnq.  ' 

S/16/8S  A  dapoalt  of  58,370  waa  cradltad  to  MeOouqal'a  account,  which  waa 
ovardrawn  $<26,0S2,20>  at  tha  tlma.  Tha  funda  caaa  frora  riowarwood  Tirai 
chack  /  204  (or  5190,  PanCrook  Manor  chack  t  128  (or  5S,30O,  Sraat 
Southarn  Land  Conpany  chack  /  126  for  5180,  RolUnq  Manor  chack  0  212  (or 
53,400  and  McOouqal  £  Aaaocvataa  chack  /  107  for  5300.  Each  of  tha  chaeka 
waa  daaiqnatad  aa  a  'loan*. 

S/24/8S     Chack  t    760  for  583.233.29  waa  laauad  to  Union  National  Sank.   whan  tha 
chack  waa  writtan,  tha  account  contalnad  5963.19.    McOouqal  borrewae 
'~  S8S,000  (con  MCSt,  (loan  /  2764),  and  tha  loan  procaada  wara  dapoaitad  Intc 

thai.r  account  to  covar  tha  583,233.29  chack.   Howavar,  whan  tha  chack 
claarad  on  5/31,  It  waa  (oread  paid,  laavinq  tha  account  with  an  ovardraft 
balanea  of  S<4,096.03>. 
II 

whltawatar  Oavalopoant  Corporation,  Inc.,  Aeeoune  0   230151S 
Prlncipalai  Ja^aa  and  Suaan  McOouqal 

Bill  and  Hillary  ftodhaa  Clinton 

12/7/84  Tha  Whltawatar  account  waa  ovardrawn  by  approiilnataly  S<6,0Q0>,  whan  a 
dapoalt  for  59,310  brouqht  tha  balanea  up  to  S3,423.6S.  Tha  dapoaie  waa 
aada  up  of  funda  froa  tha  aeeounea  of  tha  eootolnad  eonpanlaai  Tuckar- 
Salth-HeOouqal  chack  *  1$9  for  51,600,  Rolllnq  Manor  chack  f  198  for  1330 
and  Pamsrook  Manor  chack  /120  for  57,100.  Each  chack  waa  daalqnatad  ta  < 
*loan*  to  Whltawatar,  and  aaeh  chack  waa  allaqadly  alqnad  by  aithar  Suaan 
McOouqal,  or  Llaa  Anapauqn  alqnlnq  aa  Suaan  McOouqal.  Onea  tha  dapoalt  waa 
cradltad,  whltawatar  laauad  chack  0  127  for  53,27.18  to  tha  Bank  of  Charry 
Vallay,  taklnq  tha  account  balanea  down  to  5147.47. 

1/4/8S  Chack  0  128  for  5S,071.23  waa  laauad  to  tha  Bank  of  Charry  Vallay.  Tha 
chack  waa  alqnad  'Jaaaa  B.  McOouqal*  (who  had  no  alqnatura  authority  on 
tha  account)  allaqadly  by  Suaan  McOouqal,  baaad  on  tha  handwrltlnq.  Thla 
chack  claarad  tha  whltawatar  account  on  1/11  -  tha  day  aftar  a  dapoalt  for 
$4,660  waa  aada  to  Whltawatar  by  tha  coablnad  coapanlaa  accounta. 
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1/10/8S  Whlt«w4ear  raeaLvad  •  dapoait  for  $4,660  froa  eha  eeotolnad  eoopcny 
•eeounca  ot  Rolling  Manor,  Tuekar  Snltlt  MeOeuqal.  riowarwood  fanaa  4nd 
Pambrook  Manor,  brinqinq  tha  account  balanca  eo  $$,09S.27. 

1/23/8S  Ctiaek  f  129  (or  Jl.OOO  waa  iaauad  to  Whltawatar  Oavalopnant  Corporation. 
with  tha  notation  *Acct  J17.S*.  Thia  chack  claarad  on  1/28;  ttia  tajna  day 
that  riowarwood  rarma  iaauad  chack  /  177  toe  $1,000  to  whitawattr. 
bringing  tha  account  balanca  up  to  $1,446.07.  Without  tha  banafit  of  tha 
dapoait  (roia  riowarwood,  tha  chack  writtan  by  whitawatar  to  tha  Bank  ot 
Charry  Vallay  would  hava  baan  inaufficiane. 

2/1S/8S  Chack  t  132  for  $3,000  waa  iaauad  to  Chrla  Wada  (an  appraiaar,  according 
to  MGSL  Board  Minutaa),  with  no  apaciflc  atatad  purpoaa.  Tha  chack  waa 
aignad  'Jainaa  3.  HcOougal*,  allagadly  by  Suaan  McOougal.  This  chack 
claarad  on  3/13,  whan  tha  whitawatar  account  waa  alraady  ovardrawn 
$<1,391.03>,  incraaaing  tha  ovardraft  to  $<4,a91.03>.  On  tha  lana  data, 
thara  waa  a  dapoaLt  mada  to  tha  whitawatar  account  from  tha  eonbinad 
contpaniaa  accounta,  curing  tha  ovardraft. 

2/lS/aS  Chack  /  133  for  SI, 625  waa  iaauad  to  Charlaa  E.  Janaa  'for  accounting* 
aarvicaa.  Tha  chack  waa  aignad  'Suaan  McOougal*,  allagadly  by  looaona 
othar  Chan  Suaan  HcOougal.  Thia  chack  claarad  on  2/21/85,  putting  cha 
account  into  ovardraft  atatua  by  S<1,192.06>.  Tha  account  affaetivaly 
atayad  ovardrawn  until  3/13,  whan  thraa  dapoaita  (two  from  tha  combinad 
companiaa  and  ona  fron  an  undatarminad  aourca)  totalling  SB, BOO  wara 
craditad.  Tha  dapoaita  wara  for  S3, 300,  froa  tha  combinad .  accounta, 
$2,500  fron  Tuekar  Smith  HcOougal,  and  $3,000  froo  an  unidantifiad  aourca. 
Civan  tha  proxunity  of  thia  dapoait  to  tha  $3,000  chack  writtan  to  Chrii 
Wada,  it  ia  cacomandad  that  furehar  raaaarch  ba  conductad  to  datamna 
tha  poaaibility  of  Wada  'rafunding'  tha  $3,000  back  to  Whitawatar,  which 
could  account  for  tha  'oyatary  dapoait.' 

2/21/85  Chack  f  134  for  SI, 000  waa  iaauad  to  Whitawatar  Oavalopaant  Corporation 
with  tha  notation  'Account  317.5*.  Tha  data  tha  chack  waa  writtan  tha 
account  balanca  waa  $<1,192.06>,  and  whan  tha  chack  claarad  on  2/28,  tha 
ovardraft  atatua  incraaaad  to.  S<1,906.93>.  Evidanea  pointa  to  Cha 
probability  that  tha  MCSL  whitawatar  account  waa  ail«gadly  'swapping*,  or 
kiting,  chacka  with  a  aiatar  account  at  ano^har  bank,  in  ordar  te  maintain 
a  cartain  account  balanca.  ,. 

3/7/85  Chack  /  135  (Br  S6S0  waa  iaauad  te  Charlaa  Jaoaa,  again  for  'accounting' 
■arvicaa.  Thia  chack  claarad  tha  account,  taking  tha  balanca  to  $258.97 
on  3/22. 

3/22/85  Chack  t  137  (or  S2S,000  waa  iaauad  te  Oxarka  Raalty  Coapany;  tha  purpoaa 
waa  not  atatad  on  tha  chack.  Thia  chack  waa  fignad  'Jamaa  3.  McOougal, 
allagadly  by  Liaa  Anapaugh,  baaad  on  tha  handwriting.  Tha  data  tha  chack 
waa  writtan,  Whitawatar 'a  account  raflaetad  a  balanca  o(  S2S8.97;  whan  tha 
chack  forca  paid  on  4/1,  tha  account  waa  ovardrawn  by  $<24, 470.90>,  which 
ineludad  a  $15  ovardraft  charga  that  waa  latar  rabatad.  Tha  account 
atayad  ovardrawn  until  4/9  whan  a  $24,455.90  dapoait  waa  racaivad  (roe 
riowarwood  raniia  (chack  t  194).  Thia  dapoait  amount  waa  axactly  tha 
amount  o(  tha  ovardraft,  laaa  tha  $15  ovardraft  charga.  riowarwood  Ttrma 
providad  tha  funda  froa  a  $135,000  caahlara  chack  drawn  on  Staphans 
Sacurity  Bank  of  Staphana,  Arkanaaa,  which  had  pravioualy  baan  dapoaitac 
to  it 'a  account. 

NOTE:  According  to  varioua  Oklahooa,  Taxaa  and  Haw  Tork  nawapapar  raporta  (roc 
March  1993.  thia  could  hava  baan  tha  tiaa  (raaM  in  which  whitawatar  waa 
conducting  tranaactiona  ragarding  tha  houaa  that  waa  allagadly  purehasac 
and  auBaaquantly  aold  by  Ma.  Clinton.  It  ia  racoonandad  that  tha 
Whitawatar  and  Oxarka  Raalty  raeorda  b«  raviawad  to  datarmlna  tha 
poaaibility  o(  any  a«iating  ralatlonahip  b«twaan  thaaa  twiTTS^naactiona, 
and  th«  naeura  o(  any  aueh  ralatlonahip,  1(  (ound. 
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4/9/85  A  d«po«te  of  s:4,4SS.90  was  cradLCkd  to  wnit*w«e*r-«  «ceount.  At 
pc»viou»ly  noe«d.  eh«  fundi  e«ffl«  frea  riow«rwood  Ttema   enaek  *  194. 

4/19/8$  Ch»ck  /  138  foe  $30,000  wai  lgau«4  to  J«Ma  8.  NeOouqal  with  tha  notation 
•loan  capaymane*.  w^•n  tho  cnaek  waa  wrLttan.  tha  account  balanca  vat 
JJ70.13J  whan  tha  ehacit  fore*  paid,  tho  account  waa  overdrawn  By 
$<J9,744.87>.  ThlB  chack  waa  aiqnad  'Suean  HcOouqai*,  allaijadly  by  Liaa 
Anapauqh.  Janaa  McOouqai  andoraad  thia  $30,000  chacic  to  Earth  Hovara  Inc. 
(J.  w.  rulbriqhtl,  wno  in  turn  andoraad  it  to  Madiaen  Guaranty  (or  cna 
purchaaa  of  a  Caahiar'a  Chaek.  drawn  from  MGSt  account  t  7001312. 
tranaaetion  t  7801.  Raaaarch  to  locata  tha  fila  of  tha  Caahiar'a  Chaek  ia 
continuing. 

4/.39/8S  Chaek  /  139  for  S17  waa  iaauad  to  tha  Arkanaaa  Olractor  rinanca 
Adminlatration  for  tha  19as  eorporata  franehiaa  tax.  Tha  chaek  waa  tiqnad 
'Suaan  McOouqai*,  allaqadly  by  CLaa  Anapauqh. 

4/30/8S  A  dapoait  for  530,000  waa  eraditad  to  whttawatar'a  account.  Tha  (unda 
wara  providad  by  Madiaon  PinancLai  Corporation,  but  no  purpoaa  waa  atatad 
on  tha  enaek.  Thia  dapoait  brought  th«  uhLtawatar  balanca  froa 
S<29,744.a7>  to  $2SS.13.  It  la  racoitmandad  that  tha  raeorda  of  Madiaon 
rinanclal  Corporation  ba  raviawad  to  datamina  tha  (pacific  buainaaa 
purpoaa  of  tna  (unda  ran>,ttad  to  Uhitawatar  Oavaiopniant.  Tha  chaek  <roa 
Madiaon  financial  waa  aiqnad  by  MCSl,  Chlaf  rinaneial  Offlcar,  Sraq  Tounq, 
who  waa  alao  raiponaibla  for  craatinq  tha  pravioualy  rafaranead  'Raaarvaa* 
•praadahaat  (aao  eafarral  aunmary)  m  wnich  a  10/8S  530,000  •anqlnaarinq 
aurvay  (»•  waa  to  ba  charqad  to  (oe  raaarvad  froai  whltawata* 
Oavalopmant . 

Tuckar-Smlth-HcOouqal,  mcsL  Aecoune  t   23013S] 
Prineipalai  Jamaa  a.  MeOouqal 

JLa  Cuy  Tuekar 

Stapnan  A.  Smith 

1/22/8S     Chock  /  161  for  $3,894.66  waa  Iaauad  to  rirae  Coomarcial  Bank  for  intaraat 

'  on  a  loan.   Tha  chaek  waa  aiqnod  *J«a«a  8.  MeOouqal*,  allaqadly  by  Suaan 

McOouqal.  Janaa  HeOouqal  doaa  not  appaar  on  tha  aiqnatura  card  aa  a 
aiqnatory  on  thia  account.  Tho  data  tha  efiaek  waa  writtan.  tha  account 
balanca  did  not  contain  aufflciane  funda;  wnan  tha  chaek  elaarad  on  1/28, 
tna  account  y^a  overdrawn  S<3,9S3.00>.  Tha  aao*  day,  riewarwoed  rarva 
mada  a  S3,  $00  'lean*  (chaek  t  176)  to  Tuekar  Smith  MeOouqal,  allaqadly  (or 
tha  purpoaa  of  covarlnq  tna  ovardraft. 

2/7/8S  Chaek  t  162  for  $3,000  waa  iaauad  to  Jaaaa  8.  McOouqal  ta  a  'partonal 
loan*.  The  chaek  waa  allaqadly  writtan  and  aiqnad  by  Suaan  HcOeuqal.  Thia 
chaek  waa  dapoaltad  to  McOeuqal'a  account  alonty  with  a  chaek  (roa  Kadlion 
rinaneial  Corporation  for  $2,127.04  notad  aa  *aalary*  on  tha  dapoait  Hip. 

2/14/89  Chaek  f  163  for  $300  waa  iaauad  to  Jaaaa  8.  MeOouqal  foe  'patty  eaah.* 
Thia  ehaek  waa  alao  allaqadly  writtan  and  aiqnad  by  Suaan  MeOouqal. 

2/17/BS  Chaek  #  164  for  $L,  600  waa  iaauad  to  Charlaa  I.  Janaa  for  *acceuntinq* 
aarvtcaa.  Tha  chaek  waa  aiqnad  'Suaan  McOouqal'  allaqadly  by  toaaona 
ochor  than  Ma.  McOouqal,  and  appaara  to  b«  tha  aiqnatura  anewinq  on  tha 
actual  MCSL  aiqnatura  card.  Aa  pravioualy  notad,  tha  aiqnatura  on  tha 
MCSL  account  aiqnatura  card  ia  not  ballavad  to  b«  that  of  Suaan  McOouqal. 

3/11/8S  A  dapoait  of  SI. ISO  waa  eraditad  to  tha  Tuekar  Smith  McOouqal  accountr 
aeeordinq  to  tha  dapoait  allp,  tha  funda  wara  ralatad  to  'Kobarc 
Araatronq*.  Howavar,  tha  chaek  waa  actually  payaAla  to  Madiaon  Guaranty 
Savinqa,  and  andoraad  on  bahalf  of  Madiaon  Guaranty,  allaqadly  by  Suaan 
MeOouqal,  and  aubaaquanely  dapoaltad  to  tha  TMckar  Snith  HdBoi^tl  aeeount. 
Thia  dapoait  waa  sada  ona  day  prior  to  tha  claarinq  of  Tuekar  Saitn 
MeOouqal  ehaek  ^  X6S  for  $2,S00.  payaala  to  whltawatar  Oavalopnanc. 
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3/13/85  Chaelc  /  165  for  $3,500  w«a  iatu*d  to  whltawaear  OavalopMne.  Thla  ehaek, 
•  lonq  with  ctiacka  from  tha  othar  eonblnad  eoapanlaa  acceunta  totalUna 
$3,300.  war*  dapoaitad  to  whitawatar  on  3/13,  curing  an  ovardratt  at 
$<4,a91.03>  Tha  ovardraft  acatua  In  tha  uhltavatar  account  waa  eauaad  by 
tha  fore*  pay  of  chack  t   133  for  S3, 000  iaauad  to  Chela  Wada. 

3/13/85  Chack  t  166  for  $4,000  waa  iaauad  to  Cltizana  8ank  for  'ralaaaa  daad  In 
Hadlaon  County*.  Thla  chack  waa  alqnad  'Janaa  8.  HcOouqal*.  allaqadly  by 
Suaan  KcDouqal.  Tha  data  tha  chack  waa  wrlttan.  thara  wara  Inaufflelant 
funda  In  tha  Tuckar  Snlth  KeOouqal  accounti  tha  chack  claacad  on  3/19, 
ovardrawlnq  tha  account  by  $<3,937.60>.  Thla  ovardraft  altuatlon  ajilitad 
for  thraa  waaka,  until  4/9,  at  which  tlaa  a  dapoalt  of  $9,189.69  waa  aada 
Into  tha  account  by  chack  t  193  frooi  riowarwood  rarma.  Tha  dlffaranea  in 
tha  dapoait  a^raunt  and  tha  naw  account  balanca,  SS.6i4.71,  waa  asaetly  tha 
amount  nacaaaary  to  eovar  Tuckar  Smith  HcOouqal  ehaek  t  169  for  $5,664.73 
to  Cltlzan'a  Bank,  writtan  on  4/1  whan  tha  aeeount  waa  (till  ovardrawn, 

4/1/85  Chack  *  169  (or  $5,664.73  waa  Iaauad  to  Cltlxan'a  Sank  of  Harahall, 
Ackanaaa  (or  paymant  on  'notaa  40071190  and  00031484*.  Tha  itatua  of  tha 
aeeount  at  thla  tima  waa  aufflelantly  dlaeuaaad  In  tha  foraqoing  Tuekar 
Smith  HcOouqal  Cranaaction  datad  3/13/85. 

riowarwood  rarma.  Inc.   HCSL  Account  0   2301361 
Prlnclpalai   Undacarmlnad  at  chia  tima 

12/11/84  Chack  f  170  for  33,000  waa  iaauad  to  Jamaa  8.  MeOouqal.  At  tha  tlma  thla 
ehaek  waa  issuad,  tha  MeOouqal' a  account  waa  ovardrawn  by  $<4,095,39>. 
Thla  dapoaLt  from  riowarwood  brouqht  tha  balanea  up  to  $3,904.61 

1/10/85  Chack  ^  172  for  $1,430  waa  iaauad  to  Whltawatar  Oavalopmant  aa  part  of  a 
$4,660  dapoaLt.  Tha  funda  from  thla  dapoaxt  wara  allaqadly  uaad  to  eovar 
Whltawatar- a  chack  f    128  for  $5,071.33  to  tha  Bank  of  Charry  Vallay. 

1/22/85     Chack  /  173  for  S6.202.26  waa  iaauad  to  rirat  Coovnarelal  Sank  (or 
'intaraat  on  nota  0   00003618*.   Tha  ehaek  waa  (Iqnad  'Jamaa  P.  HcOouqal* 
I  -  allaqadly  by  Suaan  HcOouqal.  Tha  data  tha  ehaek  waa  writtan,  tha  aeeount 

eontainad  a  balanca  of  S866.74.  Howavar,  on  1/33  a  $38,500  dapoalt  waa 
cradltad  to  tha  account,  racaivad  froa  Bill  Hanlay  (brothar-in-law  of 
Suaan  HcOouqal)  allaqadly  for  *20  aeraa  in  Pulaakl  County*.  Tha  chack  (or 
$6,203.26  claarad  tha  riowarwood  account  on  1/35. 

1/34/85  Chack  /  175  for  $3,500  waa  iaauad  to  Jamaa  8.  MeOouqal.  Thla  ehaek  waa 
part  of  a  $4,675.41  dapoalt  to  HcOouqal 'a  account. 

1/38/8S  Chock  /  176  for  $3,500  waa  iaauad  to  Tuckar  Smith  HcOouqal  for  tha  allaqad 
purpoaa  of  covorlnq  tha  txlatlnq  Tuekar  Smith  HcOouqal  ovardraft.  Thla 
ehaek  waa  allaqadly  alqnad  by  Suaan  MeOouqal 

1/38/85  Chack  f  177  for  $1,000  waa  iaauad  to  Whltawatar  Oavalopmant  aa  a  'loan*  to 
covor  Whltawatar' a  axiatinq  ovardraft.  Thla  ehaek  waa  allaqadly  alqnad  by 
Suaan  HcOouqal. 

1/29/aS  Chack  /  179  for  $14,000  waa  iaauad  to  Jamma  9.  MeOouqal  aa  a  'paraonal 
loan*.  Thla  chack  waa  alqnad  'Suaan  HcOouqal*,  allaqadly  by  aooaono  othar 
than  Suaan  HcOouqal.  Tha  loan  waa  allaqadly  intandad  to  eovar  a 
$13,181.07  ehaek  writtan  on  HeOouqal'a  account  to  Horthan  Bank;  howavar, 
tha  chack  waa  forea  paid,  and  HeOouqal'a  account  waa  ovardrawn. 

3/12/85  Chack  f  183  for  $1,500  waa  iaauad  to  Graae  Southarn  Land  Company, 
daalqnaead  aa  a  'loan.*  Tha  aama  day,  chack  f  184  for  $500  waa  iaauad  to 
MeOouqal  6  Aaaoelataa,  alao  daalqnatad  aa  a  'loan.  Thla  ehaek  waa  alqnad 
*Suaan  HcOouqal*.  allaqadly  by  Llaa  Anapauqh.  HOOSI 
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4/1/8S  Ch«ck 


4/3/BS  Check  /  139  tor  ;$J,0S3.4l  w«*  iiiuad  to  ririt  Comrnarel*!  B*nk  to  'payoff 
cominareial  loan*.  Tund*  (or  triLa  enaek  war*  d*ct.v*d  Itott  •  SIJS.OOC 
dapoiLt  to  riouarwood'i  lecoune  tha  tuna  day. 

4/3/eS  A  dapoait  of  S13S,000  waa  cradltad  to  tha  Flowarwood  tceount  (roa  a 
Caatiiara  Check  drawn  on  tha  SCaphana  Security  Sank  at  Stephana,  Arkaniti. 
Funda  froo  thla  dapoatt  were  remitted  (roa  Flowarwood  to: 

•  Madiion  Guaranty  for  S3, 000,  check  f  192  (further  reaearen  Into  Ctc 
poaaibllity  that  thi*  waa  a  caapaiqn  contribution  haa  pravioudy 
been  •uqqaated) 

•  rucker  Smith  McOouqai  for  $9,189.69,  cheek  t  193,  allegedly  to  csTtr 
an  exiatinq  overdraft. 

<  Whitewater  Oevaiopment  for  S24,4S$.10.  check  t  194,  allegedly  te 
covar  tne  overdraft  cauied  by  Whitewater'*  check  for  S2S,000  :c 
Otarka  Realty.  , 

•  Flrat  Comnercial  Bank  for  $S3,0S3.41,  check  /  189,  allegedly  for  a 
HcOougal  related  loan  payoff. 

•  International  Paper  Realty  for  $11,763.11.  cheek  /  188,  for  a  lean 

payment 

•  Madiion  Guaranty  Savinqa  and  Loan  for  S86.612.68,  cheek  t  '.It, 
allegedly  to  pay  off  a  HcOouqal  related  loan.  Thii  check  overdraw 
tha  account  by  $<S0,994.  ia>,  wnich  waa  ■ub«a<;[uently  covered  by  Jaaaa 
B.  HcOouqal 'a  check  for  SSS.OOO,.  wnich  overdrew  McOouqai't  aeeeunt 
by  $<28,077.a> 

4/4/8S  Check  /  192  for  $3,000  waa  iaaued  to  Hadiaoa  Guaranty  Saving;  there  waa  no 
apecific  purpose  atated  on  tha  check.  Ae  previoualy  noted  in  thii 
referral,  itiwaa  reeomniended  that  further  reaaarch  be  conducted  into  the 
diapoeition  of  theaa  funda  to  deteraina  tha  possibility  that  thia  waa  an 
additional  campaign  contribution,  given  the  tise  fraae  Involved. 

4/9/8S  Check  t  193  foe  $9,189.69  waa  laaueil  to  Tucker  Saith  McOougal,  allegedly 
for  tha  purpose  of  covering  tha  exiating  overdraft  In  the  Tucker  Saxth 
McOougal  aceoune,  aa  well  aa  covering  the  yet  outstanding  Tucker  Soith 
KcOougal  cheek  *    169  for  $$,664.73  to  Citixen'a  Sank. 

4/9/89S  Check  t  194  for  $24.4SS.90  wae  iaaued  to  Whitewater  Development,  allegedly 
to  cover  Whitewater's  overdraft,  aa  previoualy  noted.  Thia  cheek  «aa 
algned  *Ja<see  8.  McOougal*,  allegedly  by  Liaa  \napaugn. 

4/17/8S  Check  #  196  for  $86,612.68  wae  Issued  to  Madison  Guaranty  Savings  6  Loan 
for  'principal  and  interest'  on  McOougal  related  loan  *  1S91.  This  e.tack 
overdrew  the  Flowerwood  aecoune  by  S<S0,994.18>  when  it  waa  force  paid. 
Funda  to  allegedly  cover  thia  overdraft  were  provided  by  check  /  699  for 
$83,000  froo  Jaaee  8.  McOougal' a  aceoune.  Aa  noted  in  prior  transaetion 
analyses,  the  SSS.OOO  check  fron  Mcdougal  overdrew  nil  account  ay 
$<28.077.82>.  Thla  tranaaction  providee  a  blatant  exasple  of  the  check 
kiting  alleged  in  tha  suonary  of  tha  referral. 

KOOSB 
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4/1/8S  Chaek  t  IBS  fee  S11,7«3.I1  »••  Lasuad  Co  tntarnatlenal  ?«p«r  Raalty 
Corporaelon  •■  <  prlnelpcl.  and  Incaraac  paynant  on  a  noca.  Tha  enaek  «aa 
•iqnad  'Suaan  HcOeuqai*.  allaqadly  By  aooaona  othar  thao  5uaan  MeOouqal. 
Thara  waa  a  balanca  at  S1,SS0.9I  in  tha  account  tha  data  eha  ehack  »t« 
wrlttan>  howavar,  a  SIJS.OOO  dapoai.t  waa  racalvad  and  ecadltad  prior  ce 
thia  chaek  claarinq. 

4/3/8S  Chaek  /  189  for  $S3,0S].41  waa  laauad  to  FLrit  Connarclal  Sank  to  -pay  off 
comnarelal  loan*.  Funda  for  thLa  chaek  w«ra  dorlvad  froa  a  SIJS.OOC 
dapoalt  to  riowarwood'a  account  tha  aaaa  day. 

4/3/85  A  dapoait  of  $135,000  waa  eradltad  to  tha  riowarwood  account  froa  « 
Caahlara  Chaek  drawn  on  tha  Staphana  Saeurity  Sank  of  Staphana,  Arkanaaa. 
runda  from  thla  dapoalt  wara  ranlttad  froa  riowarwood  to: 

•  Madlaon  Guaranty  for  $3,000.  ehack  »  192  (furthar  raaaareh  Into  tha 
poaalblllty  that  thla  waa  a  caispalqn  contribution  haa  pravloualy 
baan  auqgaatod) 

•  Tuckar  Snlth  HcOouqal  for  $9,139.69,  ehack  t  193,  allaqadly  to  covar 
an  a«iatlnq  ovardraft. 

•  whltawacar  Oavalopoiant  for  S24,4SS.90,  ehack  t  194,  ailaqadly  to 
covar  t.'.a  ovardraft  eauaad  by  uhltawatar'a  ehack  for  $35,000  to 
Oxarka  Raalty.  , 

•  rirat  Comnareial  Bank  for  $53,053.41,  chaek  t  189,  allaqadly  for  * 
McOouqal  ralatad  loan  payoff. 

•  Intarnatlonal  Papar  Raalty  for  $11,763.11,  chaek  *  188.  for  a  loan 
paymant 

•  Madlaon  Guaranty  Savlnqa  and  Loan  for  $86,613.68.  chaek  t  196, 
allaqadly  to  pay  off  a  HeOeuqai  ralatad  loan.  7hia  chaek  ovardrtw 
tha  account  by  $<S0,994. 1S>,  which  waa  aubaaquantly  covarad  by  Jaaaa 
B.  HcOouqal'a  chaek  for  $55,000.  which  ovardraw  McOouqai'a  account 

'  ■  by  $<2S,077.8> 

4/4/8S  Chaek  t  192  for  $3,000  waa  laauad  to  Madlaon  Guaranty  Savinq;  thara  waa  no 
apaeifie  purpoaa  atatad  on  tha  chaek.  Aa  pravLoualy  notad  in  thia 
rafarral.  itiwaa  raeoimandad  that  furthar  raaaaren  ba  eonductad  into  tha 
dlapoaition  of  thaaa  funda  to  datarmina  tha  poaaibility  that  thia  waa  an 
additional  campaiqn  contribution,  qivan  tha  tioa  fraaa  Invoivad. 

4/9/8S  Chaek  t  193  for  $9,189.69  waa  laauad  to  Tuckar  Snith  HeOouqal.  allaqadly 
for  tha  purpoaa  of  covarinq  tha  aaiatinq  ovar,draft  In  tha  Tuckar  Saith 
McOouqal  account,  aa  wall  aa  covarinq  tha  yat  outatandinq  Tuckar  Saxth 
HcOouqal  chaek  t    169  for  $5,664.73  to  Cltizan'a  Bank. 

4/9/895  Chaek  *  194  for  $24,455.90  waa  laauad  to  Whitawatar  Oavalopnant.  allaqadly 
to  covar  Whitawatar' a  ovardraft,  aa  pravloualy  notad.  Thia  chaek  »aa 
alqnad  'Jaoaa  S.  HeOouqal*.  allaqadly  by  Llaa  Anapauqh. 

4/17/85  Chaek  t  196  for  $86,612.68  waa  laauad  to  Madlaon  Guaranty  Savinqa  G  Loan 
for  'principal  and  intaraat*  on  McOouqal  ralatad  loan  t  1591.  Thia  chaek 
ovardraw  tha  riowarwood  account  by  $<S0.994.1S>  whan  it  waa  forea  paid. 
runda  to  allaqadly  covar  thia  ovardraft  wara  providad  by  ehack  $  699  for 
$55,000  from  Jaraaa  8.  HcOouqal'a  account.  Aa  notad  in  prior  tranaaction 
analyaaa.  tha  $55,000  ehack  from  Hedouqal  ovardraw  hia  aeeeunt  by 
S<38.077.a2>.  Thla  tranaaction  providaa  a  blatant  axaapla  of  tha  ehack 
kltinq  allaqad  In  tha  auonary  of  tha  rafarral. 

Hoass 
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S/16/as  Check  f  204  for  S190  was  lnuad  ee  Juamm  a.  NeOouqaX  ta  «  'lean.*  rnii 
chack  waa  part  of  a  dapoaLt  frota  tha  eomftlnad  accounea  totalllnq  S8,J70, 
wnieh  wane  Inco  HcOouqal'a  account  ac  a  eloa  whan  It  waa  ovardrtwn 
S<26,052.20> 

Of  eha  c=mJ9Lna<l  compantaa  accounea,  Flowarvood  Fama,  Inc.,  Whltawatar  Oavalopaanc 
CorporaCLOn.  Inc.,  and  Tuckar  Smieh  McOouqal,  In  conjunction  with  tfta  partonai  account 
of  Jainaa  3.  and  Suaan  H.  McOouqal,  uara  tha  moat  activa  and  aqragLoua  concributori  to 
eha  allagad  ovardraft  and  ehack  kiting  actlvLtiaa.  Althouqn  tna  othar  antltla*. 
(Rolllnq  Manor,  Inc..  Pamecook  Manor,  Inc.,  Craat  Southarn  Land  Company,  HeOouqal  i 
Aaaociataa,  ate.)  contrLbutad  a  aLqnificant  ahara  of  tha  'confilnad  ecrepaniaa*  dapoiiti 
and  'loana*  batwaan  tha  various  accounta,  tha  apacifies  ratjardinq  thair  aetivitiaa  tiava 
baan  oRiLttad  for  tha  purpoiaa  of  bravity.  Individual  tranaaction  information  for  tha 
*eo<nAinad  companiaa*  accounta  during  tha  12/34  -  $/8S  tima  fraaa  can  ba  found  in  tha 
attacnad  dataoaaa  raport.  which  outlinaa  tha  dataa,  tranaaction  typaa,  enack  numeara, 
payaa,  payor  and  daposit  r8cipi.anta.  Thia  dataoaaa  haa  Baan  individually  lortad  by. 
data,  dollar  amount,  payaa.  payor  and  dapoait  cacipiant  in  ordar  to  facilitata  ongoinq 
reaearch  and  furthar  invaat iqativa  activitiaa. 

•  Explain  who  benafittad,  fi.nancially  or  otharwisa,  from  tha  tranaacti.an,  now  much,  and 
how. 

Thosa  who  alleqadly  atood  to  gai.n  tha  moat  banafit  from  thaaa  numaroua  and  quaationaAla 
intar-aceount  transact iona .  wara  tha  principala  of  tha  comeinad  antitiaa;  ^anaa  and 
Suaan  McOouqal,  Lisa  Anapauqh  (who  la  a  principal  in  Daaiqnar  Construction  and 
allegedly  Madison  Marketing,  aa  wall  aa  an  alleged  buaineaa  associate  of  Jiia  Suy 
Tucker),  Bill  and  Hillary  Rodham  Clinton.  Jim  Cuy  Tucker,  Steve  Smith,  and  any  other 
principala  aa  yet  unidentified.  The  overdrafts  and  'loan'  tranaaetlsna,  or  alleged 
check  'swapping*  and  kiting,  Datween  the  combined  companiaa  accounta  snsursd  that  loan 
payiTtanta  and  other  corporate  obligations  ware  met,  thua  clearly  benefitting  the 
principals  of  each  entity. 

In  addition,  tha  McOougal'a  atood  to  gain  extensive  financial  benefit  by  utilixing 
theae  varioua  ahell  companiaa  aa  a  vehicle  through  which  to  Channel  funda  from  Madlaon 
Guaranty,  through  Madlaon  Financial  and  it's  auBsldiaries,  into  tha  parsonal  account 
'    of  Jamea  and  Suaan  McOougal. 

•  Furniah  any  explanation  of  the  transaction  provided  by  the  suspect  and  indicate  to    whom 
and  when  it  waa  given.        ii 

To  data,  no  explanation  haa  been  given  by  any  auapect. 

•  Furnish  any  explanation  of  tha  tranaaction  provided  by  any  other  person. 

/ 
He   explanations  of  theae  transactions  have  been  provided  by  anyone  other  than  the 
tnveatigator  at  this  time. 

•  Furnish  any  evidence  of  coverup  by  the  auapect,  or  evidence  of  an  attempt  to  deceive 
federal  or  stats  exaainera  or  others; 

Thia  entire  aeries  of  t>-ansactions  by  and  between  the  com&ined  companies  and  their 
accounta  la  being  alleged  aa  an  effort  by  the  McOougal'a  to  'imokescrsen*  the  flow  of 
funds  from  Madiaon  Guaranty  and  it's  subsidlarlee.  Into  the  various  eneitiea  owned  and 
operated  by  the  McOougal'a  and  their  business  aaeoe.atee. 

•  Indicate  where  the  auapected  violation  took  place  (e.g.,  main  office,  branch,  athar). 

Theae  violations  collectively  took  place  at  the  Madlaon  Guaranty  Sav'19^^  and  Loan 
office  at  16eh  and  Main  in  Little  Rock.  Arkanaaa. 
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CMMiSAL  Rfmuui.  can 
Afcuyr  11.  iwi 
PAce  It 


•  Racemnsnd  *ny  further  Invaatlqctlon  ehac  alqht  aaalsc  l4w  anfercaavnc  Ln  fully 
■  ■xaiBinlnq  eh«  pocanelal  violation. 

Individual  racomnandaclona  hava  baan  noead  within  tha  trinaactlonal  tnalyaaa  throuqhouc 
tha  Body  of  tha  cafarral.  Howavar.  U  ihould  ba  caltaratad  that  eartaln  individuals 
on  tha  witnaaa  Hat  ahould  ba  astaailTaly  Intarvlawad  with  raqard  to  chair  knowLadqa 
of  tha  actlvltlaa  batwaan  tha  eonjslnad  eonpanlaa  and  thalc  aceounta. 

7e.    Indleata  wliathar  tha  auapaetad  violation  appaara  to  ba  an  laolatad  Ineldant  or  whathac 
It  ralacaa  to  othar  tranaactlona.   (txplalni 

Her  thla  violation  waa  not  laolatad.  but  rathar  onqolnq  ovar  a  parlod  of  thraa  or  acra 
yaara,  poaalbly  maklnq  a  alqnlfleant  contribution  to  tha  fallura  of  tha  Inatleution. 

8.     eXCLUStON  or  INrORXATION  FROM  TKZ  RTrCRJUai 

Haa  any  partlnant  Infomatlon  bmmn   axeludad  from  thla  cafarral  aa  a  raaule  of  any  laqal 

or  othar  raatralnt? 

Taa     X    Mo   If  ao,  why? 


Havo  tha  axeludad  Information  or  doeumanta  baan  aaqraqatad  for  latar  ratri.aval7 
raa      X   No 

HOTS:  DUt  70  TSZ  imj(.  OP  TSC  EXBIBITS,  TSEY  WIU.  BE  SBIPPEO  TO  TBB  U.S.  ATTORNZT-S 
OPriCE  UNDEX  SCPMUTE  COVER. 

HAS  SUSPCCICD  INOIVIOUM.(S)  HADE  AMY  ASMISSI0NS7 

Yaa     X     So    If  ao,  who? 

WITNESSES  1 

Llat  any  witnaaaaa  who  night  hava  Information  about  tha  auapactad  violation  and 
daaeriba  thalr  poaitlon  or  anploymant.  Indleata  If  thay  hava  baan  lntarvt,awad.  (Uaa 
continuation  ahaat,  if  naeaaaary.) 


— 

>(AME 

posmoN 

ADDRESS 
(OTY/STATE/ZIT) 

TCLEPRONE 
NUMBEX 

IKTERVTCWED    i 

YES 

.NO       i 
X 

Bill  Qiniea 

CoMmof/AK  >aa  N4cOo«pl 

buuacH  4aoiui« 

Uiila  Rack.  AtUmm 

UnkiKH,* 

1 

Hitttty  Aodlun  Oiaioa 

CowoHl/MCSL  >a«  McOeupi 
biMiaiM  •aorxia 

Liiitt  Rttk,  Aituui 

Uakiion 

X 

i. 

rim  Gyf  Tticka 

Ll  Gomaoc/AX  tad  McOovpl 

Uiil*  Rac*.  ArtJJiMa 

Uakaon 

X 

«.       SicpiM*  A.  Sunk 

McOowpi  ftiMiiiiM  taenita 

Uula  Rock.  AftaMM 

Uakae>a 

X 

S.        ;.  W  PulbniM 

McOoapl  bxiacs  taecuM 

Linto  Roc*.  Aiksiua* 

UakBiw* 

X 

t 

Cri  Y««| 

Pentc  MCSL  Oad  Bsiacul 
Offior 

UultRsck.  Artaaua 

UaJuox 

X 

In  addition  to  tha  foraqelnq  witnaaaaa.  It  la  alao  raeoonandad  that  tha  fellowinq 
Individual*  ba  Intarviawad  with  raapaet  to  thair  knowiadqai 

Klrby  Randolph  -  foraar  racaptlonlat  at  MCSL.  and  raelplant  of  all  nenthly  atataoanta 
on  tha  eooblnad  eonpanlaa  aceounta  In  llau  of  o^lllnqi  alao  tha  wKa  of  R.  0.  Randolph, 
4  McOouqal  bualnaaa  aaaoclata  and  fraquane  dapealtor  to  varloua  eoaBli(oijkcBO*P*"^" 
accounts. 
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vIaBISON  GLAM.sTr  XAVTSCS  *  UJA.* 

cuD^t.SAi.  uFEJUtAi.  ant 

ACCLrr  31.  iwi 

fAGB  l» 

R.  0.  Randolph  -  (ermar  McOouqal  butlnaas  4«iecl.atai  allaqadly  Invelvad  wieh  ■•v«r«i 
e(  tha  eofflSlnad  companla*. 

Bonnla  Ccoenaron  -  eurrantly  afliployad  by  HCSL't  tuceaaaor  aaclty,  Cantral.  8«nk  tna 
Truae.  'ortnarly  Invelvad  in  admLnlacration  4t  eha  AaioeL«elon>  allaqadly  knowiadqatel* 
raqtrdLnq  cna  inatlCucLona  Oam^nd  OapoiLt  Accounea  4nd  (hale  heldara. 

Charlaa  t.  Junaa  -  teeouncinc  for  tha  eon&inad  eonpaniaa.  and  raqlaeacad  aqant  Cor 
Whlcawacar  Cavalopmane  CorporacLon. 

11.    OISCOVtRlf  Mm    RZPORTINC; 

a.  Who  dlicovarad  tha  tuapaeead  violation  and  whan? 
Invaaetijator;  In  Hay  199J 

b.  Has  eha  luapaecad  vtolacLon  baan  rapocead  to  eha  Board  of  OLraecora? 
^___   Yea    ___  "o    Mo«  Applleaola 

ay  whom  and  whan?       Not  Applieabla 

e.    Hat  eha  Board  o(  Otraeeora  eakan  aeclenT 
^___   Yaa    Ho  Not  Applieabla 

If  10.  what  and  whan?   Moe  Applieabla  < 

d.  Hat  eha  auapacead  violaelon  praviouily  baan  raportad  eo  fadaral  or  local  law 
anforcamanc  or  eo  any  fadaral  or  icaea  auparviaory  aqaney7 

Yaa     X  «o 

It   raa,  Aqancy; 

Aqane: 

Addrtati  (City/Staca) 

Talaphona  Numfiar; 

12.    LOSS  I 

a.  Anount  of  Loaa  knowni   $  Undaeaminad  ac  thia  eima 

b.  RateUueion  oyi  Mot  Applieabla 
In  eha  anount  of:   S  Not  Applleaola 

e.  Naoa  of  Applicable ,^uraty  Bond  Conpanyi 
d.     AAOune  of  Bondi   S 

a.     Amount  of  daductiblat  S 

t.  waa  elain  fllad?   raa    Mo 

q,  Sattlaaant  by  Surety  Companyi   S 

h.    Total  raatitution  and  aattlement  eo  datei   S    Not  Applicable 

i.     Net  Loaai   (After  iuotractinq  any  amounta  paid  In  eha  fora  of  raatLtution  or 

•attlaaant)  S 
j.    la  additional  loaa  tuapactad?    x  Tee   ^^__  Mo 

(If  ymm,    explain) 

Tha  nature  of  the  eranaactlona  Identified  In  ehla  referral  could  lead  eo 
additional  loaaaa  under  further  Invaatiqation. 

Ic.     Haa  eha  luapactad  violation  had  a  material  Impact  on,  or  otharwlia  affected,  eha 
financial  aoundneaa  of  tha  Inatitution?   If  lo,  plaaae  explain. 

Yaai  eha  actlvitiea  identified  and  alleqad  within  thia  referral  could  have 
contributed  to  tha  failure  of  tha  Inatltutlon. 

HOOSC 

ooosaa 
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fAce  14 


orrzx  OP  assxstamcei 


Tha  Individual*  llacad  balow  tc«/wiix  b«  authorlzad  to  dltcuia  et\la  rsfarral  wicA 
apprsprlaca  law  antorcamane  offlclala  and  to  aaalat  In  locaclnq  or  axplalnlnq  any 
doeumanca  parelnant  co  thla  rafarral.  pre*idad  that  coatact  la  (Irit  sada  witbi 


NXKS 

TZLXPHONE  .lUWBtR 

Laa  0.  Auaan/Oaoact.-nant  Head/  Criminal  Invaaelqatlona/KCCO 

(816)  531-2212 

L.  Richard  lorlo/riald  Invaatlqatlona  Otflcar/KCCO 

(816)  531-2212 

roRj<  PR£?wu:o  sr: 

PoaLClon: 

Aqancy/ Inatltut  LOni 

Talapnona  NumCar: 

Data: 


Laura   Jaan   Lawia 
Criminal    Invaatiqacor 
RaaolutLon   Truic   Corporation 
(816)    968-7J37 
Auquat    31,     1992 


IS.         AUTHORIZATION    FOR   TSAWSMITTALs 


<^lli\<^A 


La«a*ti.q»C9 


\M. 


L^ 


CrUnLmt^nvaatlgatlsra    Oapartraant    Haad 


Data 

?-/-92. 


Flald  Invaatigationa  Offlcar 


736-TCO/yal 
Rxvucd  10/08/11 
Chmnf.acv 
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iVvw  Maia  itrect.  P.O.  Sox  -iiJfTO 


Tic  Honorable  Guirles  A.  B 

United  Sutcj  Anoracy 

Eastem  Disaia  af  Arlcaasas 

U.5.  Po«  Office/and  Caiins  Building 

600  W.  Caoi»L/ Room' 331 

P.O.  Box  1229  (        / 

Little  Rcdc  Artaasas   72203    . . 


SEP 

\       \ 


Re:      j#f7236  Madisoa  Guaranty  Saving  &  Loan  1 

Licle  Rock.  Arkansas  -  In  Recetverjiiio  (11/29/90) 
r?tr>fTN/*J-  RETgRJlAL  NTJVCSER  COOQa  /       ' 

Dear  Sir:  \      \ 

\     \ 
Cirtain  nacten  havu  come  to  our  anendoa  whica  may  coosatute  cr.sinaJ  oSenses  under  Federal 
law.    Eaciosed  is  a  reoor^ot■  aa  .Aipparent  Crjnicai  Irregular-ry.  ^^ 


\     \ 


Inrorrsation in  this  refeni may, nave  beta  dcnvcd  torn  '^"•'"'~''i  "'7:^rr'"''^     '•'■■ -'-.H^^ny 

i-sured  financial  iasnnicoasXrhereby  certify  tiiat  (A)  tbere  a  reason  to  believe  tlat  these  recoros 
may  be  relevant  to  a  vioiaooa  ot  Federal  cnmuiai  Law,  and  (B)  tl:e  records  were  oocajr.ed  a.  tie 
exercse  of  tie  RTCs  jupernsory  or  regulatory  func^ons. 

Due  to  tie  sneasive  aarure  of  the  exhibits  relating  to  tliis  referral,  they  are  being  sent  to  your 
ocSce  under  separate  cover. 

Please  direr,  any  Lnquincs  to  tie  Invesdgator  identiaed  on  tie  referral  forsijDr  to  Lee  O.  AiLseti. 
Deparment  Kead/Criminal  Invesugauoos,  Kansas  Ciiy  Consolidated  Ofice; ' 


Sincereiy, 


\\ 


■I^^L^S^*^ 


L  Ricnard  lono 


;oc20c 


0QQ51Q 


782 


i~':z:~c:  tit  Arkunst. 


Ms.  L.  Jean  Lewis 
Criminal  Investdgator 
Resolution  Trust  Corporation 
4900  Main/  Street,  Suite  200 
Kansas  Ciity,  MO  64112 


Re I   /7236  Madison  Guaranty 

Criminal  Referral  Number 


Dear  Ms.  Lewis': 

\   \ 

I  am  writing  at  the  request  of  the  Office  of  Legal/ Counsel, 
Executive  Office  for  U.S.  Attorneys  of  the  U.S.  Department  of 
Justice  to  letXyon  know  the  status  of  this  referral. 


AS  you  xnow,  rnis  reterrai  was  reviewea  oy  the  crj 
Division  of  tne  0>^S.  Department  of  Justice  at>ile  request  c 
previous  Unite^  States  Attorney  for  the  rEastern  Distrij 


As  you  ^now,  this  referral  was  reviewed  by^  the  Ci^iminal 

the 

-ict  of 

Arkansas.  The  matter  was  concluded  before  I '-beijan  wutkxng  in  this 
office,  and  I  was  unaware  that  you  had  not  been  told  until  I  was 
contacted  by  the  Office  of  Legal  Counsel.  After  receiving  the  call 
from  Legal  Counsel  I  reviewed  the  referral,  and  I  concur  with  the 
opinion  of  the  Department  attorneys  that  there  is  insufficient 
information  in  the  referral  to  sustain  many  of  the  allegations  made 
by  the  investigators  or  to  warrant  the  initiation  of  a  criminal 
investigation. 

Although  I  am  declining  to  take  further  substantive  action  on 
this  referral,  my  decision  does  not  foreclose  future\prosecutions 
about  the  patters  covered  by  the  referral  or  related  matters  in  the 
event  that  W  office  and  the  FBI  are  given  access  ta  Records  or 
informatidn\indicating  that  prosecutable  cases  can  bejman^e. 


Sincerely, 

-ri'^'.i/..>  L.\- .  \  < 


■V 


Ct.CiJLi'  v'- 


z 


PAULA  J.  CASEY 

United  States  Attorney 


cc:   Debrai-Westbrook 

Office  of  Lecal  Counsel 
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:  ror. 


A-::<33(LMC<r:CRT) 
Ark.  JJrgenc  B^c. 


Mac   Dotson.^rsc  AUSA   :    t^rr.r.k, 

say    thac    he'd   been    sitting   on    the 
wondered    if   he  ^should   let   us. 
us     the      infor;naticn 
invest  igat  iory' vas    needed 
anvthinc.      LSM 
/ 


cal. 


d  my  fcl'<sN;r.  the  otn  -o 
-ai-  for  s  i\  weeks  and 
He  was  asiced  to  fax 

ht  someX  further 
want  us  to  do 


\ 


V 
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OEPARTMgm-QE— JUSTICE 
ARIAT    HZSTOR 


TA    SHEET 


From:       MCWHORTER, /tAURENCE    S 

To:     AG.,  DAGj/ASG 

Data  Received:  /  10-07-92 

Subject  &  Oat 

10-07-92  "SENSITIVE*  >(EMO  ATTACHING  A  COPY  OF  A  RB^ERRAL 

RECEIVED  BY /THE  U. ^ ATTORNEY ' S  OFFICE  FOR  THE  EASTERN 

DISTRICT  OF/ARKANSAS  FROM  THE  RESOLUTION  TRUST  CORPORXTION 

CONCERNING  /APPARENT  CRIMINAL  ACTIVITIES  INVOLVING  A 

SAVINGS  AND  LOAN  ASSOCIATION. 


Referred/  To: 
OAG; 


Date: 
10-07-92 


INTERIM  BY: 

Sig.  Ppr:\   NONE 


(1) 
(2) 
(3) 
(4) 


Remarks 

CC  INDICATED  POR'^CRM,  OPC. 
INFO  CC:  ODAG  (^P^AELSON). 
(1)  FOR  INFORMATTOtTv 

LIMITED  DISTRIBUTION. 

(SEE  EXEC.  SEC.  92102115319.) 


NONE 
X92100714754 


SPEC: 

PRTY: 
IS 

OPR: 
EHZ 


Other  Remarks: 


w 


FILE:  REPORTS/DOJ  URGENT-SENSITIVE 


REMOVE  THIS  /CONTROL  SHEET  PRIOR  TO  FILING  AND  DISPOSE  OF  APPROPRIATELY 


u 


0  11458 


TRANSMIT  VIA; 
31    Telfiyp* 

I ;    Faciirnilf 

G    AIRTEL 


/■ 
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/  -r^ 


PRECEDE.NCE. 
'j_    Immtdiaic 
CI    Priority 
r~    Kouiiat 


ry.  -31  irmz,  rcck  cs-oj 


CLASS  fK^CATIOv 
G    TOP  SECRET 
G    SECRET  \ 
C    CONFIDENTUL 
UNCLAS  E  F  TyO 

Otic     rv'/?: 


\ 


I'CLAS 


//3:?3// 

WCC    SICTICS, 


l,*>v:t,   ££a  :<r'.:N  :<i:f: 


-.    \ 
svEJi-T:     iiAr:scN^Cw;j?A.vT.'  SAVINGS  A:<:  i;:a::^ 

?J:    TZICAU    -RCM    SSA    isZ'.'IN    KZ.VCnICX,     "sIHC,    TC    SSA 

STivi:;  3.    Z7.CUS.   l:7TLZ  ?.zzy..   cctcber  s  aj.t  t,    :;  =  :;   tacsim: 

TIvAi'Sr-ilSSICN    —CM   SSA    IPCSS    TC    SSA    iCENCSICX,    CCTC2E:?    6,     19  9: 

a:jo  littlz  rcck  a;:^til  to  fsikq,   august  :6,    199:,    capticniz 
tinanciau  i.vstitjticn  f3au0  kho  fail'jtle  katteks ;   fima-vcial 

■    \ 
INSTITL'TICN    REFORM,     RICCVERY,    MtD    ENFORCEMENT   ACT    OF    l'93S 

( FIR-R£A)  ;  AND'-CI^IMr    CCNT"G1   ACT   CF    ;99C     (C£A)     RESOVRCES .  \ 

\ 


£:2:/sso 

(L) 


A  jprovfd: 


Time   Recfived: 


MRI    JLL:  \N   Oa" 


Ori{inal  rilename- 


rtlprtp   fi!rnam»: 


ISV 


S3cc:l'-.:sl    o 


fo- -00000986 
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■pACi    2    La    {2  9-0/UNCLAS 

/ 

THX   RTSCitrriCN   TS'JST 


ITS    KA.VSAS    CITY,    MIS£CC^^>^  C 


Sv  TO 


/ 
CaiyjINAL   RHxIRRAl 

/ 
F3I,     LITTIZ    ROC»^    CCNCIR.WINC   ACTIVITY    THAT   OCrJRi^£D  ^^T   ."JVaiSCN 

/'  \  \ 

GCA-VuV-Y    SAVIJ/GS   AND    LOA-M    (MGSL)     SZT^EIH    DECr^SER,     ISSA,    AMD 


rric^v: 


'\ 


y-AY,  1985.   RTC  SiyULTA-VICCSlY  FURNISHID  A  CCPY  CF  THZ  SA>2:', 
REFI.nJlAI-  TO  THI  UNITED  STATES  ATTORNEY'S  OFFICE  (USAQ)  ,   '; 
EASTEP-V  DISTRICT  CF  ARKANSAS  (ZDAR)  .   THE  EXHI3ITS  KZTZ^.V.XZZZ 
IN  THE  RiFERRAl  WERZ  PROVIDED  TO  THE  'JSAC,  EDAR,  SY  RTC  A.VD 

HAVE  NOT  BEEN  RE'/IEWED  SY  IITTLZ  RCCX  F=I 

\ 
A'JGUST  26,  159^2,  AIRTEl,  LITTLE  RCCK  AIVI: 

\   \ 
ANTICIPATED  RECEIPT  CF  THE  MGSL  REFEPJ%AL, 


\ 


DETAILS    0! 


CRIMINAL   ACTIVITY    ALLECED    A^iC^EXPECTED 
REFERENCES    TO    31 LL   AND    HILLARY    CLINTON    AND   JA-ES    AND    S'JSAN 
MC    DC'JGAL. 

THZ    FOLLOWIXC  INDIVIDUALS    WZRZ    IDENTIFIED    IN    THE    RZFE? 
AS    PERSONS    SUSPECTED    OF    CRIMINAL   ACTIVITY: 

JAMES    3.    MC  OCUGAL  ^ 

SUSAN    H.    MC   DCUGAL    (WIFE   OF   JAMZS    MC    OCUGAL)        \\ 


LISA    XNSPAUCH 


\ 


FBI-0000098' 
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TH£    FOLICWING    ?EHSCNS^>*c«.    i J L.'« .  * .- t«S>_iY    RTC    AS    BMNC 
/ 

rCSS:3LZ   WITTflSStS    TP^THE    SUSPECTIO    CRIMINAL   ACT: 


SILL   CLINTC 

/ 

HILIARY  ROCHA.M  CLINTON 

Jiy   CUY   TUCXZ:^    (LirJTENANT   CCVIaNCR    -    AJLKA*NSAS: 

STSPHZN   A.     SMITH 

J.     W.     rJL3RI-HT    (FCSvMIR    AJLKANSAS    SENATCS) 
GRZw    YC-NG 

rTRTHE:^    ICENTinir    3Y    RTC    AS    PERSONS    rCSSISLY    HAVING 

■■•        "^  / 

:CiCWlz;Gi   or  VAL-Z   TC    A.VY    IN'vISTIGATICN    CCNCVCTII    WZ?.!,:' 

KIR2Y    RA.VCci:?H 

-■      \   \ 
R.     Z.     RANCCLxH^ 


V. 


BCNNIZ    C.-.CCHZRCN 

CHARLZS    Z.    JAMZS 

RTC    rjRTHZR    ST?>TZS    IN    ITS    RZFZR-RAl   THZ    AMCVNT    CF    LOSS    AS 

A    RESULT   OF   THZ   ACTIVITY    FORMING   THZ    3ASIS    OF    THZ    RZFZRRAl    IS 

-JNTO^OWN"  3ND    "THZ    ACTIVITIZS    IDENTIFIZO   A.NO    ALLZGZO_WITHIN 

THIS    RZFZRilAL  COULD    KAVZ    CONTRIBUTED   TO   THE    FAILURE    Or.THZ 

i    \  \\ 

INSTITUTION  .V'      NONE    OF   THZ    MULTITUDE   OF    T/ZNTS    CESCRISED  WAS 


SPECIFICALLY    IDENTIFIED   AS    RESULTING    IN    A    LOSS    TO    THE 


FBI-OOO0093a 
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'?^CZ    i    L."    (29-0)    W7CLAS 

INSTITVTICN,    ANEJ'tKIIR    CCNTKIECTICN    7C    THI    EVINTJAl   F\;"JTiE   OF 

/ 
MCSL    IS    NCT    lOENTiriED^ 
/  >/^ 

IM    LITTLZ    RCCX    IKVZS7IGA7I0N    CCCJMZNTE:    BY    riL£\290-2^49 

(ClOSrC)  ,    JA^ZS.^C    OOL'GAL,    JIM    HENLZY,     A.VD    DAVID    KENLeX  "ERE 

~      '  ''  \  \ 

INCICTEO    3Y    A  /FECE:iAL   GRA-VD   Jul^Y    IN   THE    EZAR   ON    NCVEMHER\  20,', 

1939,     ON    VARICCS    BA-VK    FRA'JD    CHARGES    REIATZ::    TO    THEIR  \        ' 

i 
ACTIVITIES    AT    MGSL.       JCKN    LATHAM    rlEI    GUILTY    TO    A.W    INrCR."-?lTIO.V 

CHARGING    HIM    WITH    SANK    ,-RA'J2    AT    MGSL   CN    ."EsR-ARY    16,     1990. 

TRIAL    or    THE    THREE    INCICTE2    ZirENCA-VTS    WAS    HEL2    MJ^^Y    29,     i99a, 

THRCCGH    J-JNE    T„     1S5C.       THE    FRESHING   JVICE    MA^E    A    DIRJICTEi:   , 


'•ER2ICT    Cr  "yCT  VJIITY    CN    ALL   COUNTS    CN    MC    ICU^UAC  A:.'0 
\ 

THE    GIST  ELT   THE    CASE   WAS    THAT    MC    ZCUGAL,    ENRICHE2 
HIMSELE    THROUGH    LANT    "FLIrS"    AND    RELATED    REAL    ESTATE 
DEVELOPMENT    ACTIVITTES    FINANCED    3Y    MGSL,    '"'r.ZZy.    HE    EFFETTIVELY 

CONTROLLED. 

IT    IS    NOTED    MC    DCUGAL    IS    DESCRIBED    AS    A    DIAGNOSED   .MANIC 
DEPRESS  I  VErXNO    HIS    PSYCHOLOGICAL   STATE    WAS    FART    OF    HLSv 
DEFENSE.       it:    IS    ALSO    NOTED    UkTHJ^M    ADMITTED    TO    FALSIFYING 


ETERNAL   MCSL-gGCUXZNTS    T 


0    DECEIVE    FEDErJiL    E:CAMINERS-r      IN 
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■rACI    5    LS    (29-Or  UNCLAS 


ACOiriCN.    ANCTHE:^   POTZNT^A*rT?rTNZSS    I0EM?r?5<:53Y    R7C.    BCNKIE 
CacCHi^^CN.    TTSTinSLa^N   ANOTHIH    LITTLZ    RCCX   MArrS^T 

AS    A    RICCRZS    CJSTCCIAN    FCR    A    FINA-VCIAL   INSTITVTICN.  \ 

-  ^'  \  ^ 

1    ALTHCL'CH   SHE    KAO    KO    REASCN   TO    LIE,    SHE    CI3   SC   TO   A    fECERAL     ' 

Crjciz  JURY  ccnce:^.m:sg  ke?  unexplained  alteraticn  of  reccrcs 

REQUESTED   3Y    THE    GRAND   JURY.       SHE    WAS    NCT   CHAJiCED    CCE   TC    THE  ■ 
rERCEPTICN    3Y    THE   ASSISTANT   UNITED    STATES    ATTCRNEY    THAT 
CRCCHERCN    WAS   NCT    IN    rUlL   CCNTRCL   OF    HER    ACTICNS,     rCSSIBLY    DUE 

TC    CENTAL    IR.^£GU1ARITIES. 

/ 
THE    LENXTH-f    ?ZTZ7^J<L   KZTZ?.S    TD    THE   GENERAL  A^.D    SFECIFIC 


AS3CCIATICNS    5ETVEEN    NUMEROUS    INDIVIDUALS    AND 


:r\?; 


^ 


rARTICI?ATICN    CR^^ASSIVE    APPROVAL    IN    i-Mir— -rs'-r-    '-i>:c    i>:" — 

ched:<  kiting,  the  rtc  refer-ral  clearly  indicates  a  strong 
2elief  the  signaturles  on  checxs  and  loan  documents  rertinejri 
tc  the  referral  are  3elieved  tc  be  forged  or  "unauthoriied . - 
it  rj-rtr-zlf.   descri2e3  soke  of  the  companies  listed  on  page  5  as 
shells  wrlcse  only  activity  was  to  serve  as  vehicles  -for  the 
alleged  illegal  activity.  the  analysis  cited  in  the  last  t-c 


\ 


\ 


PAR-AGRj;PHS    Oej'AGS    5    CLEARLY    INDICATES    PROBABLE    CHECJC'  KITING 
ACTIVITY.       WHILE   THE    REFERRAL'S    STATED    SUSPICION    THAT   THE 


\ 


\ 
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rACr    6    LH    (:5-0). -CNCIAS 


AC" 


Sw??CS:TICM  /THAT  aTH5JK?ESSCNS    3ENZ?irTS3    OCE 


:ty  was  tsr  the  BtNEr:?  cr  thz  mc  ccvcals.  thi 
/ 


Y 


X 


SE    FACTJALLY    SUPMRTSO    3Y  THE    CETAILS    THAT    FCLLCW 

KZ7Z?3Js.L.       IN   XCOITICN   TC  THE   ALLEGED   CKECX   KITI.VG,    THE         \ 

/  \         \ 

MC   CCUCALS    ARE   XLLZZZD   TO  H-AVE    OI'/E^ITES   THE    PRCCEE2S    OF  VTHEIR 


MCSL   HCM2    PURCHASE   ANO    IMPRCVEME.VT    LCA-V.       AS    CHARGED    IN   THE 
TSIAl   cr    MC    CCCGAL   A.'^D    ALLE-ED    SY    THE    ACTIVITY    IM    THE 
RErE."J%AL„    MC   DCCGAL   WAS    LIVING    FAR    2EYCND    HIS    LEGITIMATE    MEA^.'S 
A.M    ZiiCXZZZ    IM    FI.VA.VCIAL    IMPr.CPSIETIES    AT    MG3L   A.VD    OTHER' 
CCMP.^VIES    IS    a?.DER   TC    rJKTHER    ENRICH    HIMSELF    A-ND    AVOID/ 


:n. 


\ 
THE    RTFErJViL^vALSO    NOTES    (PAGE 


THE    MCS^r  BOARD    0 


-DIP.ECTCP.S  WAS  AWARE  OF  THE  TOTAL  MCSL  CVISDP-nFT  SITUATION  AS 
REFLECTED  IN  ITS  CCTOHE.",  1535,  MIN"w'TES  A.VD  VOTED  TO  CALL  IT 
"A.N    INVESTMENT    IN   5ERVICE    CCRPORATICS.  " 

THZ   ACTIVITIES    OF   MC   DCCGAL  AS    THE:    iiki    HAVE    :>r/OLVED 
BILL  CR   HILLARY    CLINTON    ARE   RELATED   TO    WHITrWATER    Or/ELOPMINT 
CORPCRATICN,     INC.    (WWO)  .      JAMES    A.NC    SUSAN   MC    DCUGAL  "WO    BILL 
AND    HILLAR'i    CLINTON    WERE    THE    PARTNERS    IN   WWO.       PAGE    7,\ 
IRAPHJ   4.    JLSw   PAJg    8,     PAJAGSAPHS    2    AI^S    :,     SlSgVSS    THE, 


:ARAGRA] 
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•?AGi    7    LR    (29-Or  UNCIAS 

CKICK-K:TINC   ACTIVITY    I.VvC^ 

/ 
ClINTCNS    Aiil    NCT  MZ;«^ICNZ 


T.Hi 


XNY    CHECKS, 


rTra?\( 


AND,    IN    FACT,    IVIS   ALLZGiD    IN  THE   REFSRSAL  THE   S:C^«^T•JRE^CF 
JAMES    -C    DCCCAL   »AS    FCRGEO    OR   SIGNES    3V   ANSrACGH,    OR    PaSSISLY 
SUSAN    MC    DCITCAL.      AS    STATE3    IN   THE    LAST  TnQ   SENTENCES    OF  THE 
REFERRAL.,     "ALTHCCGH    CIRCJMSTANCES    ?CINT   TO   THE    ?RCBA3:i:TY 
THAT    SCME    CR    All  CF    HIS    SUSINESS    PARTNERS    WE3E    AWARE    CF   THE 
ACTIVITY    TA:<INC    t'^ZZ    WITHIN   THE   WHITr^ATER    rARTNSRSHI?   ANC 
CCRRCRATE    CHECKING    ACCCUNTS ,    THERE    IS    INSUFFICIENT    E*/i:iNCr   AT 
THIS    TIME   TC    RRCVT   THAT   THEY    HJ^Z    KNCWl. 


CCNTAINE2    AT   THE  EN 


■^BUSINESS    partners'"    REFER»E3    TC    ARE    Sill.   ANC    HIIIARY    ClINTCN. 
IT    IS    THE   CrINICN  CF    LITTIE    RCCK    F3I    AND   THE    CNITE2    STATES 
ATTCRNEY   A.NO    FIRST  "ASSISTANT,    EIAR,    THAT  THERE    IS    INCEE2 
INSUFFICIENT    EVIZENCE    TC    SUGGEST   THE   ClINTCNS    HAD    KNCWLEIGE    CF 
THE    CHECX-KITING   ACTIVITY    CCNCCCTE3    3Y    MC    CCUGAl   CR_ANS?AUGH. 


r-  ^  \ 

THE    EARLIZR   MENTION   OF    A    CAMPAIGN   CCNTRI3UTICN   TO    THE 


\ 


\ 


GUBERNATCRIAl   CAMPAIGN    ALSO    ORF.*   NO    NEXUS    SUGGESTING    KNCWLEICE 


OR    I.WOL*/EME.NT    BY  THE    ClINTCNS.       AGAIN.    ON    PAGE    9. 
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'PACi    3    LS    {ZS'C)    irttZlJiS 


?A.=AG?A?H    4,/Cr    THE    RZIlXsCCSl,    RTC   AZVISSST^Z^X    IS    NOT 
SUmcriKT    EVICENCrAT   THE    PRESENT    TIME   TO    PROVE    iOiOWLZrdE    3V 


:>c\ 


PERSONS  LZSTE3  ,AS   WITNESSES  IS  THE  RE~ER.'%AL.   LITTLE  llOCX 

.   /  \    \ 

NOTES  S0/0WLE2CE  BY,  OR  ASSISTANCE  mCM,  THE  LISTED  WITNESSES 

IS  SOT  CNL'i  NOT  INCICATE2,  IT  WAS  NOT  NECESSAi^Y  FOR 

MC  CC'JGAL/ANSrAlTGH  TO  ACVISE  OR  INCL'-TE  THE  WITNESSES  IN  THE 

SCHE.ME. 

SECrNNISG    CN    FACE    11    C"   THE    RE~E?-~J»L,    SFiCITIC 

T~JuNS ACTIONS    CCNCE.--MING    W-C    A-^I    ZESC.-.Iri:    TC    THE    EXTENT'  THE 

/' 
NATV"!    WAS    2:SCE?,NI2LE    T'Zy.   MGSL    ?.ZZZ-?.ZS    2Y    THE    RTC^/ AT   THE 

2CTTCM    Z:    PAGE    11^    THE    RE-ER.~J>kL   yiAiCES    RE'ERE.'JC^,'^  A    "NOTE"' 

THE    ALLZGATICNsNlArE    IN    NEWSPAPER    A.-TIGLES    r^Sr'-M'Mf;    — -= 

pL1!.C:'J<SZ    ANC    SALE    CF    A    HCwSE    3Y    W-iC    CN    sEI-IALF    CF    HILIA-^Y 

CLINTCN.       THE    RE"I?-~-AL   RECCC.ENCS    A    CZ'JT.SZ   CF   ACTION    SY    THE 

GCVEP-'OtENT,     I.E.,    THE    REVIEW   OF   THE    RECCR2S    CF   C2A.^<S    REALTY 

AN3    WVC    TC    SETER>.INE    I"    V^Z    CHZZA   S-JHEER    13  7,    HARCH    22,     193  5, 

WAS    IN^/CL^EO    IN    THE    TRANSACTION.       IT    IS    NOTES    3Y    LITTLE    RCCX 

THE    CHECX    IN    QUESTION    WAS    ALLEGEDLY    SIGNED    BY    ANSPAUCH    IN    THE 

I    \ 
NA-.E   CF  JAMSa^a.    MC    DCUGAL.       THE    AUTHOR   CF   THE    REFE3RAL\ 

:  \ 

IDENTIFIES    ANSPAL'CH    AS    THE    PROEAELE    SIGNER    EASED    ON    HER   CWN 

\ 


FBi-ococasg: 
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/ 


-FACE  s   1.T   (:?-ar)   cnclas  \ 

c?:n:cn  sasi3  cn  cthzr  n&s^rT^iTisc  sx*?i£5..     x  depcsic  rcR 

S:0,000    LISTED    A5  Jt:iMG    PROCESSED   APRIL    30,     198^X^0    wwa  CA-'^Z 


\5  at: 


FRCM  y-Ar:scN  fi-ma-vciai  and  appea.r5  to  rei-ati  to  irrCETS  TO 

/  \     \ 

COVER    ?REV:CL'^    CVERDRArrS    IH   THE   WVD   ACCOUNT.       AT   THE    BCTTOM 
OF    PAGE    13    CF    THE    RZFERRAL,     KIRSY    RANDOLPH    IS    IDENTIFIED    AS!  A 
F0R>;ER    RECEPTIONIST    AT    MCSL   WHO    RZCEIVTD    ALL   MONTHLY 
STATE.MENTS    CF    ALL    COMr.\NIES,    WHICH    IS    L'NDERSTCCD    SY    LITTLE 
KCC:<    TO    INCL-DE    V.VC .       TH.\T    SITUATION,     IF   TR'JE.     TJRTHER 


.ITY    y.C    CCfCAL   WAS    IN    CHA.-.CE    OF    WW; 
"H    THE    RZCORDS    OF    SVyiZROCS/OTHER 


INDICATES    A    ST"CSG    PCSSIB: 
RZrCRDS,    J"ST    AS    r.Z    WAS    w; 

CCy.PANirS    IK*/CLVED    IN    THE    CHECX    KITING,     AND    DCES^^CT    S-OGtST 
THE    CLINTONS    HA^    ACCESS    TO    CHECKING    ACCOLNT    STATEMENTS    THJ^wT: 
WOLTLD    HA'.I    RZFLZCTED    THE    CUESTI0NA2LE    TRANSACTIONS    AT    Tr.Z 
TIME.        IF    THE    CLINTONS    ARE    NOW    IS    POSSESSION    OF    S'JCH    RECORDS 
AND    WERE    NOT    AWAP-E  "OF    HC    DCL'CAL'S    PRZVIC'JS    ACTIVITY,     THEY    KAY 
NCW    3E    AWARE    HC    CCCCAL    WAS    ENGAGED    IN    FINANCIAL   TRANSACTIONS 
LTTILIIIJiG    THE    WWD    ACCOL'NT.  _ 

THE    NEWSPAPER   AJ^TICLES    ALSO    hlADE    A    POINT   CF    A    LETTER 

;      \ 

WRITTEN  Sr<THE  ROSE  LAW  FIRH  IN  LITTLE  ROCK  (HILLARY  CLINTCN 


\ 


IS    A    PARTNER) 


"?•*«    "-^j 


HE    AR.KA.NSAS    STATE    SECURITIES    C0.»C1ISSIQN 
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\ 


-PACE    IS    1.^    Ce-OKUNCIAS 

'  \ 

(ASSC)  .    VHrcH    JS    THE    STATSJ^g^TV    yj:;PC.S&^3L£  FCR    CVEHSillNG 

FINANCIAL    I.SSTI7'JTICti3<''^THE   Ai^TIClZ    AllZSED   THS^^TTSS.\-HICH 

.'iAY    KAVZ    3EI.V    SIG/E^    BY    HIIIAJRY    ClINTCM,    L'RGE3   THE         \  v 


CCy~IS3ICN.EH   OF/ ASSC   TO    SCT    rURSUE    AN    EXA.-IHATICS    CF    MCSL.     \ 
THE   ARTICLE    15   NCT   CCNTAINE3    IN    A    LITTLE    RCCK    FILE. 

CN    SEPTEMHER    23,     19S2,     SAC,     LITTLE    RCCK,    AN"    SUrERVIECRT 
STAFF    MET   WITH    USA   TO    ZZ^CZZZ    THIS    .«ATTER.       IT   WAS    THE    CPINISN 
CF    'JSA,     E2AR,    THE    INFCR-^JikTICN    CCNCER-VING    THE    CHECK    KITE    WAS    CF 

rCSSIBLE    IMTEP^ST,    WITH    ANSPA'JGH    AS    A    ?CS£I  =  LE    TARGET.        IT    WAS 

/  / 

ALSC    THE    CPINICN    CF    L'SA    THE    ALLEGEI    Ijr.'CL'.'EyJiNT    CF    THE/'  / 

CLINTONS    IN    WRCSGCCING    WAS    I.MRLAVSISU:,    A:'! 

incline:    to    AUTHSRIIE    AN    IN^/ESTIGATICS    CR    RE>f-ER    A    rC  =  ' 

rRCSECJTICN    CFINICn/     IT    WAS    ALSC    NCTEI    A    CC.«?LETE    A.NC    FACTUAL 

CETE?-".INATICN    CF    WrJiiT    TRANSrIRE2    IN    A.VY    FACET    CF    THE    REFERRJiL 

WClTLr    TAKE    ZZY.Z   TI>S:.       USA,     EIAR,    CrINE2    THE    CCR-RECT    CCUR-SE    CF 
ACTION    WAS    FOR    HIM    TO    HAVE    LEGAL    r2.lZ>^.Zr.    C0.S0UCTE3    CN    THE 
STATUTE    CF    LIMITATIONS    CN    THE    VAJ^IOUS    ARrLIOAELE    8ANK_FRAUD 
STATUTES    AND  TO    COMPLETE    AN    IN-2EPTH    ANAL':fSIS    OF    THE      \\ 
VCLUMINCUS   EXHIBITS    ANCILLARY    TO    THE    REFERRAL.       ALTHOUGH  \Z 
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rAOr    11    LS    ^:9-0)     UNCLAS 


-rA 
STA 
EXH 

act: 


TO  A.W  INTS.NTICN,'^  PSOVIOE  LITTIZ  RCCK   WITH  CCPriS^PF  THI 

:3ITS,  NCNZ  ^VZ    BEZM  RSCIIViO  A5  OF  IMSTA-ST  DA3i:.    \ 

\     \ 
ATCCRCINCLi,  LITTLT  ROCK  HAS  TAXZM  HC  IMVESTIGAri'/t  ' 

\ 
CS  ON  THIS  .'tATTER  PENCING  A  PRCSECVTIVX  CPINICN  FROM  USA, 

CN  CCTCSER  7,  1992,  THE  FIRST  ASSISTA.NT  UNITED  STATES 


rt  .  .  -  .-v. 


EV    A 


"IZ    RCC:<    SCUAO    SUPERVISOR    THE    USA 


.•IE3    TO    AIVISE    THE    3EPA.-Ty.ZNT    C; 
:0    ITS    SENS  IT  I  Vi    NATVRI. 


THIS    yjkTTZR 


V 
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TELETYPE 

FM   DIRECTOR 

TO   FBI  LITTV^  ROCK 

SUBJECT:  /AMES  B 
UNSUB(S) ; /MADISON 
ARKANSAS;/ FIF; 


RE  TELCAt  FROM  SSA  KEVIN  B.  KENDRICK,  FBIHQ,  TO  SSA  S^EVE 
LITTLE  ROCK,/lO/8/92  AND  TELETYPE  FROM  LITTLE  ROCK  TO  THE 
10/7/92/.    / 


(PRIORITYJ 

OUGAL;    SUSAN   H.    MCDOU^At^LISA   A>»$PAUGH; 
UARANTY    SAVINGS    AND    LOAN,    LITTLE    ROO 
LITTLE   ROCK 


RONS, 
UREAU, 


AS  discussed  in  retelcall,  a  FIF  investigation  is | 
warranted  in  captioned  matter.  Therefore,  Little  RocJc  should 
initiate  a: limited  investigation  aimed  at  determining  the  extent 
of  vior,ations  as  alleged  in  the  Resolution  Trust  Corporation 
(RTC)  criminal  referral  form  dated  9/1/92.  /  j 

\      Little  Rock  should  obtain  and  review  the  docujaents 
referenced  in  the  criminal  referral.   Little  Rock  should  al'so 
forward  copies  of  pertinent  documents  to  the  White-Coiyar  Crimes 
Section  (^CCS) ,  Financial  Institution  Fraud  Unit  (FIFU^  as/ 
expeditiously*,  as  possible.   In  order  to  protect  the  identities  of 
passive  inv^es^ors  and/or  witnesses.  Little  Rock  should  not 
conduct  any\pv4rt  investigation  such  as  witness^flterviews  or 
serving  of  gran(^jury  subpoenas  at  this  time^-^^^n  addition>^the 
documents  should  ^e  afforded  appropriate  security  so  as  to 
maintain:- the  pri^vacy  of  the  witnesses. 

Little  Rock  is  advised  to  submit  results  of  this 
limited  investigation  by  COB,  10/16/92,  to  FBIHQ,  WCCS.FIFU, 
Attention:  SSA  Kevin  B.  Kendrick. 

NOTE:   On  9/1/92,  the  Little  Rock  Division  received  a  criminal 
referral  form  from  the  RTC  alleging  widespread  fraudulent  check- 
kiting  activity,  listing  Presidential  Candidate  Bill  Clinton  and 
his  wife,  Hillary,  as  potential  witnesses.   On  10/€Li92,  Bureau 
officials  met  with  Assistant  AC  Robert  Mueller  and  fecial 
Counsel  lira  Raphaelson  of  the  DOJ.   AAC  Mueller  advised  that  DOJ 
did  not :  h'ave  enough  information  at  this  time  to  rendW]\^  any  kind 
of  opinion  and  that  FBIHQ  should  make  a  determination  Regarding 

an  investigative  irourse  nt   arrinn. During  a   siihseqtl'entXBeeting 

with  DAD  Verinder  and  SC  Kubic,  it  was  determined  that  a\  limited 
investigation  should  be  conducted  into  this  matter.   This\ 
teletype  is  to  advise  Little  Rock  of  that  decision.       \ 
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.^ARTMENT  OF  JUSTICE 
JERAL  BUREAU  OF  INVESTICATiw.. 
COMMUNICATION  MESSAGE  FORM 


FRECEDENCE: 

D  ii 

'Q   Reuiiac 


CLASSIFICATION: 
P   TOP  SECRET 

ECRET 
D    ^t>NFIDENTIAL 
D    UNCUXS  E  F  T  O 
(S   UNCLAS 


7"    /^    ^      , 

TO   FBI   LITTLE   «0Cft/P(«IOI«ITY/£5t^^,^^5t7) 


CITE:  ~/i'0W2'M// 


SUBJECT:!  JAHES  B 


.<5c 


OOUCAL'^  SUS 


AN  H.Si^DOUCAL;  LISA  >nspau<;h'. 


UNSUB(S)^\  HAVISON  (GUARANTY  SAVINGS  AN»  LOANi  LITTLE  ROCK'- 


ARKANS 


\ 


as;  Tir^ 


00! 


LITTLE  ROCr. 


RE  TELCALVROn  SSA  KEVIN  B-  KENPRICKn  FBIHO,  TT  SSA  STEVE 


\ 
IRONS-  LITTLE ^OCK-  10/«/n2>  ANO  TELETYPE  FR 

BUREAU-  lG/7/12 


0  THE 


AS  BISCUSSED  IN  RETELCALL-  AN  FIF  INVESTIGATION  IS  WARRANTED 
IN  CAPTIONEB  nATTER.   THEREFORE-  LITTLE  ROCK  SHOULB  INITIATE  A 
LiniTEJ  INVESTIGATION  AIHEB  AT  BETERfllNiNC  THE  EXTENT  OF 


^ 


P^i^^-: 


NOTE:  Copy 
Approved  By 

MRI/JUL        

Transaillcd  -2  ??  -^ 


OCT      QtQ07 
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O^IA  do.  tl/IS/fll 


APARTMENT  OF  JUSTICE 
FEDERAL  BUREAU  OF  INVESTIGATION 
COMMUNICATION  MESSAGE  FORM 


-PACE  2  UNCU 


PORATIftN  (RTC) 


LITTLE  n/ct    SH0UL5  OBTAIN  fROH  THE  UMITE»  STATES  ^TTOitNEY 
ANB  KZVltv  JHZ   JOCUflENTS  RErCRENCEB  IN  THE  CRiniNAL  RErERRAt. 

IN  ORDER  To/pROTECT  THE  IDENTITIES  OF  PASSIVE  INVESTORS  VnoItOR 

i    I  "  I   i 

WITNESSES-  LITTLE  ROCK  SHOULD  NOT  CONDUCT  ANY  OVERT  INVESTICATION 

H  AS  WITNESS  INTERVIEWS  OR  SERVING  OF  CRAND  JURY  SU8P«En/aS  AT 


sue 


THIS  Tinc 


r.   IN  ADDITION, 


\   \ 


THE  DOCUMENTS  SHOUL*  BE  AFFORD/ED 


APPROPRIATE  SECURITY  SO  AS  TO  MAINTAIN  THE  PRIVACY  O^THEy 
WITNESSES. 


LITTLE  ROiK  K  REQUESTED  TO  SUBfllT  RESULTS  OF  THIS  LiniTEB 

\/ ^ 

INVESTICATION  AND  ANTICIPATED  INVESTIGATIVE  AND  PROSECUTIVE  PLANS 


BY  COBi  10/lt/?2-  TO  FBIHfl,  WCCS-.  FIFU-.  ATTENTION 

CENDRICK. 

BT 

//// 


SSA  (EVIN  6. 
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t^nzUL-nmrtu 


PAfiC  3 


V.^PAITMENT  OF  JUSTICE 
ITOERAL  BUREAU  OF  INVESTIGATION 
COMMUNICATION  MESSAGE  FORM 


OM   Vl/?2i    THE    LXTTCC    »OCK    JIVISIOM   RECnvO    A    CRIMINAL 

RcrcRRAt.  poirn  rROR  ^z   rtc  allcczns  uiscsprcap  p>audulcn\chccc- 
tiT:::3  activity-  uistinc  presibential  can»i»ate  bilv  clim^om  an» 

MIS  MIFE^  HILLAK/.  as  POTENTIAL  WITNESSES.   ON  lO/A/^-.  BUREAU 
OPriCIALS  /nET  MTH  ASSISTANT  AS  ROBERT  HUELLER  AN>  SPEXZAL  \ 
COUNSEL-  IRA  RiPHAELSON-  OF  THE  »0J.   AAC  HUELLER  A>VISE>  THAT 
»0J  tit   NOT  hXvE  enough  INFORRATION  at  this  TIRE  TO  RENBtR  iNY 
CIN»  0F=  OIPINX'ON  ANO  THAT  FBIHd  SHOULD  RACE  A  IETERHINATI«N  \ 
RECARSING  AN/INVESTICATIVE  COURSE  OF  ACTION.   AAC  RUELLER\  ABBEB 
THAT  THIS  RATTER  SHOULD  NOT  BE  TREATED  ANY  DIFFERENTLY  THAN  ANY 
OTHER  SIHILAR  FIF  INVESTIGATION  ADDRESSED  BY  THE  FBI  AND  DOJ^ 


grafted  By'  'i^B«:'fl"P 


Room/TL  ■;   ^8X1/331 


Phane  Hot 


k&k 


COPY  DESI6»fATMNSr  ^ 
1  -  HR.  VERlkDER, 


1  -  RR.  CUBIC 
1  -  HR.  DrCK 
—X  -  HR.  KENDRICK 


^ 


n 
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Mr.   Oea  P«ctaa 
Sp«ciAl  Xqmrtt  la  Oiat?* 
rtdersl  Bur«au  of  lAvastlgation 
#3  risancial  cuntcr,    Suite  300 
Littla  iocX.,  XJt     73311 

;  %•!    irrc    iuf«rrti  mo.  cooo4 

D«*r.  Mr;  Pectus: 


\  \ 


\Tbis  is  a  fellovup  to  sy  pravious  ■••ting  vith  you  and  ay 
««eond  r«vi«v  of  th»    abov*  r«f«r«nc«4  rafarral  with  /suppertinq 

dooaanfes .  /   / 

Xt  th«  tis*  v«  a«t,  Z  axplainad  to  yoa  ay  sarj^bus  vaaarvacions 
about  futura  prosacutiona  of  Uxa  individual^^involvad  ia  tha 
raSarral'.,  W7  avaluatien  of  tha  rafarral  in^i^cataa  that  thara  is 
not  a  pros«cutahla  casa  eapabla  of  bainq  roc^ad  bayead  a^aasonabla 
doubt  agaifstaBy  of  tba  vitnassaa.  "*'{T^  yr^irlpit^ffn  tt  scaa  or 
all  of  tbasa^«itaassas  cartainly  suggast:*  peer  judqaaat,  pessibla 
eanfliets  of  latarast  or  athieal  infractions,  proving  spaeifie 
intant  or  loioving  eriainal  conduct  would  ba  a  prosacutorial  burdan 
that  could  not  ba  carriad  bayond  a  raasonabla  doubt. 

Tha  only  allaqationa  having  any  eradibility  worthy  of  pcaaibla 
dalibaratiea  for  invaatigation  axists  against  Xr.  and  Mrs.  XcOougal 
and  Lisa  Anspaagh.  Ivan  thaaa  allagatiexis,  coabiaad  with  xr. 
XcOougal' s  pravieus  acquittal,  his  praaant  aantal  atata  along  with 
no  preapact  of  racovaring  loat  aonias  from  tha-inatitution  hava- 
sarious  aagativa  attributaa  for  a  auceassful  profacution  of  thasa 
insidltfs.  \\ 

Z  a  aov  advised  that  you  have  baan  ordered  te  oe  an  iamediata 
review  ta^de»*^"*^"^  \*   *fl  in^^m^ij^finn   i«  miTa— «g^<i\  xs  part  of 


yeo  are  required  to  sand  a  prospective  propoaal  for  aueh 
invastigatlea  fay  rriday«  Octobar  It,   1992.  tueh  an  order  deas  not 

apply I  to  thi«  office.  \ 

HevaVwr,  Z  do  baliava  it  mighc  ba  halpful  to  raitarata  what  Z 
hava  told  you  pravioosly.  Neither  Z  paraonally  nor  this  office 
will  participate  ia  any  phase  of  such  an  investigation  regarding 
the  above  referral  prior  to  Movaabar  3,  1993.  You  nay  eoseuaieate. 
this  orally  to  officials  of  tha  FBI  or  you  should  feel  free  to  sake 
this  part  of  70ur  report. 
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XT.   Don  P«t:ua 
7a9«   3 


Mbll«/1  do  not  iatand  to  dani^rat*  tha  vc^  et  STC,  X  suae 
epijta  t&a«r  htZar  meb  •  lapMe£tl»a  tJi«  iasitc«ae«  tor  ar^aacr  ia 
this  GMMm  «pp««ra  ^tp--«^7««r  iB—iiit^atioMi  ar\aBlat«ation«l 
Atxmmfiti'  t0  lnc«r^«xM  into  Ui«  politleal"~7coc«aa  et\thm  upeomlnq 
praai4«atlal  alaccion.  you  and  X  kz\ow  la  utv^reigatJ^ODa  ot  thia 
ryp«,/th«  £lr«t  acapa,  aucA  «a  iaauanca  ot  graiiaslury  aotopeaaa  tor 
racerda,  vUl  laad  to  madia  and  publie  laquiriaa\o<  mittara  t^t 
ara  auAjact  to  abaoluta  privacy.  xv«a  aadia  qoaacioaa  about  sucft 
an  ijrvaatlgBrien  in  today 'a  aodam  political  eliaat«v  all  \too  of  tan 
publielY^  porports  to  'lagitiaisa  v&at  eaa't  ba  provaia.' 
'         /  \ 

I  ror  aa  parsonally  to  participata  ia  aa  iavaatigatiba  that  X 
know  vill  or  eoald  aaaily  laad  to  tba  abera  acaaario  and  to  tJia 
poaaibla  daaial  ot  rigbta  dua  to  tha  tar^ata,  aubjao^a,  vitaaaaaa 
or  f  daf  andaata     ia     inappropriata.  X     baliava     it    laaeuta     to 

proaacntorlLl  miacoaduct  and  violataa  tba  aoat  baaio  Ifuadaaaatal 
rul'a  of  Dapareaant  of  Joatica  policy.  X  canaot  ba  a  party  to  aueb 
actioaa  and  baliava  tbat  aucb  voold  ba  datriaantaX'  to  tba 
Dapartsaat  of  Joatica,  raz,  tMa  offica  and  to  tha  ?raaidant  ot  tba 
Unitad  Stataa.  / 

\      \  /       , 

la   doa  tiaa,    X   vill   ba  happy   to   aaat  vitb   yen  to>  diacuaa   a 

liaitad     ajuaination     and     posaibility     of     ^rar±i»q     aoaa     of     tba 

alla^atioaa  raqaxding  Kr.    and  Xrs.    KcOou^al   and  Ma.    Xnapaugb.      Xa 

t&a  avaat  X'^oncluda  tbat  tiioir  caaa  abould'^  d«clinad;^~irtiich  at 

tbia    point    Im    a    diatinct    poaaibility7    tbaDM_^B_-fiartaialy 

ovarrida  that  daciaioa  and  coaait  D«partaantr~S7~'7ustioa  paraonnal 

and    raaourcaa^  to    betb    tba    iavaati^atioa    and    proaacutioa    of    tba 

caaa. 


7or  your  infcraation,  in  tba  avaat  X  raeaiva  any  praaa  inquiry 
froa  azry  aoorca  wbataoavar  X  aa  foinq  to  rafar  tbaa  to  tba 
auparviaory  officlala  in  tba  D«parta>ant  of  Juatica  and/or 
Raaolutioa  ^ruat  Corporation. 


Tbaak  }ou. 


V\ 


Baat  Sa^arda,  \ 


nrnnTTii  fti 


)\ 

vaaa 


Vaitad  Itataa  Attcmay 


CXBibw 


Floyd  Xao  Dedaoa 

Ccacutiva  JLaaiatant  O.S.   Attomay 

!  I 
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PACE    TWO    Oe    FBlLft    0001   UNjCiriS^  ""^^"^^^  \ 

ATTORNEY     (USA)/  EASTEjrX    DISTRICT    OF    ARKANSAS     (EOA  )    ANoNhITE-\ 

COLLAR    CRIH6    SUPERVISOR    ANO    FINANCIAL    ANALYST,    FBI,  \  \ 

LITTLE    ROCK,  'CONOtlCTEO   AN    EXTENSIVE    REVIEW    OF    THE    REFERRAL    IHD    \ 

ALL    OF    THE    APPRCXIHATELY    300    EXHIBITS    FURNISHED    TO    USA    BY  \ 

! 
RESOLUTION    TRUSTI    CORPORATION    (RTC).       USA    CONCURS    THERE    IS  j 

ASSOLUTELY    NO    FAlCTUAL    BASIS    TO    SUGGEST    CRIMINAL    ACTIVITY    ON      / 

THE    PART    CF    ANY    OF    THE    INDIVIDUALS    LISTED    AS     WITNESSES     IN    TH€       / 

/         / 
REFERRAL.       USA. FEELS    THE    LIMITED    DATA    FURNISHED    «AY    INOICA-TE       ,' 

CRIMINAL    ACTIVIT~Y    6>i    THE    PART    OF    CAPTIONED    SUBJECTS,     J  V«£  S    ANO 


SUSAN    »«C    OCUGAL,     AND    LISA    ANSPAUCH.       HOWEVER,     US-A^S    HOLDING 

^v      >  . 

PROVISION    OF    A    PROSECCrriVE    OPINION    REGARDING    THOSE    SUBJECTS     IN 
ABEYANCE. 

AS    DISCUSSED    IN    PREVIOUS    CO««UNl CATIONS ,    JAHES    NC    OOUCAL 
WAS    PREVIOUSLY     INDICTED    FOR    FRAUD    RELATED    TO    THE    FAILURE    OF 
WAOISON    CdARANTY    SAVINGS     ANO    LOAN    ANO    ACQUITTED    BY    JURY.       HE 
CURRENTLY    HAS    NO    ASSETS    TO    PURSUE,    IS    DRAWING    DISA8ILIT' 
INCOME    ANO    IS    BELIEVED    TC    RESIDE     IN    A    TRAILER    OWNED    BY    a' 
FRIEND.       WHIlLE    THE    AVAILABLE    FACTS    iNOICATt    ELEMfcKTS    OF    ONE   OR 
«ORE    FEDESAL I  VIOLATIONS    HAY    EXIST,    USA    IS    CONSIDERING    THE 
LIKELIHOOD    OF    PrOViNC    SUCH    VIOLATIONS    AND    THE    HANPUWER 


\ 


OPPQRTL'NITY  COST  TO  OTHER  PRIORITY  INVESTIGATIONS  OF  PURSUING 

J  ( 

u 
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U.S.  Department  of  Justice 

Executive  Office  for  United  States  Aitomeys 
Office  of  the  Director 


MEM0RA2T0(JW   FOR 


THRU: 


Stuart  M.  Gerson 
Acting  Attorney  General 


Douglas  N.  Frazier  '.  \ 

Principal  Associate  Deputy  Attorney  General; 


FROM: 


SUBJECT 
\ 


Anthony  C.  Moscato  r^       ,  ,'  \ 

Director  /   >  /  /   ; 

/    -/  /   / 

Recusal  by  the  United  States  Attorneys'  office 
for  the  Eastern  District  of  ArJcansas  on  a  / 
Resolution  Tr-ust  CorTJora^ion  ?efsrral'^ 


The  attac>»ed\letter  from  United  States  Aj>ef ney  Charley  A. 
Banks,  Eastern  District  of  Arkansas,  asserts^is  office  has  a 
conflict  of  interasX  in  pursuing  a  possible  yrutniCUtion  ot  a' 
'Mr.  and  Mrs.  McDougal  and  a  Ms.  Anspaugh  for  alleged  check  fraud, 
check  kiting,  misuse  of  position,  bank  fraud,  forgery  and 
conspiracy.   Mr.  3anks  requests  that  the  Department  of  Justice 
determine  the  prosecutive  merit  of  this  matter.   The 
United  States  Attorney's  office  has  previously  prosecuted 
Mr.  McDougal  and  two  other  individuals  in  late  1988  on  similar 
charges  and  they  were  found  not  guilty.   The  Resolution  Tr-jst 
Corporation  (RTC)  has  forwarded  new  and  additional  information  to 
the  United  States  Attorney's  office  on  September  2,  ^992,  for 
consideration.   As  stated  above,  the  second  referral\  ^involves  the 
same  patterns  of  activity  for  which  these  individuals  ^ave  been 
found  not;  g[uilty,  but  present  different  transactions  .\ 
1  \ 

Mr.     RanVg    ho1<o»oc     mg    n.f^ina    ghr-inlH     -lor-     Hg     i  n^^  1  va'iH     in    the 

prosecutorial  determination  because  it  may  give  rise  to  ttie 
appearance  of  inappropriate  prosecutorial  motivation  by  h^ 
office.   The  matter  may  involve  President  and  Mrs.  ClintonXas 
witnesses.   My.  9anlf«;  «;ratic<s  in  hig  1  ^^rro"  -n  rh'g  nf^rt^    -hat 
the  RTC's  second  referral  of  September  2,  1992,  merits  a  "limited 
preliminary  investigation"  of  the  allegations  contained  therein. 

On  October  16,  1992,  Mr.  Banks  informed  the  RTC  by  letter 
(attached)-  that  his  office  would  not  participate  in  an 
investigation  into  this  matter  prior  to  November  3,  199  2.   He 
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•2- 

stated  further  "LJ^that  after  such  a  lapse  of  t<me  the  insistence 
for  urgency  in  this  case  [by  the  RTC]  appears  to^suggest  an 
intentional  op^unintentional  attempt  to  intervene  rrjto  the' 
political  process  of  the^j^psoiuing  piet^jlential  election." 

It  is/ our  und^standing  that  subsequent  ^tov^r.  Banks' 
October  L992  response,  the  RTC  contacted  the  Unrbed  States 
Attorney '/s  office  regarding  a  Freedom  of  Information  Act\ request 
it  received  fxb»  the  media  regarding  this  matter.   The  RTC 
inquired  how /release  of  any  information  may  affect  th^    \ 
investigation.   Mr.  Banks  related  to  the  RTC  that  there  wats  no 
ongoing;  investigation  into  this  matter  and  advised  the  'RTC.  to 
follow  "the  appropriate  FOIA  law  in  responding  to  the  request" 
(see  leftter  to  this  office)  .   Mr.  Banks  has  resigned  asl   i 
United  States  Attorney  effective  March  1,  1993.  i 


Also  attached  are  copies  of  Urgent  Reports  prepared  by  this 
office  dated  October  7  and  20,  1992,  notifying  the  Departrvent 
that  the  RTC  referred  this  matter  to  t.he  United  States /Attorney '  s 
office.  ^The  RTC  referral  itself  is  also  included. 
\ 


\  \ 
MATTER  SHOaL0\R£MAIN  IN  USAO: 


MATTER  AKD  FIL'ES  ^SHOULD  3E  REFERRED  TO; 


OTHER: 


Stuart   M.    Gerson 
Acting   Xt^osTiey   Sanaral 


Date 


^ 


Attachments 


ACM:DCVJ:RXM:sJ  ;2/5/93 
Robert/Misc/ BANKS . MEM 


(xU^2- 
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US.  D«p«rcrecDt  of  Jucdcc 
Qice  of  the  Oepury  Aaomey  General 


Kmoworonx  to;     John  C.   Xaanay 

\       ntOK:      Douglai   K.    rra«i«riVvV 
\      I  Assaeiata  Oapucy  Atcsr: 

\      \  US:      Racuial  by  tha  U.S.    xrtomay'a  Offlea 

ror  %ha   E4aram  Ois^ris^  9t   AxXanaaa   on/  a 
B>.aQ!uriQr.   ^T-j!!^    garraoratian    Rafarral 


T&a  at^&e^d  raeuaal  pacXa?*  is  fe 
and  racoaaendk.?ibn.      manks. 


dad  ;er  your  raviav 


Atiac^ant 


'   \ 


00  1  484 
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3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 


RPTS   WHALEN 
DCMN   MAYER 


COMMITTEE   ON  BANKING  AND  FINANCIAI<   SERVICES 

iNTATIVEJ 


Washington,  D.C. 


The  deposition  in  the  Above  matter  was  held  in  Room  714, 
O'Neill  House  Office  Building,  coramencingXat  10:31  a.m. 
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Did  that  occur  to  you  in  FebruaxY  of   1993? 
I  iletftJcnow  whethertt>>cccurred  to  me  or  not.      I 

elled  on  it  since  I 
that  he  didn't. 
onsidereM  to  be  of  some 


't,   Jcnow  whether 
don't  remember  —  I  haven't 
rea<^it,  but  you  can  tej^l  from  looking  at 
Q 


IS'-'ehis  a  matter  that  yot 
tmport^jfce  at  that  time? 
Yes. 
Q    Is  it  a  matter  that  deserves  some  care 
deliberation? 

A    Yes,  I  think  it  does. 

I    Q    Would  you  have  expected  that  Mr.  MacOougall's 

>  /   / 

treatment  of  the  controlling  law  in  this  situation  would  be 

,   \ 
\thQrough? 

A    Yes.   That's  what  he  did  for  a  living  J   and  I  would 

hav^  expected  that  he  would  have  provi.^d  me  with  accurate 


legal\ad\ice. 

Q  Okay.  Do  you  know  of  any  reason  why  Mr.  MacDougall 
would  have  been  less  than  thorough  in  his  presentation  of  the 
facts  and  the  law? 

A     No. 

Q    Documents  that  we've  received  from  the  Department 
vindicate  that  Mr.  MacDougall  received  this\  task  no  earlier 
than  Monday,  March  22nd,  and  as  you  can  see  -r- 


Mr.  Flshman.   I  think  you  misspoke, 
earlier  than  Monday,  March  22nd. 


\ 
I  think  you  said 
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Mr.  Clark.   Thank  you. 


earlier  than  Monday 
tell,  is  dated 


of  any 


MacOougall  would 


That 


and  his  nemo. 


of  any  deadline  th< 
preparing  this? 

he  did  it  in  a  day,  there  prdbablly  was  a 

\      \ 
lid  be  the  only  reason  to  do  It  that 


\  quickly,  but  I  don't  recall  one.   Normally  wheni  you  get 
\  something  over,  you're  supposed  to  respond  in  a  reasonably 
smartly  —  you  know,  reasonable  period  of  time,  mit  I  don't 
recall  any  particular  deadline  or  why  he  o;uy  had  a  day  to  do 

"^ 

U\>  Eventually,  this  mftmirfinrlnm  frnm  Mr>r1f  UnrPmiTjall 
made  its  way  to  Mr.  Keeney.   After  Mr.  Keeney  received  it,  did 
you  have  the  opportunity  to  speak  to  Mr.  Keeney  about  it? 

Mr.  Fishman.   I  have  to  — 

Mr.  Clark.   Excuse  me. 

Mr.  Fishman.   The  only  reason  I  object  is,  I'm  not  sure 
ithis  is  entirely  consistent  with  Mr.  Keeney\s  testimony  about 
having  made  its  way  to  Mr.  Keeney  at  some  pouit.   I  think 
there ' s  — 

Mr.  Clark.   Withdrawn. 
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aBUlL0   Z.    XC90WZLL 
TRAOS    82C7X0N 

KAJUt  J.   xxcaoocxLX.  I ; 

TRIAL  XTTORNSY 


R2:  RZSOLUTIOM  TROST  CORPCRATION  CRIMIUXL  R27rRRAI.  NO.  C0004, 
DX?2D  ADfiUST  31,  19  92,  KAXING  JXMZS  8.  MCSOOttXI.,,  SUBXM  H. 
MCSOUSAL  XKD  J.ZSX   XMS7XCSB 

DXrZ:   7SBRUXRY  23,  19  9  3  / 


,   \ 
\  \ 


T^is  aeatorzoadua  responds  tr  ycur  reque$:&-^^ar  a  review*  of  the 
captioned  cri'aonaJ.  referral  te  undertaken  ant^  ii  pr^i^Tninflry 
recomaendation  \?iade  regarding  furt.^.er  investigation  and 
prosecution.  'Eie  referral  naaes  JAMIS  3.  MCDCUGAL  (an  officer, 
director  and  shareholder  of  t.'ie  foraer  Madison  Guaranty  Savings  & 
Loan  of  Little  ItocX,  Ar)cansas)  ,  SUSAN  K.  .MC20UGAL  (a  director  and 
shareholder  of  Madison  Guaranty  a.':d  t.^e  wife  of  James  3.  McOougal] 
and  LISA  ANSPAOGH  (a  business  associate  of  the  McOougals)  as 
persons  suspected  of  criainal  violations.  Ref.  at  2 , 3  and  4.  The 
author  of  the  criainal  referral,  Laura  Jean  Lewis  (Criminal 
Investigator) ,  also  identifies  Governor  (now  President)  BILL 
CLINTON,  _HILLARI  RODHAM  CLI.VTQN  and  ArJcansas  Lieutenant  Governor 
(now  Govarnor)  JIM  GUY  TUCXZR  as  witnesses.  Ref.  at  18.  Further, 
the  authoor  of  Che  referral  ma;ces  allegations  concerning  foraer 
Senator  J.'.  WILLIAM  FULBRIGHT  but  does  not  name  Fulbright  aaong  the 
persons  8UBp«ctcd  of  criainal  violations.  Ref.  at  7-B,\l2  and  14. 


A.  scopg!  oy  Rgrrzw 

In  prepariag  tJiis  aeBorandua, — tiw — fulli-wiiiy — ducanaffts  were 
reviewed:  /(l)  RTC  Criainal  Referral  No.  C0004,  dated  August  31, 
1992,  (2)  Letter  dated  September  1,  1992  from  L.  Richard  lorio,  RTC 
Field  Investigations  Officer,  to  Charles  A.  Banks,  Unitad  States 
Attorney_for  the  Eastern  District  of  Ar)cansas,  (3)  Letter  dated 
October  16,  1992  from  Charles  A.  Banks  to  Don  Pettus,  Special  Agent 
in  Charge,   Fedaral  Bureau  of  Investigation/ Little  Rock  Field 
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Offica,  and  (4)/1>cter  dated  January  27,  1993  froa  Carles  A.  BanJcs 
to  Donna  H«nn«Ban,  Office  ofLagal  Counsel /Deparraerrt  of  Justice. 
None  of  the  ;eransaction^l-'d0cuBents  desSrited  in  the  referral  were 
provided  or  reviewjid\  Accordingly,  all^^^r^erencea  in  this 
aeaoranduw  to  fac^£<ial  allegations  or  claias  ar^sbased  ^solely  on 
statcacnts  included  in  the  referral.  \    \ 

I  /  \    \ 

\ 

B.  CTtmiM^    ▼TOt^TTOMS    XLLZGgP 

The  author  of  the  referral  cites  conspiracy  (la  U.S..C.  S  371}, 
aisapplicatlon  (18  U.S.C.  S  <S7]  and  banX  fraud  (18  a.S.C.  $1344), 
as  suspected  violations.  Ref.  at  1. 

:  1 

C.  flCMMMY    Oy    7XCTPXI.    XI.LgSA?IOMa  \ 

According  to  the  referral,  Jaaes  and  Susan  McOougal  were 
shareholdersv  and  directors  of  Madison  Guaranty  Savings /and/ Loan  of 
Little  Roelc,  \  Arkansas.  Jaaes  McOougal  is  also  iderytified  as  an 
officer  of\th"e  institution.  The  extent  of  the  McOougals'  equity 
interest  in\  Madison  Guaranty  and  the  office  or^f f ices\  held  by 
Jaaes  McCougkl  are  not  specified  in  the  ref erra>r  Lisa  Anspaugh  is 
identified  as^-a  business  partner  of  Susan  McGbugal  who  assisted  Ms. 
McOougal  in  bobWceeping  for  various  busin<ij.a  entieiea  -  Wffile  no 
specific  inforaatibn  is  provided,  the  facts  alleged  in  the  referral 
suggest  that  the  HcOougals  were  also  active  in  real  estate 
developaent  at  the  tiae  of  their  association  with  Madison  Guaranty. 

The  referral  is  focused  on  the  activity  in  the  deaand  deposit 
accounts  aaintained  at  Madison  Guaranty  by  the  McOougals  and  a 
group  of  business  entities  allegedly  under  their  control  during  the 
period  February  1984  through  July  1987.  The  author  of  the  referral 
alleges  that  various  transfers  of  funds  aaong  these  accounts,  often 
involving,  the  creation  or  funding  of  overdrafts'^  constituted 
criminal;  activity.  The  author  specifically  cites \  ■.unauthorized 
loans,  ch*cJc  Xiting,  possible  forgery  (or  at  the  Very  least, 
extensive  \  use  of  unauthorized  signatxires)  \  \  potential 
aisapproprJAtion  of  funds,  possible  illicit  eaapaign^ontributions , 
diversion  of  loaa  proceeds,  and  potential  banX  fraud".  Ref.  at  5. 

I        ,  Y 

In  support' of  these  allegations,  the  author  of  the  Referral 
describes  soae  76  banJcing  transactions,  nearly  all  involving  the 
aaXing,  pres«rTtai«nt  or  payaent  of  checJcs  by  one  of  the  McOougals  or 
by  business  entities  associated  with  the  McOougals.  Ref.  at  6  -  17. 
Based  solely  on  this  inforaation,  it  would  appear  that  the 
McOougals  regularly  issued  chec)es  on  Madison  Guaranty  accounts  with 
insufficient  funds.  Once  payaent  was  aade  on  these  checks,  the 
resulting  overdraft  would  often  be  funded  by  a  check  drawn  on 
another  McOougal  account  at  Madison  Guaranty,  which  frequently 
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created  yet  another  overdraft  in  the  second  account.  Notations  on 
some  of  the  ,c6ec)cs  suggest  tAat  they  reflected  \aans  from  one 
entity  under/the  controi  of_X&«— HcCouqAls  to  another-^or  to  one  of 
the  McOouqals  individj^ailyr 
/ 

The  referral^turther  suggests  that  aany  of  €h«  checks  bearing 
the  signarcure  o/^one  of  the  McOougals  were,  in  fact\  sign«d  by  the 
other  McOougal  or  by  Lisa  Anspaugh.  The  referral  cites  no 
evidence,  howver,  that  any  instruaents  were  executed^  in  the  naae 
of  an  authorized  signer  without  p«raission.  The  referral  \ further 
notes  a, check  in  the  aaount  of  $3,000,  drawn  on  a  personal  account 
of  Hr.  and  Krs.  McOougal  and  dated  April  4,  198 S,  which  was  aade  to 
the  order  of  the  "Bill  Clinton  Caapaign  rund".  This  account 
allegedily  carried  an  overdrawn  balance  at  the  tiae  the  check  was 
written  which  continued  for  approxiaately  3  0  days.  Ref.  at  11. 
On  the  saae  date  a  second  check  in  the  aaount  of  $3,000,  payable  to 
Madison  Guaranty,  was  drawn  against  one  of  the  McSougals'  business 
accounts.  Ref.  at  £.  Other  than  the  alleged  overdrafts,  the 
significance  of  these  ci".ecks  to  any  theory  of  criainal  activity  is 
not  clear.  In  addition,  in  several  i.-.stances,  the  anthor  of  the 
referral  alleges  that  $15.00  overdraft  fees  were  charged  by  Madison 
Guaranty  to  MbOougal  accounts  but  were  subsequently^  cancelled. 

The  author  "Of  the  referral  alsc  alleges^h^,  "the  McSougal's 

[sic]  clearlyXdiVerted  funds  froa  their  r^dison  Guaranty  1  hoae 
purchase  and  iaproveaent  loan  of  $351,502-; — f undid  In  2/85,  for 
other  purposes".  "Ref.  at  7.  The  referral  specifically  alleges  that 
acre  than  $100,000  was  "diverted"  to  t.^'.e  repayaent  of  other  loans 
then  due  froa  the  McOouqals  to  Madison  Guaranty.  Ref.  at  7  and  10. 
No  evidence  is  offered,  however,  that  any  false  stateaent  or  entry 
was  aade  by  either  of  the  McOougals  or  Ms.  AJispaugh  in  connection 
with  t.he  hoae  loan  or  that  the  iaproveaents  to  be  done  on  the  hoae 
were  not  coapleted. 

0.  XLLtOKTIOMB  KgLATiyO  TO  CLZNTOWS  AyP  rtn.BRIGHT  \\ 

The  author  of  the  referral  lists  President  Clinton  and  Hillary 
Rodham  Clinton  as  the  first  two  of  six  ".  .  .witnesses  who  aight  have 

infaraatianv^f  the  ausp*^*»d  vinlar^nn" Raf aX— «  .  Vo    factual 

claias  can  be  found  in  the  referral  to  support  the  designation  of 
Mr.  or  MSrs.  Clinton  as  witnesses.  \ 

Other  than  th«  eanpaion r-nrri  hiir  inns, — cited — »to«ve,  the 

referral:  &faply  identifies  the  Clintons  as  among,  "[tjhose  who 
allegedly  stood  to  gain  the  aost  froa  these  numerous  and 
questionable  inter-account  transactions".  Ref.  at  S  and. 17.  This 
claia  isi  based  upon  the  iaplication  by  the  author  of  the  referral 
that  the- Clintons  aay  have  invested  in  one  or  more  real  estate 
.ventures  undertaken  by  the  McOougals.  Ref.  at  S.   Citing  newspaper 
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rafarancaa,  tA«,4nithor  also  sp«culat«s  concerninq  a  $25,000  chec)c 
issu«d  by  on«  oi  the  McOougal  entities  in  March  19^,  stating  that 
"...this  couid  have  been  the_  tiae  graae  in  which  Whitewater  (the 
McDougal  busdness  entity>-«*s~conductTng~t»A^actions  Regarding  the 
house  that/ was  allegedly  purchased  and  subsequently  sold  by  Ms. 
Clinton" ./ Ref.  »t^  13.  No  other  inforaatioiv  regarding  this 
speculation  is  contained  in  the  referral.        \     \ 

.    (  /  \    -• 

SiBilarly,  several  references  are  found  in  thev  referral  to 

foraer  Senator  J.  Williaa  Fulbright  as  a  principal  of  a\corporation 
naaed  "Earth  Movers,  Inc."  Ref.  at  7-8,  12  and  14.  The  referral 
describes  two  checXs  drawn  against  McOougal  accounts  in  April  and 
May,  1985,  totalling  $50,000,  which  were  aade  or  endorsed l  to  the 
order  af  Earth  Movers,  Inc.  One  of  these  checJcs,  in  thei  aaount  of 
$30,00a,  was  issued  by  one  of  the  McOougal  entities;  to  Jaaes 
McOougal,  endorsed  by  McOougal  to  Earth  Movers,  then  used  by  Earth 
Movers  to  purciiase  a  Madison  Guaranty  cashier's  chec)c.  The 
referral  states  that  the  S30,000  cashier's  checX  had  not  been 
located.  Other  than  creating  or  increasing  overdrafts,  in  the 
subject  accounts,  facts  suggesting  the  significance  of ^these  checks 
or  the  iaplied  iavolvement  of  Fulbright  in  the  McOouga-ls'  financial 
affairs  are  not  provided  in  the  overdraft. 
\  -\ 

E.  XyALY3I3  \   \  ^ 

The  referrri  provides  substantial  factual  support  for  the 
assertion  that  Mr.  and  Mrs.  McOougal 's  conduct  aay  have  constituted 
a  breach  of  fiduciary  duty,  abuse  of  position,  and  self -dealing. 
The  referral  does  not  provide,  however,  factual  allegations 
sufficient  to  tstablish  the  eleaents  of  any  of  the  criainal 
statutes  used  in  the  prosecution  of  ban3c  fraud  cases  (13  U.S.C.  SS 
215,  656,  657,  1005,  1006,  1014,  1344  or  1956). 

The  author  of  the  referral,  for  exaaple,  repeatedly  alleges 
"check  )ci£,ing"  on  the'part  of  the  McDougals.  Check  Tciting  involves 
the  use  of  accounts  at  two  or  acre  financial  institutions  to  obtain 
interest-free  loans  by  taking  advantage  of  the  tiae\ required  to 
coaplete  tiie  check-clearing  process.  The  conduct  described  in  the 
referral!,  "l^gwever,  is  alaost  fully  liaited  to  the  issuance  and 
deposit  ;  of  chedcs ,  drawn  on  accounts  with  insufficient  funds, 
within  Mtadison  Gaaranty.  While  the  issuance  of  such  "bad  checks" 
aay  constitute'*  violation  of  state  law,  it  is  genera llyv outside 
the  scope  of  Federal  prosecution. j 

Moreover,  tie  referral  does  not  include  allegations  of  conduct 
suggesting  a  leiel  of  criainal  intent  necessary  to  satisfy  that 
eleaent  jof  any  of  the  principal  Federal  bank  fraud  [statutes. 
Misapplication  of  funds,  (18  U.S.C.  SS  656  or  657),  liaited  to  bank 
insiders,  requires  that  the  act  be  done  "willfully",  defined  as 
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voluntarily  »P(^  purposely,  with  tA«  specific  int«nt\^o  disobey  or 
disregard  Ziut  law.  Tifyn^JS-rrr^iz  ParrBrfwJ^rv  tnstrueeiana  ac  51. 
The  general/ banX  frajidi^tatute  (18  U.S.C.  $^1^)  requires  that  a 
scheme  or/  artifice  be  executed  in  an  ef  farVvto  defraud  the 
institution  "Jcnoi/ingly" ,  defined  as  voluntarily  or\intenrionally, 
not  because  of/aista)te  or  accident.  Fifth  Cirirjig'-  Patrem  Jury 
Tnatr^jctlons  at  49.  The  false  entry  statutes  (18  U.S.C.  SS  1005 
and  1006>)  ,  also  liaited  in  scope  to  banJc  insiders,  require  that  the 
false  entry/  be  aade  "with  intent  to  defraud"  the\  fihancial 
institution,  defined  as  the  intent  to  cheat  or  deceive\  the  banJc. 
Fifth  Cir='a/it  Patrerr^  -Tuyv  Tnarrueriana  at  130.         \   i 

The  absence  of  facts  establishing  criainal  intent  on  the  part 
of  the  McOougals  argues  persuasively  against  the  initiation  of  a 
erisinal  investigation.  Further,  the  referral  does  not  claia  that 
any  specific  loss  to  the  institution  resulted  from  the  McOougal's 
chec)eing  account  activity.  Ref.  at  19.  The  payment'  of/  checJcs 
drawn  against  deficient  balances  and  the  waiver  of  overdraft  fees 
are  ccamon,  if  improper,  accomaodations  regularly  extended  by  banJcs 
to  substantial  customers.  The  referral  does  not  allege  that  this 
account  actj,vi,ty  was  not  correctly  reflected  op^the  boo)cs  and 
records  of  M«d:^on  Guaranty  or  in  reported  to^^Pederal  rei^latory 
agencies. 


It  should  also  be  noted  that  James  B.  McOougal  was  Apparently 
i.ndicted,  tried  and  acquitted  in  1988  or  1989  in  connection  wit.1 
his  involvement  with  Madison  Guaranty.  Ref.  at  2;  T.«»rger  fron 
Charles  A.  aar.)ts.  Unined  Stares  Annarnev.  ta  Cen  R.  P^tfus  Special 
Agent  m  Charge,  dated  October  16,  1992.  No  details  relating  to  the 
previous  prosecution  of  McOougal  have  been  provided. 


Finally,  no  facts  can  be  identified  to  support  the  designat 
of  President  Bill  Clinton,  Hillary  Rodham  Clinton  or  Governor 
Guy  Tuc)cer  as  material  witnesses  to  the  allegations  made  in 
criminal!  referral.  \\ 


ion 

Governor  Jim 

in  the 


\ 


T.     ESSaUXBOiAXXSl! 


Basted  solely  upon  available  information,  and  in  \ light  of 
applicabde  law  and  current  Fraud  Section  standards  for  prosecution, 
the  conduct  of  James  B.  McOougal,  Susan  H.  McOougal  and  Lisa 
Anspaughi  a&^eserlBed  in  the  ertainai  referral  ao*a  not  appear  to 
warrant  the  initiation  of  a  criminal  investigation. 
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us.  Dcpartmeni  of  Jusice 
Chnunai  Division 


J3;.Li:-^0:GCac:lr 
lypBC  3/2/93    '■ 


wnigRMfPTO 


TO: 


FKOM 


/Douglas  N.    Fraziar 
AssBCiaca  Dapucy  At^ornay  Ganaral 

Aering  Asaisranc  ACromay  Ganaral 


SUBJECT: 


\      \ 


Racasal  by  CAa  U.S.   Atromay's  Offica  for  tha/Eascam 
Oistricc  of  Arkansas  on  a  Rasolucion  Trusc  Corperacion 
Raftrral*. 


/ 


Th«  vtraehad  racAal  pacJcaga  was  forvardadyfor  raviaw  from 
your  of£lca\oi  Fabruary  18,  1993.  Wa  hava  raviaMd  tha 'mararial  in 
Cha  pac)caga  ^aad  hava  coneludad  thar  ttiara  is  no^idanrifi^^*  basis 
tor  racusal  13^  rha  Unitad  Statas  At'temay;,^.'--'furthar ,  v«rvwould  nor 
quasrion  a\dicision  by  rha  Unirad  srsras  Attomay__£o  daclina 
Currttar  sutos*»ntiva  action  on  tha  rafarrai.  A  copy  of  tha  Fraud 
Sacrion's  aaaorandxia  suaoiarizing  our  raviaw  is  acrachad  for  your 
usa  and,  should  you  daeida  it  is  appropriata,  for  forwarding  to  tha 
Unitad  Sratas  Attornay's  Offica  in  Litrla  RocX. 

Atrachaants 


Racsccs 

„Sec.  Sect: 
Kene^      I   \ 
ligram  |   \ 
JtaoaeLL  I     V 
Csve-      I 


on 


-  n  -;  c 
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BcMonarTk*  CM<U<aa 


The  Honorable  Ricbard  M.  Pence 

United  States  Anorney 

Eastern  Distria  of  Arkansas 

U.S.  Post  0£Sce/and  Couns  Building 

600  W.  Ca'pitoU' Room  331 

P.O.  Box  1229  ; 

Litde  Rode  Aikansas  72203 


Re:-.     #7236  Madison  Guaranty  Savings  Sc  Loan  ; 

\    LitUe  Rock.  Arkansas  •  In  Receivershio  (11/29/90) 
\  CRIMINAJ.  R£F^RR\L  NU\fBER  c6o»4 

\      \  /' 

Dear  Mr.  Pence:  \  /  / 

On  Septesber  l.\199^  the  above  captioned  crimmal  referral  w^r^ubmitted  to  your  o£5cs 
by  the  Resolution  Trusv  Gjrporation  s  ("RTC)  Kansas  CirfX)f&z&  of  Investigations.  On 
Dece:nber  15,  1992,  T^TC  Kansas  Qty  Invcsugatioos  received  d  lenei  liuui  FSl  Special 
Agent  in  Charge  ('SAC),  Don  K.  Pemis,  acknowledging  receipt  of  the  referral  and  direcnng 
any  funhcr  inquiries  to  Assistant  United  States  Attorney  Floyd  Mac  Dodson.  However,  it 
is  my  understanding  tiiat  Mr.  Dodson  has  recendy  left  the  U.  S.  Attorney's  office,  and  ihis 
letter  is  therefore  beug  direaed  to  you. 

Prior  referrals  submitted  simultaneously  to  both  the  U.S.  Attorney's  Office  and  the  FBI  have 
generated  responses  advising  this  office  of  either  declination  of  prosecution,  or  that  a  case 
has  been  opened  on  the  basis  of  the  referral  To  date,  the  RTC  Kansas  Cty  Office  of 
Investigadons  has  received  no  further  correspondence  regarding  the  aforejnendoned  referral 
In  order  to  update  RTC  Invesdgadons  files,  a  wrinen  response  as  to  the  current  sutus  of 
this  referral  would  be  appreciated.  ;    \ 


Should  you  have  any  quesdons,  or  require  addidonal  informadon.  please  do  not  hesiute  to 
contact  either  myself  at  (816)  968-7237.  Supervisory  Investigator  Lee  Ausen  at  (816)  968- 
7243.  or  Field  Invesdgadons  Officer  L  Richard  lorio  at  (816)  963-7212. } 


Very  truly  yours. 

tSfesnbcwti 
Criminal  Investigator 


49COMcrS:r0«t.Sut»2OO.taniatafy.MauiJf.6*nZ(BIA)SilSI2 
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816 


aday-'lO,  151,93 


Ms.  L.  Jean  Lewii 
Criminal /Investigator 
Resolution  Trvst  Corporation 
4900  Main  Street,  Suite  200 
Kansas  City ^  MO  64112 

I    / 
Dear  Ms.  Lewis: 

Reference  is  made  to  your  letter  of  May  4,  1993.  Foraer  U.S. 
Attorney  Charles  A.  Banks  determined  that  this  office/  has  a 
conflict,  of  interest  with  conducting  an  investigation  or 
prosecuting. any  criminal  charges  concerning  this  matter.  ' 

^  '^  /   '' 

The  previous  prosecution  by  this  office  of  ^mes  HcOougal, 

former  president  of  the  institution,  and  two  other^personsi  resulted 

in  not  guilxy\verdicts.    Allegations  sugge^2rjfng  a  politically 

motivated  prcsecr^tion  were  made  during  and-^^er  the  triat^ 

ConsiderabW^^media  attention  was  given  to  such  allegations. 

These  allegations  were  entirely  groundless.  However,  Kr. 
Banks  felt  that  a  second  investigation/prosecution  could  give  the 
appearance  of  inappropriate  motivation.  Consequently,  this  matter 
was  referred  to  the  Office  of  Legal  Counsel,  Executive  Office  for 
U.S.  Attorneys,  U.S.  Justice  Department,  Washington,  D.C.   20530. 

I  have  not  heard  from  that  office,  and  I  do  not  know  the 
status  of  the  RTC  referral.  Please  contact  the  OTfice  of  Legal 
Counsel;  ^telephone  number  202-514-2041,  for  informatiion  regarding 
the  current  status  of  this  matter.  \  \ 

i  \  ;\ 

j  \  Yours  truly. 


4^ 


\ 


RICHARD  M.  PENCE,  JR. 
United  States  Attorney 
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HAdlaon  Cuacancy  S«vlnqa  &  Lo«n 
CrUBinal  Ratarrai  ^7300(0192 
Au^uac  il,    1993   ?aq«  6 

7e.    Indicaca  whachar  eha  auapaccad  violaeion  app«aca  to  b«  an  iaolaead  Ineldanc  or  whaehac 
it  ralaca*  co  oenar  eranaactiona.   (Explain) 

No;  ttiii  violation  n  not  laolaced,  but  ia  on*  at  oany  Ilk*  Inatancaa  which  say  have 
contr:.buead  to  tna  (ailura  of  eha  inatitution. 

8.  EXCLUSION  or    INFORMATIGM    FROM   THT    REFERJIAL: 

Haa  any  p«rcin«nc  i.nforTnae;,on  baan  axeludad  from  thia  rafacral  aa  a  raault  of  any  laqal 

or  otnac  raaeraine? 

raa     X        so  It   to.    why? 

Hava  cha  excluded  i.nforraati.on  or  docunanta  bean  aaqcsgaead  for  later  retrieval? 
Yea    NO 

9.  HAS  SUSPECTED  IHSIVIOUM.(S)  HADE  ANY  ADMISSIONS? 
Yea     X   NO     If  ao,  who? 

10.  wrrrrESSES: 

liat  any  witneaaea  who  nnqht  have  infomation  about  tha  auapacted  violation  and 
daacnSa  their  poaicion  or  amploynent.  Indicate  if  they  hava  been  interviewed.  (Uac 
continuation  aheet.  if  necaaaary.) 


.SAME 

posmoN 

ADDR£SS 
(CTY/STATE/TZn 

th-ethonh 
nt;mbex 

INTERVTEWED      1 

ra 

«     1 

Cng  Youn| 

Formcf 
Ofr«r 

MCSAL  Otict  Imhucui 

1      UtUC    ROCt.  A/XAAUl 

1 

Unknown 

^      1 

Q.ll  QliKon 

W>,ic» 

iicr  D<v»L  Pnaooti 

1     WufUAftOO.  O-C 

Uaiuioi 

X        \ 

HilUrr  KodMm  C, 

to* 

W>i,cc. 

■»itr  Oo^L  Pnaexoai 

1    W»*Au,,ioft.  DC 

Uoknom 

X        1 

1                                                              III 

1 

-                                        1                                                              III 

i 

i. 

1 

1 

11.    3ISC0VERY  AND  RSPORTINC: 

a.     Who  diacovered  the  auapacted  violation  and  when? 
Inveetiqator;   in  May  1993 


b. 


Haa  the  auapacted  violation  bean  reported  to  the  Soard  of  Diractora? 
Yea    No     Not  Appltcaflla 


Sy  whoa  and  whan? 


Not  Applicable 


Haa  the  Board  of  Oirectora  taken  action? 
Yee   No    Not  Applicaole 


If  ao,  what  and  whan?   Not  Applleabla 


Haa  the  auapacted  violation  pravioualy  bean  reported  to  federal  or  local  law 
enforcement  or  to  any  federal  or  atata  auparviaory  agency? 
Yaa      X    No 


If  Yee,  Agency: 
Aqent : 

Addreaai  (Clty/S«Ata) 
Talapnona  Humear: 
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Madison  Cuarancy  Savinqa  6  Loan 
CffUBxnai  »«<*rraL  /730CR0196 
Au9uae  18.  1993    Paq*  14 

•  a  caviaw  of  C-.a  Hadlaon  MarkacLnq  OOA  ■eaeamanca,  haXd  by  Canerai  Sank  £  Truac, 
to  datanain*  eho  aeacua  o<  ehac  account  on  tha  data  that  ttso  $3,000  ctiaek  to 
Suaan  McOouqal  waa  writtan.  aa  wall  aa  final  datarratnatlon  on  tha  dlapoai,tlea  of 
tha  funda 

•  a  ravlaw  of  tha  Aaarican  Savinqa  «  Loan,  rallvllla,  Arlcanaaa.  raeerds  ralatlnq 
CO  Chrxa  wada'a  ehacici.nq  account,  to  detarmxna  tha  final  diapoaxtion  of  tha 
S3, 000  chack  wci.ttan  to  him  by  whita  uatar  Oavoiopmant  Corp. 

•  furthar  invaatiqation  :,nto  tha  allaqad  divarsion  of  tha  Paacock  down  paynant  by 
Jim  HcOouqal  for  uaa  i,n  tha  Caatla  Granda  tranaaetion 

•  a  raviaw  of  tha  lourca  of  dapoaita  and  account  activity  in  tha  Bill  Cliaton 
Political  CooDittaa  Account  racerda  at  tha  Bank  of  Charry  Vallay. 

•  furthac  invaatiqation  into  tha  poaaiblo  conflict  of  intacaat  raqardinq  Hillary 
Clinton  raprasantmq  nar  buainaaa  partnar'a  thrift  bafora  anothar  atata  aqaacy, 
whoaa  dapartsant  auparviaor  waa  a  political  appomtaa,  daaiqnatad  by  har  huaeand. 

7c.    :ndicata  whathar  t.'-.a  auapacted  violation  appaara  to  b«  an  iaolatad  incidant  or  whathar 
it  ralacaa  to  othar  tranaactiana.   (Explain) 

This  transaction,  ratnar  ^han  bainq  an  iaolatad  incidant,  waa  raflactiva  of  tha 
practicaa  anqaqad  in  by  HcCouqal,  his  buamaaa  aaaociatas,  and  othar  HCS4t.  insiders 
uitiaataly  rasuitir.q  in  tha  i.isoivancy  and  failura  of  tha  institution. 

S.     EXCLUSION  or  INrORMATZON  F^OH  THE  REFERJIM,: 

Haa  any  partmant  information  bmmn   excludad  from  thia  rafarral  aa  a  raault  of  any  Isqal 

or  othar  restraint? 

';aa     X    No   If  so,  why? 

Hava  the  excluded  inforsiation  or  doeuoanta  baen  seqreqatad  for  later  racriaval? 


HAS  SUSPCCrSS  I>(0IVI3(JAL(S)  HADE  AKT  A0MISSI0NS7 

Yes      X     Mo    If  SO.  who? 

•WITNESSSS: 

List  any  witnesses  who  niqht  have  inforaation  about  the  auapectad  violation  and 
describe  their  position  or  amployinent.  Indicate  if  they  have  been  interviewed.  (Uaa 
conti.nuation  ahaet,  if  neceaaary.  ) 


MAME 

posrnoN 

ADDRESS 
(CTTY/STATE/aP) 

TELEPHONE 
NUMBEX 

INTERVTEWED    i 

TES 

NO 

1. 

K«a  pucoct 

Byiintffi  panAtr  u>i  torn  at 
Quiui  Pucon  in 

BtU  Kaae.Art«aiM 

UakaoM 

X 

1 

E.  OtMUMiua 

BtouMB  ^nncf  o(  OuiWi 
Puren  III/OMiinr  Hvdnaia 

Bald  Xjuo.  AjtMoa 

UOao- 

X 

1 

J.  w  Fiiibntm 

ihn/i  bo)iu««r 

Lini*  Race  AikuHi 

Uakaon 

X 

4. 

Piitieu  H<nu|t 

FbniMr  <n«tm  uuiuiu  lo 
tlinfi  EVT  John  Uikam 

Tb«  ROH  Liv  Ftna 
Liuu  Ract.  AmiuM 

UokM-a 

X 

s. 

Bcixny  BaiutI  icbtittt 

Fbinw  Artum  Suu  Smnuca 
Ocn  &aL  5«>f«aar 

Uul*  BacfcArtwiM 

Ualaon 

X 

4 

Fofiiwr  Omuum  ra  MCSAL 

LiuM  Rao.  Attii—  us/or 

W«k««M».O.C 

Uatao-a 

X 

PLsooais 
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HadKon  Cuarancy  Savinqs  t  Lo«n 
Cc.-.ain*:  a«(«rr«l  /730CR0192 
Au<;usc  i3.  i993   ?«<)•  ♦ 

7*.  EXPLW*AT:OM/0ESCRIPT:om  or  SUSPECTIO  violation.  Pro»id«  t  bri«f  n«rr«elv«  description 
o<  cha  <eci.vi.cy  (jxvinq  ria*  co  cha  rafarral,  axplalninq  what  la  unuaual  or  l.rra<7ulir 
aeouc  e.".a  tranaactlon.  Datails  wi.H  ba  provLdad  licac  In  eha  tora.  TSa  purpoaa  of 
tnia  paraqcapti  ii  to  provida  a  (uuary  deacription  of  t.'ia  ovarail  tranaactlon.  (Lilt 
appiieaola  account  nuncara.) 

Jamaa  S.  HcOouqal  craacad  an  ovardraft  iLtuacion  to  pay  $30,000  to  J.W.  Fulbrlqht 
from  a  whica  wacar  Oavalopraanc  Corporati.on  ('Whlta  Uacar*)  chackinq  account  at 
Madison  Guaranty  Savmqa  £  Loan  ('MCSfiL').  Whita  wacar  is  a  partnarahip 
conaa,ati.-.q  of  Jamas  a.  and  Susan  HcOouqal,  and  Bill  and  Hillary  Rodhaa  Clinton. 
Using  tna  wmta  Watsr  cnack,  HcOouqal  purenasad  a  casniara  clack  payabla  to  J. 
w.  rulbriqnt;  c.la  Fulbrignt  siqnatura  in  c.la  andorsamanc  appaars  to  ba  Jia 
HcOouqal'a  handwriting.  McOouqai  than  raunBuraad  hiaaalf  throuqn  an  allaqad 
author iiad  bonus  payraanc  from  Madison  financial  Corporation  (*Hrc*)  which  was 
paid  diraccly  into  Whita  Watar'a  account  at  HCS&L  par  HcOouqal's  instructions. 

An  additional  S20,000  paynant  waa  mada  to  J.  w.  rulbriqhc  froa  Jim  t  Susan 
HcOo_uqal'a  parsonal  account.  This  chack  was  writtsn  wnan  tfta  personal  account 
waa-airaady  overdrawn  and  auosequantly  overdraw  it  further.  Hare  aqain,  HcOouqal 
purc.iaaad  a  casniara  check  FaY**i«  -o  Fulbright  with  the  check  drawn  on  the 
personal  account.  .".cOouqal  rauruDuraed  hunaelf  throuqn  a  caahiara  check  drawn 
from  .>'.CSSL'a  loan  <iapart:;<ent  caahiara  check  account  and  depoaitad  to  hia  paraonal 
account  to  cover  t.'.a  overdraft. 

All  of  t.hia  activity  occurred  within  a  30  to  3S  day  tiaa  period. 

Pravioua  inveaticat ion  indicated  that  the  HTC  board  of  diraetor'a  oeatinq 
minucea,  adaittedly  :..-.vancsd  during  the  1986  FKLB  examination,  were  contrived  to 
fit  the  tranaactiona  wnich  had  already  occurred.  Thia  referral  alleqaa  tnac  tisa 
board  raaolution  authorizi.ig  t.ha  payment  of  the  bonua  to  McOouqai  waa  an  attampe 
to  hide  the  emfiezzlsraent  of  the  $30,000  by  McOouqai  uaad  to  cover  the  $29,744.87 
overdraft  by  white  water.  The  $20,000  eaahiera  check  appaara  to  be  an  unaecured 
loan  from  MCStL  to  McOouqai.  There  la  no  record  of  a  $20,000  loan  to  McOouqai 
in  the  trial  balance,  nor  waa  one  approved  by  the  board  of  directora  aa  evidenced 
by  t.'-.a  nmutee.  McOouqai  cauaad  the  $20,000  to  be  paid  to  himaalf  to  cover  an 
overdraft  balance  of  S<17.S82.80>  on  his  paraonal  account.  Theaa  two 
tranaactiona  qenerated  a  SSO.OOO  loaa  to  Hadiaon  Guaranty. 

Tb.  Cl'/r  A  CHRONOLOGICAL  AWO  COMPLETE  ACCOUNT  OF  THI  SUSPECTED  VIOLAIIOMt  (Uaa  continuation 
aneec,  if  neceaaary.) 

*  Relate  key  eventa  to  documanta  and  attach  copiea  of  t.hoaa  documenta 

*  Explain  who  benefitted,  financially  or  otharwiae,  from  the  tranaaction,  how  oiuch,  and 
how. 

*  Furniah  any  explanation  of  t.ha  tranaaction  provided  by  the  auapect  and  indicate  to 
whom  and  wnen  it  waa  qivan. 

*  Furniah  any  explanation  of  the  tranaaction  provided  by  any  other  peraon. 

*  Furniah  any  evidence  of  coverup  by  tha  auapect,  or  evidence  of  an  attempt  to  deceive 
federal  or  atata  examiners  or  others. 

*  Indicate  where  the  suspected  violation  took  place  (e.g.,  main  office,  branch,  other). 

*  Recommend  any  further  i.nveatiqation  that  niqht  assist  law  enforcement  in  fully 
examining  the  potential  violation. 

On  4/19/8S  check  /138  for  $30,000  waa  iaaued  to  James  B.  McOouqai  from  Whita 
Water  Oevelopmant  account  ^3301S1S  with  the  notation  'loan  repayment.*  When  t.ha 
check  waa  written,  the  account  balance  waa  $270.13;  when  t.he  check  waa  Core* 
paid.  It  overdrew  the  account  balance  to  $<29, 744.87>. 

McOouqai  endorsed  this  $30,000  chack  to  Earth  Hovara,  Inc.,  a  eoapany  whoaa 
principal  ia  former  Senator  J.  H.  Fulfiriqht.  Eart.h  Movera.  Inc.,  in  turn, 
andoraed  the  check  to  MCS&L  on  April  19,  1985  for  the  purcnaae  of  eaahiera  check 
^Q2S77  drawn  on  HCS«L  account  ^7001312  and  payable  to  J.H.  PulbriqhC.  Tha 
eaahiera  chack  waa  than  depoaitad  ae  Riqga  National  Bank  with  Fulbright 'a 
andoraeaienc.  It  ahould  ba  noted  thac  thia  andoraeBanc  doea  not  t^pifS^^o  ba 
rulbrignc'a;  McOougal  haa  admitted,  in  an  incarviaw  witb  aa  inTaacigativa  team 
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hlcad  by  eh^  Board  of  OLraceoca  in  1987,  chae  tia  had  baan  alqiiin?  t.Mnqa  fee 
Fuibcighc  tee   20  yaaca.   Tha  nandwcietnq  appaara  eo  b«  McOouqai'i. 

According  co  tha  HTC  board  o<  diractor  oaacinq  minueaa  datad  April  17,  1985,  HfC 
auehori.:ad  eha  prapaymant  of  an  annual  bonua  to  Jim  HcOouqal  in  ttta  aoounc  at 
S30.007.  Tha  board  raaoiucion  aeaead  thae  *taid  bonua  ia  to  ba  paid  diractly  to 
whitawatar  Oavalopmane. *  On  April  30,  198S  KFC  mada  ehack  ^1940.  drawn  an 
account  /7000006,  payabla  to  wnitawatar  (aic)  Oavalopmant.  This  ctiack  was 
■  ndoraad  'For  OaposLt  Only*  eo  ttia  wnita  Uatar  Oavalopmant  account  /2301$1S  by 
Whlta  watar  Oavalopmant  (nandwritinq  appaara  to  ba  Craq  younq'a,  who  alio  wrota 
and  siqnad  tha  ehack) .  This  dapoait  brought  tha  balanca  of  tha  account  froa 
S<29,744.a7>  to  S2SS.13. 

Aa  it  haa  alraady  baan  ascabliahad  that  tha  HTC  board  of  dlractora  mlnutaa  wara 
eontrivad,  tha  concluaion  it  that  tha  auchorizad  prapaymant  of  McOouqai'i  annual 
bonua  waa  tunply  a  mathod  to  allow  HcOouqal  to  ambazzla  funds  ehrouqh 
manipulation  of  tha  accounts  which  fit  controllad.  H«  claarly  uaad  tha  whita 
Uat9«  account  to  pay  hii  unkrown  obliqation  to  J.W.  Fulbriqht  and  (chamed  to 
dapriva  Hadiaon  Financial  Corporation  of  funda  to  raiaburaa  tha  Whita  Watar 
account. 

In  similar  faahion,  on  May  IS,  1985.  HcOouqal  issuad,  froo  his  paraonal  account 
/424,  cnaOc  /748  for  320,000  to  MCSSL  for  tha  purchasa  of  caaniars  cnaclc  ^2704. 
When  tha  paraonal  chacx  was  written  tha  balanca  of  tha  account  was  S<S,aaS.30> 
and  whan  it  claarad,  it  ovardrew  tha  account  to  $<2S ,  281. 65>.  Tha  easniara  cnaclc 
payaa  was  J.  w.  Fulbriqht  and  tha  reaittar  waa  indicatad  to  ba  Earth  Kovara,  Inc. 
Tha  chacK  waa  allaqadly  andorsad  by  J.  H.  Fulbriqht  and  dapoaitad  ta  Kiqgs 
National  Bank  on  Hay  17,  1983. 

On  S-20-aS  a  $20,000  cashicra  chack  (/UI2e44)  waa  dapoaitad  to  HcOouqaX's 
paraonal  account  which  claarad  tha  overdraft  and  brouqht  tha  balanca  ta 
52,317.80.  This  caaniara  chack  waa  drawn  on  HCS6X.'a  loan  dapartaant  caaniars 
chack  account  and  appaara  to  Ba  an  unaacurad  loan  to  HcOouqal.  Aecordinq  to  tha 
attached  board  of  directors  mmutaa,  there  ia  no  record  of  board  approval  for  a 
S2O,90O  loan  to  Jia  HcOouqal. 

Hare  aqain.  it  ia  apparent  that  HcOouqal  uaad  HCSSL  funda  (by  way  of  writing  a 
— .  chack  on  insufficient  funds)  to  pay  soaa  typ«  of  obliqation  to  J.  W.  Fulbriqht 
and  then  reimbursed  himaalf  for  the  payment  with  HCSfiL  funda.  It  haa  not  been 
established  whether  funds  cane  back  to  HcOouqal  froa  Fulbriqht.  It  appears  that 
HcOouqal  endorsed  tha  items  for  Fulbriqht  or  poaaibly  forqad  Fulbriqht' s 
siqnaturs,  but  it  is  also  hiqnly  likely  that  Fulbriqnt  allowed  HcOouqal  to  funnel 
money  throuqh  his  account,  qiven  tha  nature  of  thaxr  20  year  relationahip  . 


001013 
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Madiion  Cu*r»ney  Savins;*  fi  Loan 
CCL3i.n*l  a«f«rr«i  /730CaOl96 
Au<;\i«c  13.  1993     ?«<;•  2 

C.  PERSON(S)  SVSPECTTO  QT  CRIMI.NAI.  VIOLATION:  Csaplata  lubparaqrapha  (a)  tftrouqh  [a|  en 
aach  individual  auapactad  of  ecsjsinai  activity.  (I<  oora  than  on*,  uaa  continuation 
■naat).  Includa  primary  tuipacta  only.  Individual*  who  nay  hava  knowladqa  of  tha 
auapact  cziainal  activity,  tut  who  ara  not  t.tamaalvaa  auapaetad  of  bainq  i.nvolvad. 
ahouid  ba  liatad  aa  witneaaaa  undar  Item  10.  Pcovida  any  additional  dataila  known  wit.l 
raapact  to  prior  rafarraia  or  af filiationa. 


NAM£:  (Firat/MI/Laat) 
ADDRESS:  ( Straat/City/Stata/Zip) 
DATE  or  BIHTH:  (Honth/Oay/Yaar ) 
SOCIAL  SECURITY  NO: 


McOouqal.  Jaaaa  B. 
Currant  Addraaa  Onlcnown 
8/25/40 
431-74-S041 


Ralationahip  to  tha  financial  inatitution:   (Chack  all.  applicabla  bloeka) 


x1  orrK:.f 

( 

1    E.-HPI07M 

1   Br»*/ 

il   X 

ShiKHoKUr           ! 

\   Appnutf 

X     1    Oinaor 

( 

1    A,.r>l                    1 

X 

1    Bcn^r 

l|    X 

1   Acnuai  Holder     \ 

I      1  0»ii.r;COB           ! 

If  Mo,  tanninatad  ,  raaignad   X     Data  (Honth/Day/Yaar ) : 

Oaacriba  circunatancai:   (If  nacaaaary,  uaa  continuation  ahaat) 

McOouqal  raaiqnad  frcn  t.'ia  Board  of  Diractora  in  Oacambar  198S;  howavar  ha 
ramainad  activa  i.i  tha  Aaaociation' a  day  to  day  buainaaa  via  hia  involvaoant  i.i 
it'a  wholly  ownad  luoiidiary,  Madison  Financial  Corporation.  Ha  waa  ramovad  from 
any  furt-'iar  affiliation  with  tha  Aaaociation  by  tha  Fadaral  Horn*  Lean  Bank  in 
July  1986. 


If  Yaa,  plaaaa  idantify. 

McDougal  waa  mdictad.  triad  and  acquitted  in  1989  on  bank  fraud  charqaa  atasainq 
from  t.'.a  Caatla  Ccanda  loan  transaction  funded  by  Madiaon  Guaranty  Savinqa  t 
Loan.  In  addition.  ATC  Invaatiqationa  haa  auooittad  t.^a  followinq  eruinal 
rafarraia  naminq  HcSouqai  aa  a  auapact: 

1)  #00004,  suOmitted  9/1/92,  alleqinq  HcOouqai ' a  involvement  in  an  elaborate 
chack  kitinq  icleme  perpetrated  throuqh  various  accounta  at  HCSfiL. 

2)  /730CR0190  allaqinq  HcSouqai's  involvement  m  a  schema  to  divert  loan 
procaada  for  t.-.a  benefit  of  Jim  Cuy  Tucker. 

3)  /730CR019}  alleqinq  MeOouqal'a  participation  with  J.W.  ruibriqht  in  an 
alleqed  acheme  to  emeezxle  and/or  kite  funda  throuqh  HCStL  accounta. 

4)  /730CR019S  allaqinq  HcOouqai 'a  aouaa  of  poaition  and  conapiracy  to  defraud 
MCStL  of  over  SB  million  m  funda  channeled  into  and  throuqh  it'a 
subsidiary,  Hadiion  Financial  Corporation 


or  buainesa  anterpriaa: 
X   Yee   So 


If  yas  to  either  or  both,  pieaae  idantify. 


«:01035 


HcOouqai  waa  tha  principal  aharahoidar  and  Board  Mambar  of  Hadlaon  Bank  £  Trust, 
formerly  tha  Bank  of  Kinqsten.  ,..___ 

McOouqal  ia  a  principal  in  tha  following  bualaaaa  ancarprisaai 
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Hadiasn  Markacinq 
McOouqai  &  Aaaoeiacaa 
riouarwood  rarma.  Inc. 
Pemocook  Manor,  Inc. 
Craae  Southarn  Land  Co. 
Sioitn-Tuckar-McOouqal 
Kinqa  Rivar  Land  Company 


Oaalqnara  Conetruceton 
Madiion  Financial  Corporation 
Whita  Wacar  Oevaiopmanc  Corp.. 
Roliinq  Manor,  Inc. 
Tucker-Smieh-McOouqai 
Sraieh-McOouqal 
Lion  Oil  Company 
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M«d!.ion  Cu«r«ncr  S«vlnq«  fi  Loan 
Crlnln*!  Ra<«rr*i  #730C!l0196 
Auquac  18,  1993     ?»q*   * 


PERSON(S)  SOSPSCrSD  OF  CRIMINAL  VIOLATION:  Csaplac*  ■ubparaqraptia  (•)  Chrouqtl  (•)  on 
•acb  individual  auapocsad  of  er:jainal  acelvicy.  (If  aoro  etian  ona,  uaa  ceneinuacion 
■  tiaac).  tncluda  primary  auapaeca  only.  Indlviduala  who  say  hava  knewladqa  of  t.ta 
■uapact  eruamal  aceivicy,  bue  who  ara  noc  chaaaalvaa  luapaccad  of  balnq  Involvad. 
ahould  ba  liacad  aa  witnaaaaa  undar  Itam  10.  Frevida  any  additional  dataila  known  wicb 
raapace  to  prior  rafarrala  or  af f iliaci.ona. 


NAMZ:  (rirac/MI/LaaC) 

AflOR£SS:  ( Straac/City/Staca/Zip) 


Paacoek,  Charlaa  III 


Rt.  2.  Box  219 

Bald  Knob.   Ackanaaa  72010 


OATt  or  BIRTH:  (Month/Day/Yaar )     Unknown 
SOCIAL  SECJaiTT  NO:  431-68-9294 

Ralacionahip  co  cMa  financial  ir.aeicuciont   (Chaek  all  applieabla  bloeka) 


1   OOietr               1          1    Emplor« 

X     1    Oa«tor              !|          1    A^tnl 

!■  paraon  icill  affiliaead  with  tha  financial  inacitucioni 
Yaa      X     So 

If  Mo,  tarminatad  ,  raaiqned  .   Data  (Monch/Day/Yaar I : 

Oaacriba  circunacancaa:   (If  naceaaary,  uaa  conclnuaeien  ah««C) 

Prior  or  ralaead  rafarrala: 
Imm         No 

If  Yaa,  plaaa*  idancify. 


Is  paraon  affiliacad  with  any  ot.lar  financial  inacitutiont 
Yaa    No   Unknown  ae  t!>la  tuw 


or  Suaxnaaa  antarpriaa: 


If  yaa  to  aitiiar  or  beeti,  plaaaa  idancify. 

cnarlaa  Paacoek  III  ia  a  principal  in  t.la  following  buainoaa  antarpriaaai 

Paacoek  Financial  Corporation  Paacoek  Parma 
Paacoek  Brocnara  Company      KtO  Landacapinq 
Ouiia  Concinantal  Laaainq 
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liadi,ion  CuAcancy  SavLnqs  fi  Lean 
Cruninai  Ra<«crai  ^730CR0I96 
Auquae  la.  199 J     ?aq«  S 

6.  PeRSON(S)  ^USPEC7S9  OF  CXIHINAI.  VIOLATION:  Cofflplata  aubparaqrapha  (a|  throuqix  (a|  on 
•aeb  individual  auapaccad  of  erLai,nai  aceiviey.  (If  ooca  titan  ona,  uaa  eonclnuaclon 
ahaac).  Inciuda  pcunary  auapacci  only.  Individuala  who  oay  hava  Icnowladqa  of  (.".a 
auapacc  eruninal  acciviey,  but  who  aca  noe  ehamaalvaa  auapcceed  of  bainq  involvad, 
attouid  ba  liaead  aa  wLtneaaaa  undar  lean  10.  Pcovida  any  additional  detalla  known  with 
caapaec  to  pci.oe  cafarrala  or  af flliationa. 

a.     NAME:  (Ficae/HI/Laat)  Bill  Clinton  Political  Committaa  Fund 

Account  *   81-313 

AOOR£SS>  (Straat/City/Stata/Zlp)    Bank  of  Charry  vallay 

Charry  Vallay,  Arkanaaa 

DATE  OF  BIRTH:  (Month/Oay/yaar )     Hot  Applleabla 

SOCIAL  SSCJRIT?  NO:  HOC  Applleabla 

b.    Ral.ationanip  to  tha  (inancial  institution:   (Chack  all  applleabla  blocks) 


rr 


Appnucr 


A|CttC 


AcBDuai  Holder 


If  No,  tacrainatad     ■  raaiqnad     .   Data  ( Month/Day/ If  ear ) ; 
Oaacriba  cireumatar.cei:   (If  naceaaacy,  uaa  continuation  aiiaat) 

Prior  or  ralatad  refarrala: 
X  raa  No 

If  Yas,  plaasa  idantify. 

On  Saptamsar  1,  1992,  RTC  Invaatiqationa  aubraittad  eriainal  rafarral  /C0004  in 
eonjunctian  wi.:h  Hadiion  Guaranty  Savinqa  6  Loan,  and  an  alaborata  chack  kitir.; 
•enema  i.nvalvi.nq  accounta  tied  to  entities  related  to  HcOouqal  and  his  buainasa 
asaociatas. 

:■  parson  affiliated  with  any  other  financial  inatitution; 


Sill  and  Hillary  Rodhan  Clinton  ware  borrowers  at  Jim  HeOouqal's  Madison  Bank  and 
Truat  of  Kinqaton,  Arkanaaa;  tha  loan  waa  in  the  naiam  of  Hillary  Clinton, 
alt.louqn  Ms.  Clinton  haa  pravioualy  stated  that  tha  funda  ware  uaed  for  the 
benefit  of  white  water  Oavelopment ,  a  buemese  partnership  between  the  McOouqals 
and  t.he  Clintons.  The  Clinton's  ware  further  affiliated  with  t.he  Bank  of  Cherry 
Valley  throuqh  real  estate  loana  obtained  by  their  buaineaa  intereet.  White  Water 
Oevelopnent,  I.ne. 

or  buainese  enterprise: 
X   fee   No 

If  yee  to  eit.her  or  both,  plaaaa  identify. 

White  Water  Development.  Inc. 
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Hadiion  Guaranty  Savinqa  t   Loan 
Cciatnal  Rafarrai  /730CR0196 
Auquac  13.  1393     Paqa  6 

Ta.  SXPLANAr:0.*WOESCa:?T:OI«  or  SUSPtCrta  VtOtAXION.  Pro»l<l«  a  brla<  nacrativa  daaeciptlon 
of  trie  aceiTtty  giving  riae  to  tfia  cafarrai,  axpiaining  what  La  unuaual  or  lrra<jular 
about  t.la  tranaaction.  Cataila  will  ba  provLdad  latar  La  tha  (ora.  ma  purpoaa  of 
t.lia  paraqrapn  l*  to  provida  a  (uaaarr  daacription  of  tha  ovarall  tranaaction.  (Hac 
applicaDla  account  r.umbara.) 

On  April  5,  1985,  Madiaon  Guaranty  Sarinqa  t  Loan  ("MCSfif),  an  Arkanaaa  ttata 
chartarad  inatitution.  mada  fwo  loana  totalling  $347,000  to  Oarlaa  Paacock  til,  at 
tnat  ti=a  a  anaranoldar  i.n,  and  fonnar  dlractor  of,  MCSSL.  T^a  raaultlnq  loaa  auatainad 
by  t.'-.a  aiaociation  axeaadad  S<]40,000>.  Loan  /2406  for  3297,000  to  Paaeoek'a  company, 
Ouiia  Continantal  LaaaLnq.  waa  allaqadly  for  t.la  pure.taaa  of  29.77  aeraa  of  land 
aoutnaait  of  L;.ttla  Rock  (a  portion  of  tna  ■uodiviai.on  known  aa  Mapla  Craak  raraai,  «nd 
loan  /23S4  for  SSO,000  to  cnarlaa  Paacock  HI,  collataralizad  by  comarcial  air 
conditioning  aquipinant  valuad  at  5273,000,  waa  atlpulatad  for  "buainaaa"  purpoaaa  on 
tha  loan  application.  Howavar,  documanta  containad  in  tha  aaaoclation' ■  fllaa 
aacabliin  that  tha  loan  procaada  wara  act-jally  Intandad  to  aarva  aa  tna  down  paynant 
on  tr.a  aforamantlonad  29.77  acraa.  For  tha  purpoaaa  of  t.lia  rafarral,  t.la  allagationa 
coniainad.  narain  will  involva  only  loan  /2JS4  for  350,000,  altSiouqn  It  la  atronqly 
racommandad  t.-.at  t.'.a  3297.  :00  tranaaction  ba  tnorouqhiy  raviawad  for  potantlal  fraud 
aa  wall. 

Whan  lean  /23S4  waa  fundad  via  caanlar'a  chack  on  April  4,  1985,  ona  day  bafora  tha 
loan  docu.T.anca  wara  act'.:ally  iignad  on  April  S,  Ciarlaa  Paacock  raaittad  only  338,940 
to  tha  cioamq  agant.  Quapaw  Tit  la  Ccmpany,  on  April  S  for  tha  purpoaaa  of  proparty 
down  zaymant.  3y  Paacock' •  own  adaiaaion  in  an  April  1987  dapoaition  (aaa  attachad 
axnibit),  thaaa  funda  wara  luoaaquantly  divartad  by  Jia  McOouqal,  wno  'aada  a  down 
payrrant  on  tha  14Sth  Straat  Proparty*  Involving  "Jim  Guy  Tuckar  and  lavaaal  othar 
paopla  that  ara  involvad  -.rx  it...3o  it  waa  all  kind  of  a  tlad-togathar  oparatlsn.  *  Tha 
proparty  idantifiad  oy  Paacock  la  ccisnioniy  rafarrad  to  aa  Caatla  Cranda,  and  did  In 
fact  mvolva  .'la  HcOougal.  Sua  Guy  Tuckar,  Sacn  Ward,  and  lavaral  othar  Hadiaon 
Guaranty  Savmga  &  Loan  i.iaidara.  R7C  Invaaclgaelona  atrongly  raconmanda  that  tha 
divarsion  of  thaaa  loan  procaada  for  tha  down  paynsane  on  tha  *14Sth  Straat  proparty* 
ba  furthar  invaatigatad  1..1  conjunction  with  thia  rafarral. 

Prior  to  funding  338,940  of  tha  350,000  loan  procaada  to  Quapaw  Tltla  Cctspany  on  April 
S,  1985..  .Paacock  allagadly  divartad  36,000  from  tha  procaada  to  purchaaa  two  caahiar'a 
chacKS  on  April  4,  1985;  chack  numbara  02497  and  Q2498,  drawn  on  MGSU,  account 
^7001312.  lacn  chack  waa  in  tha  aoiount  of  33,000,  aach  waa  purchaaad  la  tha  naaa  of 
aithar  a  Paacocx  ralativa  or  suainaaa  aaaociata,  and  aach  waa  payaola  to  8111  Clinton, 
individually  ratnar  than  tha  3ill  Clinton  Political  Committea.  Thaaa  two  chacka  wara 
suoaaquantly  depositad  to  tha  3ill  Clinton  Political  Connittaa  account  (^81-313)  at  tha 
3ank  of  Charry  Vallay,  Charry  Vallay,  Arkanaaa.  Paacock  allagadly  want  lo  far  ta  to 
purchasa  cainiar'i  cnack  /Q2499  in  tha  aAiounc  of  34.00  to  covar  tha  S2.C0  aaaaaamant 
for  Chacka  /(32497  and  g2498.  At  tha  tiaa  thaaa  caamar'i  chacka  wara  iiauad  on  MCStL'a 
account  /7001312,  it  waa  ovardrawn  by  S<46, 331. 24>. 

On  tha  Sana  day,  rlowarwood  Tarma,  Inc.,  an  antity  ownad  and  oparatad  by  Jaoaa  B.  and 
Susan  H.  HcOouqal.  laauad  chack  /0Q0192  to  Hadiaon  Guaranty  for  33,000;  thla  rafarral 
ra-mcorporataa  tha  allagation  containad  in  pravioualy  •ubmittad  RTC  criainal  rafarral 
/C0004,  that  thaaa  funda  wara  usad  to  procura  MCStL  caaniar'a  cnack  /<32496  for  33,300, 
purchaaad  in  tha  nada  of  foraar  aanator  J.  w.  Tulbrlgne  and  payabla  to  tha  Sill  Clinton 
Campaign  Fund.  According  to  information  ootainad  from  an  Intarviaw  withJamaa  8. 
McOougal,  conductad  by  foraar  Spacial  Invaatlgaciva  Counaal  Jaff  Gacriih  of  tha  Maopnia 
law  fira  3orod  t  Huggms,  hirad  by  tha  HGS6L  3oard  of  Oiraccora  in  lata  1986  to 
mvaatigata  tha  McOougal '■  activitiaa  at  tha  thrift,  McOougal  adalttad  tnat  nm  had  baan 
"iigning  documanta*  for  Sanator  Fulbrignt  "for  twanty  yaara*.  landing  a  acrong  dagraa 
of  procaoility  that  tha  caaniar'a  chack  In  quaaelon  waa  in  fact  purchaaad  by  McOougal, 
and  octainad  In  conjunction  with  tha  two  cnacka  from  Paacock,  aa  avidancad  by  tha 
saquantial  ordar  of  tha  chacka  (/g2496,  2497,  2498  and  2499).  It  ahould  bm  notad  that 
tha  iignatura  on  tha  Flowarwood  Faraa  chack  la  allagadly  that  of  Suaan  McOougal. 
Howavar,  it  beara  no  raaamclanca  to  Ma.  McOougal' a  aignatura  aa  it  appaara  on  numaroua 
othar  MGS6L  documanta. 

In  addition,  chack  /688  for  33,000  payabla  to  tha  Bill  Clinton  Campaign  Fund  waa  laauad 
from  Jaoaa  8.  McOougal' a  paraonal  account  on  April  4,  1985,  aignad  by  Sujiia  McOougal, 
wnich  appaara  to  ba  har  actual  aignatura.  Aa  pravioualy  rafarancad  ?S~Rf\.  crialnai 
rafarral  #C0004,  thia  chack  waa  writtan  on  tha  McOougal' a  account  whan  tha  balanca  waa 
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Madlaon  Cu«e<ner  S«vln«a  fi  Lo«ii 
Cruninai  Xafarrai  ^730010196 
Au9uac  IS.  ;99J    7«q«  7 

•c  a  na^Af.xM  S<7.S9T.73>;  tn«  eiiack  w«a  {area  paLd.  allaqadly  on  HcOauqai'a  «uctieri;r, 
autoaa^anely  evardcawinq  tn«  aceeune  ;o  $<I0,a97.7]>.  3oeA  eha  ehaek  tcea  HcOouqal'a 
paraenai  aeeoune  and  eaanlac'a  chack  /Q2496  wara  dapoaLead  into  eha  laoa  S1.1.X  cilaesn 
Political  Coami,eta«  aecoune  ae  cna  Sank  ot   CAarty  Vailay. 

Tha  SSO.COO  loan  to  Charlaa  Paacoek  ti:,  from  which  $6,000  In  caapaiqn  contrlbut;.ens 
wara  mLaappropriatad,  raaultad  in  a  S48,S00  loaa  to  tha  aaaeelatien.  ?ha  $373,000 
wortn  of  eoacMceial  air  conditionLnq  unLta  eollatarallsinq  tnia  loan  wara  appraxaad  ae 
S1,!00,  and  ultimataly  aold  aa  aalvaqa  an  raoruary  12,  1990,  to  Llttla  Reek  eonnarelil 
air  condisioninq  contractor  Jonn  May,  titua  raducmq  tfta  $50,000  dabt  to  $48,500.  TMa 
appaara  to  b«  axeaaaivo  daprac  nation  for  lucn  allaqadly  hlqn  dollar  eoinmarc:,al 
aquipmant.  iuBaaquantly  landlnq  ccadibllity  to  allaqationa  of  falaa  itataaanta  on  cla 
oriqmal  valua  of  tha  eollataral,  and  an  lapliad  Intant  to  dafraud  fadaral  axaainara. 
Aa  notad  in  tha  axaainar'a  workpapara  contamad  In  tha  1986  thrift  axam,  'thaaa  a/e 
unita  wara  purchaaad  by  Chaa  ?aacock  at  an  auction  of  naw  buildinq  aquipnant  around 
82/83  for  a  fraction  of  thair  oriqinal  coat... Mr.  Oanton  (MCSfiL  loan  offiear  3on 
Oanton),  howavar,  ia  not  awara  of  tha  condition,  location,  or  fair  okt  valua  of  thia 
eollataral  althouqh  ha  doaa  know  that  Paacoek  ia  eurrantly  In  poaaaaaion  of  $OKg 
(aaphaaia  addad  by  FHra  axammar)  of  tha  unita...*.  Tha  axaainar'a  eemaanta  qo  on  to 
nota  that  althouqn  a  loan  loaa  raaarva  waa  probably  nacaaaary  for  tnia  loan,  tha  aoount 
t.hat  should  hava  Baan  raaarvad  waa  maatizabla  at  tha  tioa. 

Smulati.-.q  a  pattern  aiailar  to  tha  April  4,  1985  eanpaign  contribution*,  comparabla 
tranaactisna  cotallinq  an  additional  $10,500  appaar  to  hava  occurred  in  both  February 
and  Oetceer  of  1985.  The**  tranaactiona  conaiatad  of  funda  fore*  paid  throuqn  overdrawn 
HCSSL  accounta  atyled  Madiaon  Markatmq  (a  McOeuqai  owned  antity) ,  and  White  w«t*r 
Daveiocraent  Corporation  (a  partneraRip  conaiatinq  of  Jia  t  Suaan  McOouqal,  aad  Sill  £ 
Hillary  Kodhan  Clinton),  ^n  addition  to  funda  froto  Jia  MeOouqal'a  peraonal  account. 
The  iuo^eet  eheeka  were  payaole  to  thrift  inaidar*  and/or  McOouqal  relative*  for 
amount*  of  53,000  to  $4,500.  Th*  procaed*  from  each  of  theae  tranaactiona  can  not  Be 
eonpletely  traced  By  ATC  Invaatiqation*  due  to  t.h*  involvement  of  other  financial 
inatitutiona  over  wnich  the  RTC  haa  no  juriadiction.  Should  thaaa  allaqationa-  be  proven 
durmq  any  enaumq  inveatiqation.  tha  potential  loaa  to  tha  aaaoeiation  froa  paysant 
of  campaign  contributiona  could  exceed  $22,000. 

The  Arkaosaa  State  Coda  la  apeeifie  with  reqard  to  tha  contribution  and  acceptance  of 
eaatpaiqn  funda.  Title  7  (Clectiona),  Chapter  6,  Subchapter  2  (7-6-203)  of  tha  Code 
■tataa  under  the  following  paraqrapha: 

(a)  *:t  shall  Be  unlawful  for  any  candidate  for  any  public  office,  or 
any  person  actmq  in  the  candidate's  Benalf,  to  accept  campaiqn 
eontrisutions  m  excesa  of  one  t.houaand  dollara  ($1,000)  per  any 
elaetion. . . '  (this  amount  w«a  amended  dcwn  from  51,500  in  1990.) 

(B)  *:t  snail  Be  unlawful  for  any  peraon  to  make  a  contribution  to  a 
candidate  for  puolie  office  or  to  any  peraon  actmq  in  the 
candidate's  bahalf  wnich,  in  tha  aqqraqata,  axeeede  one  t.houaand 
dollara  ($1,000)  per  election...*  (aqain  amended  down  from  $1,500  in 
1990) 

(q)  *Tt  ah^ll  Be  unlawful  for  th*  Covernor,  Lieutenant  Governor, 
Secretary  of  State  (etc.)... to  accept  a  contribution  durinq  tha 
period  beqmninq  thirty  (30)  daya  before  and  endinq  thirty  (30)  daye 
after  any  reqular  sesaion  of  the  general  aaaembly. . . .Ourinq  such 
periods  of  time  it  shall  Be  unlawful  for  any  person  to  premiaa  a 
contribution  to  tha  aforementioned  elected  officiaia.* 

■  Tha  two  $3,000  cashier's  eheeka  (/Q2497  and  Q2498),  plus  HcOouqal's  personal  chack  ^688 
for  53,300,  and  Flowerwood  Farm*  chack  /  000192  u**d  to  purchase  caahiar's  cheek  /Q2496 
for  S3, COO,  totalinq  $12,000  in  campaiqn  contribution*  allaqedly  made  on  April  4,  198S 
By  McOouqal  and  Peacock,  were  subsequently  depoeited  to  tha  Bill  Clinton  Political 
Committae  account  (/81-313)  at  the  Bank  of  Cherry  Valley.  Th*  Sank  of  Cherry  Valley  ia 
located  m  Cherry  Valley,  Arkanaaa,  a  small  community  approxiaataly  160  ailea  northaase 
of  Little  Rock.  Thia  waa  not  the  only  account  maintained  at  th*  Bank  of  Cherry  Valley 
with  wnicn  Bill  Clinton  wae  aaeociated;  Whita  Water  D*v*lopm*nc  Corporation  had  two 
real  eetate  loana  with  the  bank  ae  well.  Th*  aourca  of  funda  utilised  M7S*oa*  of  the 
payment*  on  t.hee*  loana  ar*  diacuaead  ia  RTC  criminal  referral  /C0004.   Accerdinq  to 
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Madiaon  Cuaraney   Savi.nqa    6    Loan  I 

Cruai.nal    Rafarrai    /73CCR0196 

Auqusc    la,    ;>93  7aqa    i  I 

Lnforaacion  obeai,nad  from  cha  Arkanaaa  Staea  Banking  Cooniaaion,  eh*  aan*  Indlvlduala 
who  ownad  tFia  Bank  of  Charry  Vallay,  Roland  wilsnira  and  Lax  Coldan.  aca  or  wara  cna 
prineipaXa  at  cna  ona  bank  holding  company  (c.la  Madiaon  Corperaeion)  ee  wnoa  Jaaas  a. 
McOouqal  told  hia  failinq  Hadiaon  Bank  t  Truae  ot  Klnqaton.  Arkanaaa.  in  aarly  19a7. 
In  addicion,  Hauriea  Sfflxth,  a  principal  and/or  loan  offiear  at  7ha  Bank  of  Carry 
Vallay,  waa  allaqadly  a  lonq  euaa  asaoeiaea  ot  and  fraquane  callar  co  Jaoaa  B. 
McOouqal.  aa  nocad  By  cna  HCSfiL  phona  loq  racorda. 

Tha  Arkanaaa  Coda  (urchar  icacaa  undar  TlCla  7,  Cftapcar  6,  Sufichapcar  2  (7-«-201)  c.la 

(ollowinq  *3a{ini.tiona*  : 

(1)  *...  *?araon*  maana  any  individual,  propriacoraliip,  firm, 
parcnarani.p,  ;oinc  vancura.  lyndicaca.  Labor  union, 
buainaaa  cruac,  company,  corporacion,  aaaociaeion, 
conm;,ecaa.  or  any  ocliar  arqanxiacion  or  qroup  of  p«raona 
accinq  in  concarc...* 

(2)  (A)      'Coneribucion*  maana,   wriathar  dlrace  or   Indiraec, 
—       advancaa,  dapoaici.  or  cranafara  ot   funda,  concracca,  or 

obliqaciona,  whacnar  or  noe  laqally  anforeaaola, 
paymanci.  qifta,  luoacripciona.  aiaaaananca,  paynanc  for 
•arv.eaa,  duaa,  advancamanca,  forSaaranca.  loana,  pladqa 
or  promi.a«  of  monay  of  any-e.ninq  of  valua,  whacnar  or  noe 
laqally  anforcaaola,  zo  a  candidaea,  coaniccaa,  or 
holdar  of  aiacciva  offica.  mada  for  cna  purpoaa  of 
influancinq  cna  nominacion  or  alaccion  of  any  candidaea. 

Thia  rafarral  allaqaa  cnac  MCSCL  ownar  and  CZO,  Jaoaa  B.  McOouqal.  and  HCSSL 
■haranoidar  and  formar  Oiraccor,  cnarlaa  ?aacock  III.  noe  only  violaead  cnair  fiduciary 
raaponaiBiliCy  :o  cnair  acaca  cnarcarad.  fadaraily  inaurad  chrifc,  bue  furcAar 
conapirad  co  niaappropriaca  cnrifc  funda  for  cna  purpoaa  of  aakinq  lllaqal  eaopaiqn 
eoneribuciona  co  cna  banafic  of  Axkanaaa  Covarnor  Bill  Cllneon,  aubaaquancly  violacinq 
cna  aforamancionad  tcaca  acacuea.  In  addieion.  McOouqal  furenar  violaead  cnia  acaeuea 
wien  zfi*  S3. 000  concribucion  from  nia  parional  accoune.  plua  cna  S3. 000  in  funda  froa 
hia  riowarwood  rarma.  Inc.  anciey,  which  wara  allaqadly  divarcad  for  cha  purehaaa  of 
caaniar^i  enack  t   Q2496. 

Ourinq  cha  April  198S  cim*  frama  in  which  chaaa  $13,000  in  concribuelona  w«ra  aada. 
•«•  Jane*  3.  McOouqal  and  Bill  Clmcon.  alonq  wie.h  chair  wivaa,  Suaan  H.  McOouqal  and 
Hillary  Rodham  Cli.icon,  wara  buainaaa  parcnara  in  Whita  Waear  Cavalopmane,  Inc.,  aa 
pravioualy  nocad.  Alao  durinq  April  1985,  Hillary  Clincon.  a  parcnar  in  cna  Roaa  Law 
Firm  of  Liccla  Rock,  waa  aceinq  aa  counaal  co  Hadiaon  Cuarancy  Savinqa  in  cnair 
capraiancaciona  co  cha  Arkanaaa  Sacuriciaa  Daparcsanc .  Ma.  Clincon  waa  aolicieinq 
approval  'or  cna  chrifc  co  auchoriza  and  laaua  a  claaa  of  prafarrad  acock,  which  would 
provida  badly  naadad  capieal  for  cha  e.nrifc.  Thia  caquaae  occurrad  durinq  a  CLaa  in 
which  cna  cnrifc  waa  aiqnif icancly  balow  cha  raquirad  rULB  capiealiiaeion  llmiea.  par 
Cha  K?MC-?aae  audie  diacuaaad  in  RTC  criainal  rafarral  ^730010193.  OChar  docuaaneacion 
and  ;nainoranda  obcainad  from  cha  HCS&L  fllaa  mdicaca  chac  chia  waa  noe  cha  only  cioa 
cnac  McOouqal  and/or  MCStL  V/V  John  Laenaa  raquaaead  Ma.  Clincon' a  apaeiflc  laqal 
aaaiseanca  iri  addrasamq  aanaieiva  chrifc  iaauaa  ( aaa  aeeachad  axhibici),  raehar  than 
ueilizmq  John  Saliq  of  Cha  Miccnall  firm,  who  aarvad  aa  Canaral  Counaal  Co  HG5U.. 

Tha  conmunicaeiona  raquaacinq  approval  co  laaua  a  prafarrad  claaa  of  tcock  occurrad 
bacwaan  Hillary  Rodham  Clincon  and  Bavarly  Baaaaee  (Schaffar)  (aa«  accacnad  axhibicai. 
a  formar  parcnar  wich  cha  Hiechall  law  fira  of  Lieela  Rock,  whoa  had  baan  appeinead  co 
har  scaea  poac  aa  cha  Savinqa  6  Loan  Sup«rviaor  by  chan  Covarnor  Bill  Clincon.  Ha. 
Baaaaee  had  pravioua  knowladqa  of  Madiaon  Cuarancy  Savinqa  «  Loan  froa  nar  canura  wich 
Cha  Hiee.-.all  fim.  MCSSL  racorda  concainad  a  3/14/84  Daao  ( a««  aeeachad  axhibic  7-1) 
from  M9.  aaaaaec  co  har  law  parcnar,  Jim  Cuy  Tuekar.  raqardinq  Jia  McOouqal  and  Ciria 
Wada'a  acciviciaa  in  con-junccion  wich  Caapoballo  laland  and  Chair  failura  co  proparly 
comply  wich  Cha  Incaracaca  Land  Salaa  Ace  (IS  a.S.C  1701).  Thia  laaua  la  addraaaad 
ac  lanqeh  in  RTC  criminal  rafarral  *703CH0199.  In  har  ma«».  Ma.  Baaaaee  poinea  ouei 

•Tha  failura  co  comply  wieh  cha  Ace  in  connaccion  wieh  ona  or  cwo  pravioua 
land  davalopmanc  pro^acea  ia  aoo*  avidanca  chac  cha  failura  onca  aqain  co 
comply  bich  Cha  Acc  waa  willful  and  noe  ]uac  a  naqliqanc  ovaral^WC* 
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Madiion  Cu«Cinty  S*vinq»  fi  La«n 
CruBinii  Re£«rC4l  ^730ca0196 
Auqu«t  18,  -993     P«g«  10 

70.    GIVE  A  CHRONOLOGICAL  \fO   COMPLETE  ACCOUNT  OF  THt  SUSPECTED  VIOLATXON:  (Ut»  conttnuatlcn 
■na«c,  ii   nce*s«acy.) 

•  Ralaca  kay  avanta  to  docvunancs  and  attach  eopiaa  of  thoia  doeufflanca 

2/1S/8S  White  Water  Davelopnent  Corporation  liauaa  check  /000132  on  account 
/3301S1S  (or  $3,000,  payable  to  Chria  Wada,  and  allaqadly  ilqned  by  Jaaaa 
a.  HcOouqal:  however,  the  aignatura  appeara  to  reaemBle  that  o<  Susan 
MeOougal,  a  frequent  occurrence,  and  one  that  waa  addreaaed  at  lanqta  -.n 
RTC  criminal  referral  /C0004.  When  the  check  waa  written,  the  white  w«e*r 
account  w«a  overdrawn  S<1,S91.03>,  brinqinq  the  balance  to  S<4,391.a3> 
when  the  chacic  waa  force  paid,  allegedly  on  Jia  McOouqal'a  authorization. 
The  check  waa  endoraed  *?or  Oepoait  Only*,  and  depoaited  to  an  account  at 
Aoierican  Savinqa  t  Loan,  Tallville,  Arkanaaa.  Xaauanea  of  thia  cheek  to 
Chria  Wade,  a  Madison  Guaranty  inaider  and  HeOouqai  buainaaa  partner,  la 
beinq  alleged  as  a  potentially  illegal  campaign  contribution. (Exhibit  A-1) 

2/2&^SS  Check  /616  is  issued  froffl  Janes  3.  McOougal's  personal  account  #000424,  in 
the  amount  of  S4,S0O,  payable  to  his  mother,  lorane  HcOougal,  and  signed 
by  Susan  McOougal.  These  funda  were  diverted  from  the  proceada  of  a 
S3S1,S02  loan  granted  to  the  HcOougal'a  by  HCS&L  for  the  purpose  of 
purchas;.ng  and  renovating  a  home;  proceeds  having  been  deposited  iato 
their  account  on  2/2Z/BS.  This  diversion  of  funda  was  also  addreaaed  in 
RTC  cri.-ni.nal  referral  /  C0004.  Prior  to  thia  deposit,  t.^•  McOougal's 
account  was  overdrawn  in  excess  of  $<S,OOQ>.  Again,  the  allegation  is  sat 
forth  that  these  funda  ware  potentially  utilized  for  illegal  eaapaign 
contributions. (Exhibit  A-2)  t 

4/4/8S  Flowarwood  Tdrms,  Inc.  iaauaa  check  /000192  foe  33,000  to  Madison 
Guaranty,  drawn  on  MCSfiL  account  #2301361,  and  allegedly  signed  by  Susan 
HcOougal;  however  the  signature  bears  no  reaemfilanca  to  other  doeuaasts 
containing  Ha.  McOougal's  signature.  There  is  no  endorsement  on  the  back 
of  the  check  with  the  exception  of  t.he  "Pay  to  any  bank'  scamp.  Thia 
referral  alleges  that  these  funds  were  utilized  to  purchase  HCSiZ. 
cashier's  check  /  Q249S  for  S3, 000.   (Exhibit  B-1) 

MCSSL  cashier's  check  /  Q2496  for  S3, 000,  payable  to  'Bill  Clinton 

Campaign  Fund'  and  remitted  by  J.  w.  Fulbright,  is  drawn  on  MCSSL  account 

"■^  ■  #7001312  (overdrawn  by  S<46,a31.24>  at  the  tiaa).   The  check  la  endorsed 

Tor  Caposit  Only  Bill  Clinton  Political  Coramittaa".  (Exhibits  8-2,  3-i) 

Check  #688  is  issued  on  Jamas  B.  McOougal's  personal  MCStZ.  account 
#000424,  for  S3, 000  payable  to  "Bill  Clinton  Campaign  Fund",  signed  Sy 
Suaan  McDougai.  The  check  ia  endorsed  "For  Oepoait  Only  Bill  Cliaton 
Political  Committee."  The  check  force  paid  on  May  3,  1985,  overdrawing 
McOougal's  account  to  S<10,397. 73>.  (Exhibit  C-1,  C-2) 

4/4/8S  MGStL  cashier's  check  #  LN2461  for  SSO,000,  drawn  on  account  /  7001347,  is 
issued  to  the  "Account  of  Charles  Peacock,  III'  denoting  UJ  f  2354-70  and 
identifying  a  UCC-l  financing  statement  and  collateral  of  Air 
Conditionere.  The  check  ia  endorsed  by  Charlee  Peacock  IIX.  (Exhibit  0-1) 

An  MCS6L  counter  check  for  S6,000,  payable  to  Madlaon  Guaranty,  la  Issued 
on  account  #15253,  and  signed  by  Charles  Peacock  III.  (Exhibit  0-2) 

4/4/85  MCSfiL  cashier's  check  #  Q2497  for  S3, 000,  payable  to  "3111  Clinton'  and 
remitted  by  Ken  Peacock  (MCSSL  shareholder,  son  and  buelneaa  partner  of 
Charlea  Peacock  III),  ia  drawn  on  MCSSL  account  #7001312  (still  overdrawn 
by  S<46,3ai.24>.  )  The  check  ia  endoraed  Tor  Oepoait  Only  Bill  Clinton 
Political  Committee.'  (Exhibit  0-3,  0-4) 

MCSSL  caehier'9  check  #Q2498  for  $3,000,  payable  to  'Bill  Clinton*  and 
remitted  by  'Oean*  (actually  'Oene')  Landrum  (MCSSL  shareholder  and 
buaineaa  aaaociate  of  Charlee  Peacock  III  in  a  cotspany  called  5"jJ**"( 
Hydraulica  -  sea  exhibtta  0-4  and  0-6),  la  drawn  on  MCSSL  ^Jgjht  #7001312 
(again,  still  overdrawn).  The  check  ia  endoraed  Tor  0«pinn.X  Only  Bill 
Clinton  Political  Caomittae.*  (Exhibit  0-S,  0-6) 
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2ND  CASE  ot   Level  1  printed  in  FOLL  foxnaC. 

UNITED  STATES  OF  AMERICA,  PLAIirriFF  v.  JAMES  B.  MCDOOGAL. 
JIM  GUY  TUCKER,  and  SUSAN  MCOOUGAL,  DEFENDANTS 

NO.  LR-CR-95-173 

UNITED  STATES  DISTRICT  COURT  FOR  THE  EASTERN  DISTRICT  OF 
ARKANSAS,  WESTERN  DIVISION 

906  F.  Supp.  499;  1995  U.S.  Disc.  LEXIS  17482 

November  15,  1995,  Decided 
November  IS,  1995,  FILED 

DISPOSITION:    [**ll    The  motion  to  dismiss  £or  lacJc  of  jurisdiction  (document 
no.  65)  denied.  James  McDougal's  motion  to  adopt  (document  no.  105)  granted. 

COUNSEL:  ATTORNEYS  FOR  PLAINTIFF:  Kenneth  W.  Starr,  Esq.,  W.  Ray  Jahn,  Esq., 
Bradley  E.  Lerman,  Esq.,  Amy  J.  St.  Eve,  Esq.,  OFFICE  OF  THE  INDEPENDENT 
COUNSEL,  Little  Roclc,  Arlcansas. 

ATTORNEYS  FOR  DEFENDANTS:  JAMES  McDOUGAL  -  Sam  T.  Heuer,  Esq.,  Little  Roc)t, 
Arlcansas.  JIM  GUY  TUCKER  -  William  H.  Sutton,  Esq.,  FRIDAY,  ELDREDGE  &  CLARK, 
Little  Rock,  Arlcansas.  George  B.  Collins,  Esq.,  COLLINS  &  BARGIONE,  Chicago, 
Illinois.  James  J.  Lessmeister,  Esq.,  ARNOLD,  GROBMYER  &  HAliEY,  Little  Roclc, 
Ar)cansas.  SUSAN  McDOUGAL  -  Bobby  McDaniel,  Esq.,  Jonesboro,  Arlcansas.  Jenniffer 
Horsin,  Esq.,  FEDERAL  PUBLIC  DEFENDER,  Little  Roclc.  Arkansas. 

JUDGES:  George  Howard,  Jr.,  UNITED  STATES  DISTRICT  JUDGE 

OPINIONBY:  George  Howard,  Jr. 

OPINION:    [•499]    ORDER 

Defendants  have  filed  a  motion  to  dismiss  the  indictment  for  lack  of 
jurisdiction  and  for    [*500l    violation  of  their  due  process  rights  for 
alleged  prejudicial  interference  with  the  grand  ]ury.  nl  The  Independent  Counsel 
counters  that  he  has  jurisdiction  by  virtue  of  the  conflict-of-interest 
provision  under  28  U.S.C.  •  591 (c) (2) . 


-  Footnotes - 


nl  Defendant  Jim  Guy  Tucker  ("Tucker")  originally  filed  the  motion  to  dismiss 
on  September  25,  1995.  Defendant  James  B.  McDougal  ("James  McOcugal")  has  moved 
to  adopt  the  motion  to  dismiss,  which  is  granted.  Defendant  Susan  McDougal 
("Susan  McDougal")  also  filed  a  motion  to  adopt  Tucker's  motion  which  was 
granted.  In  addition,  Susan  McDougal  has  filed  her  own  motion  to  dismiss  which 
includes  the  arguments  raised  by  Tucker  in  the  instant  motion. 


................  -End  Footnotes-  --------.------■ 

[••21 

The  August  17,  1995,  Indictment  charges  defendants  Jim  Guy  Tucker  ("Tucker) 
James  3.  McDougal  and  Susan  H.  McDougal  with  criminal  wrongdoing  in  financial 
transactions  involving  Madison  Guaranty  Savings  4  Loan  Association  ("Madison") 
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and  Capital  Management  Services,  Inc.  ("CMS») .  The  Indictment  charges  inter  alia 
that  Tucker  engaged  in  a  scheme  with  the  McOougals  and  Oavid  L.  Hale,  who  was 
president  of  CMS,  to  defraud  Madison  and  CMS. 

In  order  to  understand  the  arguments,  a  review  of  the  relevant  statutory 
provisions  is  necessary.  The  Ethics  in  Government  Act  of  1978,  as  amended  by  the 
Independent  Counsel  Reauthorization  Act  of  1994,  28  a.S.C.  ••  S19-599  (the 
"Independent  Counsel  Act"),  permits  the  Attorney  General  to  request  that 
Independent  Counsel  be  appointed  in  certain  circumstances.  Under  9  591 (b),  the 
Attorney  General  may  request  that  an  independent  counsel  be  appointed  when  her 
preliminary  investigation  discloses  that  certain  named  individuals  in  the 
Executive  Department  may  have  violated  the  law.  These  individuals  include  the 
President  and  Vice  President,  the  Director  of  Central  Intelligence,  Commission 
of  Internal  Revenue,  auid  high  rauiking  Executive  Office  officials.    [**3l 

The  Independent  Counsel  states  that  «  591 (b) . is  inapplicable  in  this 
situation,  as  the  Attorney  General  in  this  instance  proceeded  under  9  591(c) (2). 
"Pursuant  to  a  591(c),  the  Attorney  General  may  also  conduct  a  preliminary 
investigation  of  persons  not  named  in  9  591(b)  if  an  investigation  by  the 
Attorney  General  or  other  Department  of  Justice  official  'may  result  in  a 
personal,  financial,  or  political  conflict  of  interest.'"  Morrison  v.  Olson,  487 
U.S.  654,  660  n.  2,  101  L.  Ed.  2d  569,  108  S.  Ct.  2597  (1988). 

If  the  Attorney  General  determines  that  further  investigation  or  prosecution 
is  warranted,  she  shall  apply  to  the  Special  Division  of  the  Court  for 
appointment  of  an  independent  counsel.  The  Act  gives  the  Special  Division  the 
power  to  choose  who  will  serve  as  independent  counsel  and  to  define  his  or  her 
jurisdiction.  28  U.S.C.  •  593(b).  Morrison,  437  U.S.  at  678. 

The  Attorney  General  requested  the  appointment  of  an  independent  counsel  on 
July  1,  1994.  n2  She  requested  that  the  Special  Division  provide  the  independent 
counsel  with  the  same  jurisdiction  it  had  granted  Robert  S.  Fisice,  Jr.,  who  the 
Attorney  General  had  appointed  on  Jeuiuary  20,  1994,  to  act  as  regulatory 
C**4]   independent  counsel  to  take  over  all  investigations  relating  to  Madison. 
n3 


-Footnotes- 


n2  On  June  30,  1994,  President  Clinton  signed  into  law  "The  Independent 
Counsel  Reauthorization  Act  of  1994." 

n3  The  Attorney  General  defined  Mr.  Fisice' s  authority  in  a  final  rule 
codified  at  28  C.F.R.  «  603.1. 


................  -End  Footnotes-  .-.---.-.---..-- 

In  her  application,  the  Attorney  General  stated  the  following: 

I  have  concluded  that  the  circumstances  of  this  matter  call  for  the  appointment 
of  an  independent  counsel  pursuant  to  23  U.S.C.  9  592(c) (1) (A),  because 
investigation  by  the  Department  of  Justice  of  the  allegations  of  violations  of 
criminal  law  by  McDougal  and  other  individuals  associated  with  President  and 
Mrs.  Clinton  in  connection  with  Madison  Guaranty  Savings  &  ]:,oan,  Whitewater 
Development  Corporation,  and  Capital  Management  Services,  Inc.,  would  present  a 
political  conflict  of  interest.  See  Independent  Reauthorization  Act  of  1994,  9 
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4(a)  (wnending  28  U.S.C.  •  S91(c)). 

The  Special  Division  appointed  Kenneth  H.  Starr  a*  Independent  Counsel 
[**S]    on  August    [*501]    5,  1994.  n4  The  Special  Division's  order  defined 
the  jurisdiction  of  the  Independent  Counsel  as  follows: 

Kenneth  W.  Starr,  Esq.,  ...  is  hereby  appointed  Independent  Counsel  with  full 
power,  independent  authority,  and  jurisdiction  to  investigate  to  the  max].mura 
extent  authorized  by  the  Independent  Counsel  Reauthorization  Act  of  1994  whether 
any  individuals  or  entities  have  committed  a  violation  of  any  federal  criminal 
law,  other  than  a  Class  B  or  C  misdemeanor  or  infraction,  relating  in  any  way  to 
James  B.  McOougal's,  President  William  Jefferson  Clinton's,  or  Mrs.  Hillary 
Rodham  Clinton's  relationships  with  Madison  Guaramty  Savings  fc  Loan,  Whitewater 
Development  Corporation,  or  Capital  Management  Services,  Inc. 

The  Independent  Counsel  shall  have  jurisdiction  and  authority  to  investigate 
other  allegations  or  evidence  of  violation  of  any  federal  criminal  law,  other 
than  a  Class  B  or  C  misdemeanor  or  infraction,  by  any  person  or  entity  developed 
during  the  Independent  Counsel's  investigation  referred  to  above  and  connected 
with  or  arising  out  of  that  investigation. 


The  Independent  Counsel  shall  have  jurisdiction  and  authority  to  see)c 
indictments  and   (**€]    to  prosecute  any  persons  or  entities  Involved  in  any  of 
the  matters  described  above,  who  are  reasonably  believed  to  have  committed  a 
violation  of  any  federal  criminal  law  arising  out  of  such  matters  .  .  . 

.  .  .  The  Independent  Counsel,  as  authorized  by  28  U.S.C.  •  S94,  shall  have 
prosecutorial  jurisdiction  to  fully  investigate  and  prosecute  the  subject  matter 
with  respect  to  which  the  Attorney  General  requested  the  appointment  of 
independent  counsel  .  .  .  and  all  matters  and  individuals  whose  acts  may  be 
related  to  that  subject  matter  .  .  . 


-  Footnotes - 


n4  The  Special  Division  is  a  division  of  the  United  States  Court  of  Appeals 
for  the  District  of  Columbia  which  is  authorized  to  appoint  independent 
counsels.  It  consists  of  three  circuit  court  judges  or  justices  appointed  by  the 
Chief  Justice  of  the  United  States  to  serve  for  a  two-year  period.  One  of  the 
judges  must  be  from  the  United  States  Court  of  Appeals  for  the  District  of 
Columbia  and  no  two  judges  named  may  be  from  the  same  court.  28  U.S.C.  •  49. 


-End  Footnotes - 


The   [••7]    authority  of  the  Independent  Counsel  to  investigate  and 
prosecute  persons  other  than  those  designated  as  'covered*  under  •  591(b)  has 
been  recognized  by  other  courts.  See  e.g.  United  States  v.  Clarridge,  811  F. 
Supp.  S97  (D.D.C.  1992).  Indeed,  defendants  do  not  argue  that  section  591(c) 
only  applies  to  "covered  persons."  Thus,  that  defendants  do  not  fall  within  the 
definition  of  "covered  persons"  under  section  591 (b)  is  irrelevant  to  the 
Independent  Counsel's  aut.hority  to  investigate  and  prosecute  under  section 
591(c)  matters  relating  to  the  subject  matter  to  which  the  Attorney  General  has 
requested  the  appointment.  There  is  no  question  that  the  indictment  in  this 
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case  involves  the  subject  matter  o£  the  Attorney  General's  request. 

Susan  McOougal  argues  that  section  591(c)  does  not  apply  to  her  because  she 
is  not  'someone  who  poses  a  conflict  of  interest  problem  with  the  Department  of 
Justice."  The  conflict  of  interest  determination,  however,  ia  not  for  Susan 
McOougal  to  make.  Rather,  the  Attorney  General's  decision  to  seek  the 
appointment  of  Independent  Counsel  is  hers  to  make,  and  is  not  reviewable  in  any 
court.  28  U.S.C.  9  592(f). 

Defendants  further  argue  that  if  the  basis   [**9]    of  the  appointment  of  the 
independent  counsel  is  the  Attorney  General's  conflict  of  interest,  then  her 
failixre  to  file  a  notice  of  recusal,  pursuant  to  28  U.S.C.  9  S91(e)(2)  is  fatal. 
The  Court  disagrees. 

The  specific  recusal  provision  sets  forth  the  standards  when  the  Attorney 
General  must  recuse  and  the  procedure  for  doing  so.  Thus,  recusal  is  required 
where  the  Attorney  General  has  a  personal  or  financial  relationship  with  the 
person  being  investigated.  Here,  the  Attorney  General  asserted  merely  a 
political  conflict  of  interest,  and  thus,  the  requirement  of  section  S91(e) (2) 
that  the  determination  warranting  recusal  be  in  writing  is  not  applicable. 

[*5021    In  sum,  the  Court  finds  that  jurisdictional  grant  to  the  Independent 
Counsel  was  proper  and  that  the  Independent  Counsel  has  the  authority  to 
prosecute  these  defendants. 

Defendants  also  argue  that  the  indictment  should  be  dismissed  for  violating 
their  due  process  rights  and  Federal  Rule  of  Criminal  Procedure  S (d) .  That  is, 
they  contend  that  as  Judge  Moods  determined  that  the  Independent  Counsel  did  not 
have  authority  to  prosecute  Tucker  in  an  earlier  indictment,  the  Independent 
Counsel  was  without  authority  to  be  in  the  grand   [♦•91    jury  room  presenting 
evidence  in  this  case. 

Rule  S (d)  provides  that  only  government  attorneys,  the  witness  testifying,  a 
court  reporter  and  interpreter,  if  necessary,  shall  be  present  while  the  grand 
jury  is  in  session.  The  presence  of  the  Independent  Counsel  as  a  government 
attorney  is  therefore  authorized.  Defendants'  attempt  to  bootstrap  Judge  Moods' 
dismissal  of  the  earlier  indictment  into  a  finding  that  the  Independent  Counsel 
was  an  unauthorized  person  is  without  merit. 

An  indictment  may  not  be  dismissed  for  errors  in  grand  jury  proceedings  or 
prosecutorial  misconduct  unless  defendants  have  demonstrated  that  they  were 
prejudiced  by  misconduct.  Bank  of  Nova  Scotia  v.  United  States,  487  U.S.  250, 
254,  101  L.  Ed.  2d  228,  108  S.  Ct.  23S9  (1988) .  See  United  States  v.  Manthei, 
979  F.2d  124,  126  (8th  Cir.  1992)  (indictment  may  be  dismissed  only  if 
prosecutorial  misconduct  was  flagrant  and  caused  substantial  prejudice  to  t.'ie 
defendant) .  Defendants  have  not  pointed  to  any  misconduct  which  would  rise  to 
the  level  of  "flagrant."  Judge  Moods'  dismissal  pertains  to  the  authority  of  the 
Independent  Counsel  to  present  the  matters  to  the  grand  jury.  Judge  Moods  did 
not  dismiss  the   [*»10l    earlier  indictment  because  of  some  misconduct  on  the 
part  of  the  Independent  Counsel. 

Furthermore,  defendants  cannot  demonstrate  any  prejudice.  Defendants' 
argument  that  the  present  indictment  is  somehow  the  fruit  of  a  poisonous  tree 
(that  is,  the  earlier  dismissed  indictment)  is  without  merit.  "The  grand  jury's 
sources  of  information  are  widely  drawn,  and  the  validity  of  an  indictment  is 
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not  affected  by  the  character  of  the  evidence  considered.  Thus,  an  indictment 
valid  on  its  fact  is  not  subject  to  challenge  on  the  ground  that  the  grand  jury 
acted  on  the  basis  of  inadequate  or  incompetent  evidence  .  .  .  '  United  States 
V.  Calandra,  414  U.S.  338,  344-45,  38  L.  Ed.  2d  561,  94  S.  Ct.  613  (1974).  Grand 
jury  proceedings  are  afforded  a  strong  presumption  of  regularity,  and  defendants 
in  this  case  have  not  met  their  burden  of  overcoming  the  presumption.  See  United 
States  v.  Kouba,  822  F.2d  768,  774  (8th  Cir.  1987). 

Accordingly,  the  motion  to  dismiss  for  lac)c  of  jurisdiction  (document  no.  65) 
is  denied.  n5  James  McOougal's  motion  to  adopt  (document  no.  105)  is  granted. 


nS  Defendants'  request  for  oral  argument  on  this  issue  is  denied. 
..--......  -End  Footnotes-  ---------- 


[••11] 

IT  IS  SO  ORDERED  this  ISch  day  of  November,  1995. 

George  Howard,  Jr. 

UNITED  STATES  DISTRICT  JUDGE 
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In  the  first  trial  of  the  Whitewater  investigation,  a  jury  today  convicted 
President  Clinton's  former  business  partners  of  fraud  and  other  crimes  for  a 
chain  of  bad  loans  issued  by  an  Arkansas  savings  and  loan  association  in  the 
1980's. 

James  B.  McDougal,  the  owner  of  the  savings  association,  was  convicted  on  18 
felony  counts,  and  his  former  wife,  Susan,  was  convicted  on  four  felony  counts. 
The  third  defendant,  Gov.  Jim  Guy  Tucker  of  Arkansas,  was  convicted  on  one  count 
of  conspiracy  and  one  count  of  mail  fraud,  both  felonies,  and  announced  that  he 
would  resign  by  July  15  to  prepare  his  appeals.  As  a  result,  the  President's 
home  state  will  now  be  governed  by  a  Republican,  Lieut.  Gov.  Mike  Huckabee,  who 
is  also  a  candidate  for  the  United  States  Senate. 

The  verdict,  following  a  12 -week  trial  in  which  President  Clinton  and  Mr. 
McDougal  were  the  only  witnesses  to  testify  for  the  defense,  was  a  victory  for 
the  staff  of  the  Whitewater  independent  counsel  just  as  it  was  coming  under 
heavy  criticism  by  supporters  of  the  White  House  as  being  partisan. 

The  independent  counsel,  Kenneth  W.  Starr,  said  in  a  Washington  news 
conference  that  he  was  "encouraged"  by  the  verdict,  the  first  in  the 
30-month-old  Whitewater  investigation,  which  remains  open. 

Before  the  McDougal -Tucker  trial,  the  independent  counsel  had  struck  nine 
plea  agreements,'  including  one  with  former  Associate  Attorney  General  Webster  L. 
Hubbell,  who  admitted  stealing  from  Che  law  firm  where  he  had  worked  with 
Hillary  Rodham  Clinton,  and  others  with  a  string  of  minor  figures,  most  of  them 
associated  with  Mr.  McDougal' s  savings  association. 

President  Clinton  said  he  accepted  today's  verdict  and  expressed  personal 
sorrow  for  the  defendants,  a  White  House  statement  noted  simply  that  Mr.  Clinton 
had  not  been  charged  in  the  case.  [Page  B8.1 

When  the  President  was  asked  this  evening  whether  the  jurors  had  not  believed 
him,  he  replied:  "You  ought  to  ask  them  chat.  I  doubt  that.  I  doubt  that  chat's 
what  was  going  on . " 

But  the  guilty  verdicts  were  unwelcome  news  ac  the  White  House,  which  has 
recently  had  some  success  in  leaving  the  matter  behind  for  the  Presidential 


835 


The  New  York  Times,  May  29,  1996 

campaign.  Republicans  quickly  seized  on  Che  result. 

"AC  5  P.M.  today,  Che  cover-up  began  to  unravel  as  Clinton's  hometown  jury 
found  Clinton's  partners  guilty,*  said  Speaker  Newt  Gingrich's  spokesman,  Tony 
Blankley,  who  called  a  reporter. 

Moments  after  the  verdict  was  announced,  the  nine  women  and  three  men  who  had 
deliberated  for  seven  days  left  the  crowded  courtroom  here,  caking  cheir  cabbed 
loose-leaf  nocebooks  and  reams  of  heavily  scribbled  legal  pads  with  Chem,  along 
wich  any  choughcs  chey  may  have  had  abouc  Che  credibility  of  Che  Presidenc's  cwo 
and  a  half  hours  of  videocaped  cescimony. 

In  a  scacemenc  read  by  a  Federal  marshal,  Che  jurors  said  chey  wanced  Co 
assure  Che  public  Chac  "we  have  served  wich  pride  and  incegricy." 

While  Che  defense  had  puc  greac  hopes  in  Mr.  Clincon's  cescimony,  Che  jurors' 
voce  --in  which  chey  accepced  24  of  30  councs  --  seemed  co  indicace  chac  ic  did 
noc  oucweigh  che  all  che  evidence  offered  by  che  prosecucion. 

Several  jurors  said  this  evening  chac  chey  believed  Che  Presidenc's  Cescimony 
and  did  noc  believe  che  testimony  of  David  Hale,  the  main  prosecution  witness. 
Nonetheless,  chese  jurors  said,  chey  voced  for  che  conviccions  because  chere  was 
so  much  evidence  ocher  than  Mr.  Hale's  cescimony  that  implicated  the  defendants. 

"David  Hale  perjured  himself  on  the  wicness  stand,"  said  Colin  C.  Capp,  an 
automobile  salesman  on  che  jury.  "The  President  cocally  discredited  Hale's 
Cescimony.  Buc  che  documencary  evidence  againsc  che  Chree  was  overwhelming." 

Mr.  Hale  is  a  confessed  felon  who  cold  che  jurors  chac  he  had  conspired  wich 
Che  McDougals  and  Mr.  Tucker  co  issue  fraudulenc  loans  of  abouc  S3  million.  Mr. 
Hale  also  said  he  had  issued  one  of  Che  Federally  backed  loans  afcer  Mr.  Clincon 
had  soughc  ic,  an  accusation  Chac  che  Presidenc  adamancly  denied. 

Federal  invescigacors  revealed  at  che  crial  that  almost  SSO.OOO  of  the 
$300,000  loan  Mr.  Hale  issued  co  Mrs.  McDougal  had  ultimately  wound  up  paying 
for  expenses  for  the  Whitewater  land  venture.  On  all  che  charges  involving  che 
loan  in  which  Mr.  Hale  said  che  Presidenc  had  a  role,  che  jury  came  back  wich 
guilcy  verdiccs  againsc  che  McDougals. 

"I  don'C  know  if  chey  disbelieved  che  Presidenc  --  maybe  chey  jusc  didn'C 
believe  me,  I  don'C  know,"  Mr.  McDougal  said  on  Che  courchouse  seeps. 

In  his  commencs,  Mr.  SCarr  played  down  the  significance  of  Mr.  Hale's 
cescimony  by  nocmg  chac  che  case  had  been  builc  primarily  on  a  complicaced 
paper  Crail. 

"We  obviously  are  gratified  by  che  verdict,"  he  cold  reporters  outside  his 
office  building,  across  che  streec  from  che  Juscice  Deparcmenc .  "Ic  was  an 
elaborate  documentary  case,  noc  jusc  a  cescimonial  case,  and  Chac  required 
duciful  atcencion." 

Mr.  SCarr  has  had  co  fend  off  cricicism  in  recenc  weeks  abouc  his  concinuing 
CO  work  as  a  privace  lawyer  while  also  running  chis  case.  He  seemed  co  have  chac 
cricicism  in  mind  when  he  said  today  Chac  his  role  in  Che  office  had  noc  been  co 
make  all  decisions  unilacerallv. 
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■What  we  have  inscituced  in  this  office,  as  I  have  said  publicly  before,  is  a 
very  careful,  elaborate,  deliberative  process,'  Mr.  Starr  said.  "It  is  not  the 
judgment  of  one  individual.  It  is  the  judgment  of  a  group  of  professionals." 

Senator  Bob  Dole,  the  presumptive  Republiczui  candidate  for  President,  was 
cautious  in  his  response  to  the  verdict.  "I  haven't  commented  on  Whitewater 
since  Day  1,  so  I  won't  comment  on  today's  whatever,"  Mr.  Dole  said  today.  "I've 
just  sort  of  stayed  out  of  it.  The  White  House  has  been  saying,  'D'Amato,  Dole, 
all  this  stuff,'  and  I  have  never  made  any  comment." 

Not  all  Republicans  were  so  restrained.  Mr.  Blankley  said,  "It  is  a  blade 
night  at  spin  control  central  in  the  White  House . " 

Senator  Alfonse  M.  D'Amato,  the  Mew  York  Republican  who  has  served  as 
chairman  of  a  committee  investigating  Whitewater,  said  tonight:  "For  those  who 
said  that  there's  no  there  there,  the  verdict  in  Little  Rock  says  that  they're 
wrong.  It  validates  the  work  of  the  committee  and  its  efforts  to  uncover  how  it 
is  that  millions  and  millions  of  taxpayers'  money  was  lost  in  a  system  that 
benefited  political  cronies." 

Under  a  compromise  worked  out  between  the  Republicans  and  Democrats  in 
Senate,  Mr.  D'Amato' s  committee  must  complete  its  work  next  month,  and  the 
Senator  said  he  would  hold  to  that  agreement . 

"We're  going  to  conclude  our  work  by  June  14,  and  the  report  will  be  made 
available  on  the  17th, "  he  said. 

Senator  D'Amato  said  the  verdict  showed  "that  there  is  more  to  that  than  just 
being  political." 

For  Mr.  Clinton,  the  first  sitting  President  since  Gerald  R.  Ford  to  provide 
testimony  in  a  criminal  case,  the  spectacle  of  his  participation  so  concerned 
him  that  he  ordered  his  lawyers  to  take  steps  in  court  to  prevent  the  public 
release  of  his  videotaped  deposition. 

But  the  outcome  today  is  not  expected  to  be  the  last  time  Mr.  Clinton  will 
have  to  testify  in  a  case  brought  by  Mr.  Starr,  as  defendants  in  a  second  case, 
set  to  begin  in  June,  have  already  issued  a  subpoena  for  Che  President's 
testimony.  In  that  case,  the  owners  of  a  small  Arkansas  bank  that  held  deposits 
of  Mr.  Clinton's  have  been  accused  of  hiding  contributions  to  several  campaigns, 
including  Mr.  Clinton's  campaign. 

Mr.  Clinton  is  expected  to  be  questioned  in  that  case  about  his  1990  decision 
to  appoint  one  of  the  bankers  to  the  Arkansas  Highway  Commission,  a  plum 
patronage  post.  That  banker  is  accused  of  hiding  illegal  campaign  contributions 
before  chat  appointment . 

Other  aspects  of  Mr.  Starr's  inquiry  also  remain  open.  For  example,  he  is 
still  reviewing  the  circumstances  surrounding  the  disappearance  of  some  billing 
records  from  Mrs.  Clinton's  former  law  firm  in  early  1994,  records  that  had  been 
sougnt  by  investigators.  A  White  House  aide  said  she  had  found  the  records  in 
the  book  room  of  the  White  House  residence,  a  few  paces  from  Mrs.  Clinton's 
office,  in  August  1995.  They  were  turned  over  to  investigators  this  year,  nearly 
two  years  after  the  first  subpoena  was  issued  for  them. 
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Mr.  McDougal  had  once  been  a  close  political  ally  and  business  partner  of  Mr. 
Clinton.  But  in  the  last  four  years,  he  has  been  a  source  of  political 
difficulty.  He  drew  the  President  into  the  case  by  obtaining  a  subpoena 
requiring  Mr.  Clinton  to  testify  in  order  to  challenge  the  credibility  of  Mr. 
Hale,  a  pivotal  player  in  most  of  the  counts  against  the  defendants. 

Six  of  those  counts  concerned  an  improper  $300,000  loan  Mr.  Hale  had  issued 
in  198S  to  Mrs.  McOougal  through  his  Federally  backed  company.  Capital 
Management  Services . 

Investigators  have  said  nearly  $50,000  of  the  lo2Ln  wound  up  paying  the 
expenses  for  the  230 -acre  Ozarks  land  venture  at  the  juncture  of  Crooked  Creek 
and  the  White  River  that  Mr.  McDougal  named  Whitewater.  Federal  regulations  at 
the  time  permitted  Mr.  Hale  to  approve  such  loans  only  for  economically 
disadvantaged  borrowers,  under  a  Federal  program. 

Mr.  Hale  testified  that  he  had  issued  the  loan  after  it  had  been  requested  by 
Mr.  Clinton  and  that  the  Governor  had  insisted  that  his  name  not  appear  on  any 
documents  in  the  transaction.  Mr.  Hale  also  said  that  Mr.  McOougal  had   sought 
that  loan  and  others  to  take  care  of  the  "political  family'  in  Arkansas. 

Mr.  Clinton  was  called  to  refute  Mr.  Hale's  testimony  and  raise  questions 
about  liis  character.  Defense  lawyers  calculated  that  the  jury  would  decide  to 
take  the  word  of  the  President  over  that  of  an  admitted  felon  wno  is  about  to 
enter  prison. 

On  the  last  day  of  the  trial,  after  Mr.  McDougal  had  testified  for  two  days, 
defense  lawyers  played  the  testimony  of  the  President.  Videotaped  a  few  days 
earlier  in  the  room  in  the  White  House  where  Roosevelt  had  in  another  era 
charted  the  course  of  World  War  II,  Mr.  Clinton  steadfastly  denied  that  he  had 
ever  discussed  any  business  with  Mr.  Hale. 

Prosecutors  had  accused  the  McDougals  and  Mr.  Hale  of  a  variety  of  fraud 
violations  involving  a  complex  web  of  loans  that  prosecutors  asserted  had  been 
intended  to  loot  both  the  McDougals'  savings  association  and  Mr.  Hale's 
investment  company.  Both  institutions  were  backed  by  the  Federal  Government,  and 
the  losses  from  the  two  were  ultimately  borne  by  taxpayers. 

During  the  trial,  the  prosecutor,  W.  Ray  Jahn.  sketched  a  portrait  of  a 
series  of  fraudulent  land  deals,  typically  at  vastly  inflated  prices  intended  to 
generate  false  profits  and  through  the  use  of  front-men. 

The  fraudulent  transactions  included  eight  loans  of  more  than  S3  million  from 
Madison  and  Capital  Management  m  the  1980' s.  One  of  the  central  deals  was  an 
$825,000  loan  that  Madison,  with  the  assistance  of  Mr.  McDougal  and  Mr.  Tucker, 
lent  to  an  associate  of  Mr.  Hale. 

Mr.  Tucker  faces  a  maximum  sentence  of  five  years  in  prison  and  fines  of  up 
to  $250,000  for  each  count  on  which  he  was  convicted.  He  is  facing  a  second 
indictment  on  Federal  bankruptcy  fraud  charges. 

On  each  of  IS  counts  on  which  he  was  convicted,  Mr.  McDougal  faces  a  maximum 
sentence  of  five  years  in  prison  and  a  fine  of  up  to  $250,000.  The  other  three 
counts  carry  a  maximum  sentence  of  two  years  in  prison  and  a  fine  of  up  to 
$250, 000. 
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Mrs . '  McOougal  also  faces  a  maximum  sentence  of  five  years  in  prison  and  a 
fine  of  up  co  $250,000  on  three  of  the  counts  against  her,  and  two  years  in 
prison  and  a  fine  of  $250,000  on  the  fourth  count. 


Mr.  Clinton  was  aslced  whether  the  jurors  had  not  believed  his  videotaped 
testimony,  in  which  he  denied  accusations  by  the  Government's  main  witness, 
David  Hale,  that  Mr.  Clinton  sought  an   improper  loan  when  he  was  Governor  of 
Arkansas . 

CORRZCTION-DATE:  May  30,  1996,  Thursday 

CORRECTION: 

An  article  yesterday  about  the  conviction  of  President  Clinton' s  former 
business  partners,  in  the  first  trial  of  the  Whitewater  investigation  into  a 
failed  savings  and  loan  association,  omitted  a  word  in  some  editions  and  thus 
misstated  the  question  to  which  the  President  was  responding  when  he  said:  "You 
ought  to  ask  them  that.  I  doubt  that.  I  doubt  that  that's  what  was  going  on.'  (A 
related  article,  about  the  White  House's  response  to  the  verdict,  also  reflected 
the  error.) 

GRAPHIC:  Photos:  Gov.  Jim  Guy  Tucker,  top,  left  court  yesterday  after  his 
conviction  in  a  Whitewater- related  case.  James  B.  McDougal  and  his  ex-wife, 
Susan,  who  is  shown  arriving  at  court  earlier  in  the  day,  were  also  found 
guilty.  (Associated  Press)  (pg.  AD  ;  Kenneth  W.  Starr,  the  Whitewater  counsel, 
said  yesterday  that  he  was  encouraged  by  the  verdicts  in  the  first  trial  in  his 
30-month  investigation.  He  spoke  at  a  Washington  news  conference.  (Agence 
France-Presse) ;  President  Clinton  and  Leon  E.  Panetta,  the  White  House  chief  of 
staff,  walking  to  meet  with  reporters  yesterday  in  Washington  after  the  verdicts 
in  the  Whitewater- related  trial  in  Little  Rock,  Ark.  (Associated  Press)  (pg. 
B8) 
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UNITED  ST^ES  OF 

V. 

JAMES  Bf.  M< 
JIM  GUY  TUi 
SUSAN 


COUN-l  ONE 
INTRODUCTION 
Cimes  material  to  this 
(a)  "Madison  Guaranty  Savings  &  Loan  Association  ("MGSL") 
was  a  state-chartered,  federally  insured  savings  and  loan 
association  located  in  Little  Rock,  Arkansas.  Its  deposits . were 
insured  by  the  Federal  Savings  and  Loan  Insurance  Corporation 
("FSLIC"). 

n  ^ 

]  ,    (b)   Madison  Financial  Corporation  ("MRCN  was  a  wholly 

i  \  \  \ 

owned  subsidiary  of  MGSL.   It  engaged  in  real  estatis  investment  and 


^ 


development. 

(c)  Defendant  JAMES  B.  MCDOUGAL  was  an  owner '^f  MGSL  and 
the  pireylQent  and  chairman  ol  th;  Eoar3  of  directors  of  MFC. 
Defendant  JAMES  B.  MCDOUGAL  owned  over  60%  of  the  stock  of  MGSL. 
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(d)  Defendant,_SGSftN — H-. — JlCDOUGAL  was  the  wife  of 
defendant  JAMES  B-^^CDOUGAl,  and  owned  appr6i(imacely  12%  of  the 
stock  of  MGSU/^  Defendant  SUSAN  H.  MCDOUGAL  wasNalso  a  licensed 
real  estdta/broker,  wijD-r"5fked  for  RTSi-soQReal  Esta^  Company,  a 
division  jof  MFC.  /l5efendant  SUSAN  H.  MCDOUGAL  rfeqeived  Mmmissions 
from  the  sale/of  property  owned  by  MFC.  \    \ 

/  in)  The  Federal  Home  Loan  Bank  Board  ("FH^BB"'J  was  an 
agency/ of  the  United  States  Government  established  to  regulate  and 
supervtLse  (savings  and  loan  institutions  insured  by  the  FSLIC.   The 

M  M 

FHL3B  1  examined  insured  institutions  to  assure  that  they  were 

■  \  i     ! 

operated  an  a  safe  and  sound  manner  and  in  conformity  wich 
applicable  \laws  ajid   regulations.  /   / 

\  (£>)   The  Small  Business  Administration  /T'SBA'' )  was  an 

\  \  y     ^ 

agency  of  xhe\  United  States  Government  with^^esponsibdlity  for 
providing"  fiuanxiial  assistance  to  small  ^^.d  ^■j -jaH-u-awf  «/^o^ 
businesses.  The  SBA  funded  .and  regulated  a  program  for  small 
business  investment  companies  ("SBICs").  SBICs  were  privately 
owned  investment  companies,  supported  through  SBA  funding,  and 
mandated  to  provide  financing  to  certain  qualified  small  business 
concerns.  An  SBIC  was  eligible  to  receive  leveraged  funding  from 
the  SBA. at  a  ratio  of  as  much  as  four  to  one,  thatX  is,  for  every 
one  dolla^of  private  capital  invested  in  an  SBIC;  the  SBA  could 
invest  up  to  four  dollars  in  additional  capital.  \ 
•  (g)   Capital  Management  Services,   Inc.   ("CMS")  was  a 

privately  owned  SBIC  licensed  by  the  SBA  and  located  in  Little 
Rock,  Arkansas.   Under  S3A  regulations,  CMS  was  authorized  to  make 
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nomically  a 


business 


purpose 


the  SBA  for 
things,  th 

:he  money,  the  amoun 
he  financing  terms, 
(i)   The  amount  of  money  t] 


borrower  |wa9  limited  by  SSA  regulacions 


any  one 


Those  regulations 


provided  that  an  SBIC  could  not  lend  any  one  borrower  more  khan  30% 

\  '  '      I 

of  the\S3rC's  private  capital.   Prior  to  April  1986,  CMS  could  not 

'.   \  /   / 

lend  any  one  borrower  more  than  $150,000.   In  or  about  April  1986, 

'   \  /    / 

CMS's  len'din*^  limit  increased  to  $300,000  to  anyone  borrower. 

fresiden^ 


N)  \pavid  L.  Hale  was  an  owner  anji-^f^e  Presideht  of  CMS. 

(k) Xp^fendant  JIM  GUY  TUCKER  waa  dn  attorney  in  Little 
Rock,  Arkansas,  whc  represented  MGSL,  CMS  and  David  L.  Hale  in  a 
variety  of  matters.  As  an  attorney  for  MGSL,  defendant  JIM  GUY 
TUCXSR  had  a  fiduciary  duty  to  represent  the  institution  honestly, 
faithfully,  and  without  conflict  of  interest.  Defendant  JIM  GUY 
TUCKERrvas  a  partner  in  certain  business  ventureteV  with  defendant 

''  v\ 

JAMES  Bi  MCDOUGAL.   Defendant  JIM  GUY  TUCKER  alsto  Nborrowed  from 

'V  \ 

MGSL    anri  N^h-rmigh    varioug    bua-inpgg    pnf.-i  h-i  p^g ,     fT-nni.^rMgv 

'<  (1)   Dean  Paul  Ltd.,  Inc.   ("Dean  Paul  Ltd.")  was  a 


\ 


corporation  controlled  by  Dean  Paul,  a  business  associate:  cf  David 
L.  Hale  and,  on  occasion,  a  client  of  defendant  JIM  GUY  TUCKER. 


843 


(m)   Cascle 


incorporaced  on 

system  from  MFC 

:r  owned  two- 


JAMES  B.  MCDOUGAL, 
JIM  GUY  TUCKER,  and 
SUSAN  H.  MCDOUGAL, 


/ 


defendants \here in,  and  others  known  to  the  Grand  Jury,  including 
David  L.  KalV,  did  Icnowingly  and  willfully  combine/ conspire,  and 
agree  with  eacn^ other  to  commit  offenses  again^C^he  United  States, 
to  wit:       \ 

(a)  to  Icnowingly  .and  willfully,  and  with  intent  to 
defraud,  misapply  and  cause  to  be  misapplied  the  monies,  funds  and 
credits  of  MGSL,  in  violation  of  Title  IS,  United  States  Code, 
Section  657; 

i_  (b)  to  knowingly  and  willfully  make,  rand  cause  to  be 
made,  false  entries  in  the  books  and  records  of \  ^GSL  with  the 
intent  toydefraud  the  institution  and  deceive  the^^LBe,  an  agency 
of  the  United  States,  and  its  examiners  appointed  to  exaniine  MGSL's 
condition,  in  violation  of  Title  18,  United  States  Code)^  Section 

10  OS; 
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7  ciliiJ 
indirect 
ion  of  MGSL,  with 


iced  St 
United  State 
knowingly  and  willfully 
nusnies,  funds  and  credits 
by  the 


share  in 
property 
3  defraud 
thereof,  in 


comDanv  licen 

I         I 
United  States  Code,  Section  657; 


1   I  (e)   to  knowingly  and  wi2.1fully  make,  and  cause  to  be 

\       \  I       I 

made,  -falee  entries  in  the  books,  reports  and  atatemer^ts  of  CMS,  a 

// 
BA,/  with  the 

efraud  the  United  States,  an  agency  thereof,   and 


intent 


\o  V' 


officers,  fixsmiiners  and  auditors  thereof,  in  ^(ix^ation  ox  Title  18, 
United  5tate&vC6de,  Section  1006;  and 

(f)  to  knowingly  ^nd  willfully  make,  and  cause  to  be 
made,  in  various  loan  applications,  false  statements  for  the 
purpose  of  influencing  the  actions  of  CMS  in  the  making  of 
fraudulent  loans,  in  violation  of  Title  .8,  United  States  Code, 
Section  1014. 


Object  of  the  Conspiracy 

3.    It  was  an  object  of  the  conspiracy  that  th4  defendants 

'would  and  did  fraudulently  conduct  the  affairs  of  MGSL  V^i*^  CMS  to 

generate  readily  available  funds  to  be  used  by  them,  or  at  their 
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direccion,  co  benefit  theiri_jj3ia£_llJi3^iness  vencures,  or  to  reward 
chose  who  would,  op-^id,  assise  thetr. 

4.  ic  was  further  an  object  of  the  con^iracy  that  the 
defendants  ^ould  and  did,..£*«uduriiULly--«tj^ture  finahcial  dealings 
with  MGSl/and  CMS/Cb  conceal  from  examiners,  avl<itors,  ^nd  others, 
the  def^ndanc^'  interests  in,  and  benefits  derived  f:*om,  those 
transact iond. 


t  was  further  an  objec 


hat  the 


defendiants  engaged  in  fraudulent  and  nominee  transactions  in  which 

'    '      '  I   i 

assets  were  transferred  for  the  purpose  of  generating  ;  fraudulent 

profits  or"  disc,-ising  frwm  examiners   and  auditors  the  true 

ownership  of  the  assets. 

6.  \  It,  was  further  an  object  of  the  conspiracy /  that  the 


other  fraudulent 


defendants\rfOUld  and  did  engage  in  "land  flip' 

transactions  \f or.  the  purpose  of  financing  individual  investment 
opportunities  in  which  the  individual  defendants  bore  no  personal 
risk,  while  MGSL,  MFC  and  CMS  bore  the  entire  risk. 


Manner  and  Means 
The  Pse  and  Control  of  MGSL.  MFC  and 
7!.  \       It  was  a  part  of  the  conspiracy  that  defendants  JAMSS  B 
MCDOUGAUand  SUSAN  H.  MCDOUGAL  together  contro 


.n 


\-r 


1  xh*  majority  of 

:   --^ ^   \ 

the  stock  of  MGSL  and  directed,  influenced  and  controlled  tne 

business  affairs  of  MGSL  and  MFC.  \ 
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art  of  the  conspiracy  Chat  David  L. 
of  Che  8CocK"o^  CMS  and  managed  and 


pagc- 


Che  conspiracy  ChaC  Che 


business  dealL^gs  and  rn^scmentvs  thaC  were 
involved  opporCunicies  for^shared  profits. 
se  invesCmenCs  and  Co  pay  ochen,insitiCucions 
I  granced  to  chem  Co  engage  in  Cheir  pusiness 
activi'cies,  it  was  necessary  to  obtain  a  continuous  stream  of  loans 
and  fiinancmg.  | 

It  wa£.   furcher  a  part  of  the  conspiracy 


lac  Che 


10.  'It  wa£.   furcher  a  part  of  the  conspiracy  tit 

\  /   / 

defendanCs  needed  to  obtain  funds  and  financing  in  a/  manner  chaC 

V  \  /     ' 

would  not  attract  the  accencion  of  examiners  and  audiCora,  expose 

\  \  y    L 

MGSL  or  CMS  C^  cricicism  by  regulacors,  or  appeal  Co  violace  scace 
and  federal  regulacions.  Thus,  defendanCs  scruccured  CraneacCions 
-^  and  generaCed  fraudulenC  paperwork,  when  necessary,  in  order  Co 
make  chose  transactions  appear  to  be  consistent  with  sound  business 
practices  and  existing  regulacions,  even  when  they  were  not.  This 
was  of  particular  concern  in  late  1985  aiid  early  1986,  when 
defendant  JAMES  B.  MCDOUGAL  expecCed  Chat  an  examinacion  of  Che 

n 

affairs I  of  MGSL  would  soon  be  conducced. 

i  \ 
11. \  It  was  further  a  part  of  the  conspiracy  that  Che 


defendancs,  aware  of  laws  and  regulations  limiting  andNconCrolling 


,che  total  amount  of  funds  Chat  could  be  lent  by  CMS  op  any  one 
borrower/;'  the  limited  category  of  eligible  borrowers ,  and  the 
limited/  purposes  for  which  funds  could  be  loaned,  took  steps  to 


u 


847 


fraudulently  circumvent  those  laws  and  regulations,  by,  among  other 
things,  arranging^^&dr  CMS  to  make  fraudulent  loans  to  benefit 
themselves  or  ifneir  friends  and  business  associ!^es,  using  false 
and  fraudulent  loan  applic,aJtj.on3  and  .pjiiagosals.  submitted  on  behalf 
of  nomine^  borrow^ifs,  and  secured  by  insuffici^t  collateral . 
/     /  Fraudulent  Transactions      \^    \ 

12/.  ir/  was  further  a  part  of  the  conspiracy  that  the 
defendants/ would  and  did  arrange  for  a  fraudulent  loan  to\be  made 
by  MGSL  to  finajice  a  fraudulent  real  estate  transaction  in  order  to 
generate  more  than  $500,000  of  private  capital  to  be  paid  in  to 


CMS, 


\   \ 
13 V   tt  was  further  a  part  of  the  conspiracy  thaC,  following 

\   \  /   / 

the  infuaion,  of  approximately  $500,000  in  capital  to/CMS,/CMS  would 

\  \  y      \ 

and  did  applv\to  the  SBA  for  matching  funds,  inr  order  to  provide 
the  conspxrafcorSv  with  additional  funds  tcTuse  in  various  business 
ventures . 

14 .  It  was  further  a  part  of  the  conspiracy  that  defendant 
JZM  GUY  TUCKSR  would  and  did  act  as  a  nominee  in  transactions 
involving  property  on  Main  Street,  in  Littl«  Rock,  Arkansas. 

15.  It  was  further  a  part  of  the  conspiracy  that  to  continue 
to  generate  fraudulent  profits  and  make  funding  avaiVable  for  their 
personalV uses,  the  defendants  would  and  did  undertkke  and  cause  a 


\ 


series  of  fraudulent  financial  transactions  with  MGSt,,  MFC,  and 


CMS,  including  the  following.- 


\ 


/Hla)   A  series  of  transactions  from  in  or  about  March  1985 
through  in  or  about  January  1986,  in  which  the  property  at  1308 
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Little  Roc)c^.,_J4jr4t*«eAa__.was  transferred  from  one 
the  purpose  of  generatihs^false  profits,  and 
jenefits  to  defendant  JIM  GUY  TUCKER  and  others 
nd  Jury; 
(b)   A  l<5an  from  MGSL  for  $825,000  .tbsDean  ^aul  Ltd., 
secured  ItV  properties  that  were  fraudulently  appraraed  a^d  over- 
valued. /The /loan  was  provided  to  finance  a  fraudulentVea^  estate 


ion/  Defendants  JAMES  B.  MCDOUGAL  and  JIM  GUY 
tnown  to  the  Grand  Jury,  including  David  L.  Hale, 


:KER,  and 
az  ranged 


saocion  and  loan  for  the  purpose  of  providing  funds  ipo  Hale 
to  be  ustsd  to  increase  the  capitalization  of  CMS; 


Campobello 


(o.)  A  loan  of  $143,000  from  CMS  to  Larry  E./kuca,  d/b/a 
ReVlty  Company,  for  the  benefit,  in  part/  of  defendant 
JAMES  B.  MCDOUGAL,  which  loan  was  obtained  foll^wfng  the  submission 
of  a  loan  applriK^cion  that  fraudulently  ri  ■jr7pmrn'''a^  rhr  Vnr  and 
purpose  of  the  loan; 

(d)  A  loan  of  565,000  from  CMS  to  Stephen  Smith,  d/b/a 
The  Cfcramunication  Compainy,  made  for  the  benefit,  in  part,  of 
defendants  JAMES  B.  MCDOUGAL  and  JIM  GUY  TUCKER,  which  loan  was 
obtained-,  following  the  submission  of  a  loan  amplication  that 
fraudulently  misrepresented  the  use  and  purpose  of  tne  loan; 

C^  A  loan  of  $1.05  milliur.  from  MGSL^o  CTSW  for  the 
purchaeei  of  a  sewer  and  water  system  owned  by  MFC,  for  tile  benefit 
of  defendants  JAMES  B.  MnOUGAL,  SUSAN  H.  MCDOUGAL  and\jlM  GUY 


TUCKER, 
commiss 


which  loan  helped  generate  inflated  profits  for  MFC  and 
ns  to  defendant  SUSAN  H.  MCDOUGAL; 


Wi 

u 
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to  CSW  for  Che  benefic, 
TUCKER  and  SUSAN 


(f )   A  loan  o 
in  part,  of  defen^emt 
H.  MCDOUGAL; 

MCDOUGAL, 

defendants 

obcaine 

frauduljsnClV  misrepresented  the  use  and  purpose  of  the  \loaW;  and 

Ih)  A  loan  of  $100,000  from  CMS  to  Souchloop  for  the 
benefitl  of  1 defendant  JIM  GUY  TUCKZK ,  and  structured  to  conceal  and 
hide  deSenaant  JIM  GUY  TUCKER'S  interest  in  the  loan. 


Overt  Acts 
16 .   In\  f  lirtherance  of  the  conspirac^^--^nd  to  ef^ct  Che 
objects  thereofv^^/the  following  overt  acta-; — among  others ,  were 
committed  in  the  Kastem  District  of  Arkansas: 

(a)  In  or  adsout  October  1985,  defendant  JIM  GUY  TUCKER 
obtained  a  $2SO,000  loan  from  MGSL  to  finance  JIM  GUY  TUCKER' s 
purchase  from  MFC  of  property  located  in  South  Little  Rock.  The 
loan  ex<l 

\  (b)   In  or  about  October  1985,  JIM  GUY  TtJciSKER  signed  a 
deed  coaveyiJiq  the  property  at  1308  Main  Strft.»r.  r-o-^not^f 

selected  by  JAMES  B.  MCDOUGAL; 

I 


feded  the  value  of   the  property  by  approxintetely  lOOV; 


aer  nominee 


(c) 


In  or  about  October  1985.   de£endant3  JAMES  B 


MCDOUGAL  /and  JIM  GUY  TUCKER  had  a  meeting  with  David  L.  Hale  in 
which  t^ey  discussed  and  agreed  to  a  plan  to  fraudulently  use  MGSL 


IC 
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funds  c 
purpose 
nominee 


$500,  OUXr^tR^apital   inco  CMS  for  che 
rom    CMS     to    Che    defendants    and    their 


TUCKER 
purchas 


.ngi 


January  19S'B>v^  defendant  JAMES  B. 

caused  the  preparacJtap  of  X^^audulent 

owned  by  David  L.  Hale\in  ^rder  to 

oan  to  Dean  Paul  Ltd. ; 

December  31,  1985,  defendaAit  JTIM  GUY 

caifised  the   incorporation  oJ  CSW  for  che  purpose  of 

a  sewer  and  water  system  from  MFC; 

f)  On  or  about  January  10,  1986,  defendaivt  .JAMES  B. 
MCDOUGAL  Unf\luenced  and  helped  obtain  a  CMS  loan  to  La^ry/£.  Kuca, 
d/b/a  Campbbel.lo  Realty  Company,  in  the  amount  of^4!l'l3,  OpO; 

(g\  Q^  or  about  February  21,  193^<aefendant  M?U1ES  B. 
MCDOUGAL  influix^d  and  helped  obtain  a  "CMS  loan  to  Stephen  A. 
Smith,  d/b/a  The  'Communication  Company,  in  the  amount  of  $65,000; 
(h)  On  or  about  February  28,  1985,  defendant  JAMES  B. 
MCDOUGAL  caused  MGSL  to  lend  Dean  Paul  Ltd.  $825,000  for  the 
purpose  of  financing  a  fraudulent  real  escate  transaction  in  which 
Dean  PaCl  Ltd.  purchased  falsely  appraised  real  esipate  from  David 


L.  Hale 


r) Cr.  or  about  February  28, — ^^A6-, — de^^nda^t  JAMES  B. 

MCDOUGAl.  riaused  MGSL  to  loan  SI. 05  million  to  CSW  for  the  purpose 

MFC; 


851 


MCDOUGAL 
to  CSW 

purchase 


86,  defendants  JAMES  B. 

CMS  loan 

for  the 


apply  tp 
capital 


$502, OOC 
estate 

CMS  to 

i  •      £ 
fion  of 

following  the  fraudulent  Dean  Paul  Ltd.  r^alf estate 

transactf^on\; 

(ni^  On  or  about  March  19,  1986,  defendajlt  .^AMES  B. 
MCDOUGAL  d^auaed  to  be  prepared  a  false  and  f?raudul^nt  loan 
application  Xpr\^  $300,000  loan  from  CMS  to  "^a^an  McDougal  d/b/a/ 
Master  Marketiik;:^  a  company  which  was  not' in  operatiuu  taif  had  no 
ongoing  business; 

(n)  On  or  about  April  3,  1986,  defendant  SUSAN  H. 
MCDOUGAL  completed  loan  papers  and  received  the  proceeds  of  the 
fraudulent  $300, .000  loan  from  CMS  to  "Susan  McDougal  d/b/a  Master 
Marketiz 


MCDOUGAL 


ndant 


(o)  On  or  about  April  8,  1986,  defendants  JAMES  B. 
JiL  SUSAN  H.  MCDOUGAL  caused  the  pjaice^ds  of  the 
fraudulent  Master  Marketing  loan  Co  be  deposited  into  tl^eir  joint 
account, at  MGSL; 


MCDOUGAL 
in  the 

JIM  GUY 

^ludin^  David  L. 

,f  rom  CMS 

Section 


13 


853 


es  herein  by 
ne  of  Chi  3 


tinumg 
ict  of 

JAMES  B.  MCDOUGAL, 
JIM  GUY  TUCKER,  zx.d 
SUSAN  H.  MCDOUGAL, 

defendaiits  \herein,  and  others  known  to  the  Grand  Jury/  including 

David  L.  ^a]\e,  devised  and  intended  to  devise  a  scheme  to  defraud 

and  for  oboairvfng  money  and  property,  including  loa^  fro?n  MGSL  and 

CMS,  by  meari:^^  d^  false  and  fraudulent  pzezej^e^s,    representations 

and  promises,  ^•^ell  knowing  at  the  time — that  CKe  pretenses, 

representations,   euid  promises  would  be   and  were   false  cuid 

fraudulent  when  made,  which  scheme  affected  financial  institutions, 

and  is  further  described  in  the  paragraphs  below. 

3  .    It  was  part  of  the  scheme  to  defraud  that  defendants 

JAMES  BH  MCDOUGAL.  JIM  GUY  TUCXSR,  SUSAN  H.  MCDO^AL,  and  Others 

known  to  \the  Grand  Jury,  including  David  L.  Hale,  eag^ged  in  false 

and  fraudui^cx — 1  nan r-ranea/-fi  r»nc  fcT    ^h^  purpQg^  qA   wrongfully 

obtaining  from  CMS,  MGSL,  or  both,  funds  to  be  used  for  the  benefit 


of  the  defy.dar.::a , 


\ 


It  was  further  a  part  of  the  scheme  to  defraud,  that,  m 
Che  fain)  of  1985,  defendants  JAMES  B.  MCDOUGAL,  JIM  GUY  TUCKER,  and 


14 


854 


others  kr.own  to  the  Grand— JcrT^ — li'iClQ^i'; 
and  arranged  for  MffSL  funds  to  be  used 
CMS.   The  fund^  were  to  be  provided  to 
real  estate /transactiop^-flnanced  L,  MGSl 
S .   /It  wasyfurther  a  part  of  the 
defendantyfe  JAMies  B.  MCDOUGAL,  JIM  GUY 
the  Grand  Jury,  including  David  L.  Hale 
the  fraxidulent  real  estate  transaction 
The  fraiiduient  real  estate  transaction 


David  L.  Hal 


le  was  selling  certain  parcels  of  real  estate  to  a  third 
The  purchase  price  for  the  fraudulen 
manipulated  ^o  that  David  L.  Hale  would  net  $502,000  in  proceeds. 


6.  It\wal5  further  a  part  of  the  sch^ate  to  defraud  that 
defendant  JAME^\B^  MCDOUGAL,  and  others  kriovm  tu  Liie  ijlauu  Jury, 
including  David  L.  Hale,  arranged  for  MGSL  to  finance  the 
fraudulent  real  estate  transactic:-  through,  among  other  means, 
false  appraisals  and  fraudulent  loan  documents.  As  a  result,  MGSL 
..-ould  issue  a  loan  for  $825,000  to  Dean  Paul  Ltd.  to  purchase  real 
estate  fcrom  David  L.  Hale. 

7.  lit  was  further  a  part  of  the  scheme  to  defravid  that  David 

V  J  \ 

L.   Hale  wauj.d  take  proceeds  from  the  f-nkM^^I  (^n*(     real  estate 

\ 
transactlion,  financed  by  MGSL,  and  invest  them  in  CMS,\  for  the 

purpose  of  building  u?  the  capital  in  CMS  and  obtaining  adaitional 

funding  jfi/om  the  SSA.   The  SBA,  using  a  three  to  one  funding  ratio, 

provided!  tMS  with  $1.5  million  of  additional  funds  and  allowed  CMS 

u 
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lend 


single 


profitiiig  f 

MGSL.   Ir.  p 

[   / 
Che  scheme  I  CO  defraud 


ced  by 


llowinc  loans  made  by  CMS  were  part  of 


|a)   CHS  lent  Campobello  Realty  Company  $1»3, 
January  10,  1985; 


lOO     on 


(^)      CMS     lent     The     Communication     Company 
February  21,    198  5; 


)65/000  on 


(v<:)\CMS  lent  CSV   $150,000  on  February  ^,  1986;  and 
(d\  i2^S  lent  Master  Marketing  ^$>0^,000  on  April 


3, 


9.    On  or  about  May  20,  1986,  in  Little  Rock,  in  the  Eastern 

District  of  Arkansas,  and  elsewhere, 

JAMES  B.  MCDOUGAL, 
JIM  GUY  1-OCKER,  and 
SUSAN  H.  MCDOUGAL, 

defendants  herein,  and  others  known  to  the  Grand  v^ry',  including 

David  L  IHale,  for  the  purpose  of  executing  the  a^qve -described 

scheme  tlo^defraud  MGSL  and  CMS,  and  attempting  so  toidd^  knowingly 

did  caulse  to  be  transmitted  by  means  of  wire  in  ^terstate 

I  \ 

commerce,   certain  writings,  signs  and  signals,  namely \ a  wire 


transfer  Q>i  funds  from  the  United  States  Department  of  Treasury 
from  ouQs/ide  the  State  of  Arkansas,  to  CMS's  account  at  Pulaski 
Bank  and'-^rust  in  Little  Rock,  A.kaTijas,  en  or  about  May  20,  1986, 

IS 


856 


which  conscituced 
the  SBA 
fraudulent 

1343. 


ieveraged-^ynds  contributed  to  CMS  by 
capital  infusi^tv^  to  CMS  from  the 
estate  transaction ; 

States  Cbde,  Section 


I'' 


THE  GRANP'''JURY  FURTHER  CHARGES 

1 .  The  ^;^and  Jury  realleges 
reference  j^ragraphs  1^ — sffiH  3  chrou^ 
paragraphs'  2  chro>i^h  8  of  Counc  Two 

2.  /  On  oj^  abouc  September  11, 

Bascern  JDiscjcict   of  Arkansas,  and  elsewhere 

JAMES  3.  MCDOUGAL 
JIM  GUY  TUCKER,  a 
SUSAN  H.  MCDOUGAL 

defendants [herein,  and  others  known 

David  L.\  H4le,  for  the  purpose  of 


including 


scheme  tc*.  deiraud  MGSL  and  CMS,  and  attempting  to  do  e<i,  knowingly 
did  causeX  tOk  be  transmitted  by  means  of  wire  yin  interstate 
commerce,  certain  writings,  signs  and  sign^i^,  namely\  a  wire 
transfer'of  fuhds)  f rom  the  United  Srnm  inrpnrrmnii  ul  Tlcarur^- 
from  outside  the  State  of  Arkansas,  to  CMS '3  account  at  Pulaski 
Bank  and  Trust  in  Little  Rock,  Arkansas,  on  or  about  September  11, 
1986,  which  constituted  part  of  the  leveraged  funds  contributed  to 
CMS  by  the  SBA  as  a  result  of  cne  capital  infusion  to  CMS  from  the 
fraudul^t  Dean  Paul  real  estate  transaction; 

In  violation  of  Title  le.  United  Staces\<^de,  Section 
1343 


U 
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herein  by 
One ,  aind 


defendants 


JAMES  B.  MCDOCJC-AT,.  and 
JIM  GUY  TUCKER, 


herein,  and  others  known  to  the  Grand  Jury,/  including 
David  L.\  Ha\le,  unlawfully,  willfully  and  knowingly  executed  and 
attemptedX toXexecute  a  scheme  and  artifice  to  defraud^  a  financial 


institution\  rt^mely,  MGSL,  and  to  obtain  money  arjd;  property  owned 
by,  and  underXth'S  custody  and  control  of,  ,MS^L,  by  means  of  false 
and  fraudulent  pretenses,  represe;itations,  auid  promises,  to  wit, 
defendants  JAMES  B.  MCDOUGAL,  and  JTM  GUY  TUCKER  planned  «md  caused 
a  fraudulent  real  estate  transactic-  to  be  funded  by  MGSL,  said 
tran''=iction  involving,  among  other  things,  false  appraisals  and 


fraudulent  loan  documents,  resulting  in  an  5825.000  loan  to  Dean 
In  violation  of  Title  18,  United  States) Code,  Section 


Paul  Lt<ji; 


1344. 
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CHARGES: 

and  incorpd«tes  herein  by 
IS  of  Cohnt  One,   and 


real  estate  devalopmint  joint 


defendant  \jAMES   E.   MCDOUGAL  had  primary  responsibility   for 
operating\amd  developing  the  project. 

0  \ln  September  1984,  Larry  E.  Kup^^began  working  for 
CPV.  ByJune^a^,  Larry  E.  Kuca  had  »""-'-'^?  rhp  '— ?"*  rnrn*"-  broker 
for  CPV,  with  primary  respoQsibility  for  the  sale  of  lots  on 
Campobello  Island,  and  reported  directly  to  defendant  JAMES  B. 
MCDOUGAL . 

(c)   In  approximately  tae  summer  of  19ttS,  Larry  E.  Kuca 
became  ^ware   of   a  parcel   of  property  on  Canrapbello   Island, 


.rf' 


approximbitely  100  acres  in  size,  that  was  for  8ale.\\This  property 
subsequerKly  became  known  as  the  "Seaview"  property  ^rry  E.  Kuca 
believed  the  Seaview  property  would  be  beneficiai  to  the 
development  of  CPV  and,  accordingly,  he  recommended  to  oefendant 
JAMES  E . /MCDOUGAL  that  CPV  purchase  it . 

J 
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"^   (d)   In  Che  3umi 
MCDOUGAl.  had  conve, 
property.   Def^danc  JAMES 
the  partner; 
Seaview  p 
agreed  t 
purchas 
Kuca' 3 


jf  1985,  defendant  JAMES  B. 

about  the  Seaview 

MCDOUGAL  informed  LiXjry  E.  Kuca  that 

:hase  of  the 

MCDOUGAL^N^d   LarW   E.    Kuca 

MCDOUGAL    and   LarryVE.    Kuca   would 

Larry  E. 


e)  In  approximately  the  summer  of  198S,  defendant  JAMES 
B.  MCDOtrCAii  and  Larry  E.  Kuca  formed  an  oral  partnership  khalt  later 
became  '^no'yn  as  "KUMAC."  The  KUMAC  partnership  acquired  the 
Saaview  property  on  Campobello  Island.  For  the  sol^  purpose  of 
f  inane ing  I^UMAC  s  purchase  of  the  Seaview  property,  jj^n  No-w/ember  19, 


pay  Larry^E.  Kuca 


198S,  defendanbv JAMES  3,  MCDOUGAL  caused  CPV 

$150,000'.-  DefdMdnt  JAMES  B.  MCDOUGAL  rmi-Ji-r;  Thi  i   7X^0.  nrn  pn-jTurnr 
to  be  booked  as  an.  "advance",  on  commissions  to  Larry  E.  Kuca. 
Larry  E.  Kuca  was  not  owed  $150,000  in  commissions  at  that  time. 

(f)  On  November  19.  198S,  defendant  JAMES  B.  MCDOUGAL 
and  Larry  E.  Kuca  purchased  the  Seavis^.  property  in  the  name  of 
Larry  E_Kuca,  using  the  "advance"  from  CPV.  Deflandant  JAMES  B. 
MCDOUGAL  \remained  a  silent  partner  in  the  Seaview  ^utchase. 

2.  M^endant  JAMES  B.  MCDOUGAL,  and  otherg^  known  to  the 
Grand  Jury,  arranged  to  pay  back  the  CPV  "advance"  on  commissions 
by  obtaining  a  fraudulent  loan  from  CMS.  This  loan  was  che  fi 
d^£   in 


ret 


made  byi 


/ 


consideration  for  MGSL's  financing  the  fraudulent 


Dean  Pauil  real  estate  transaction. 
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4 .    On  or   abouc 

MCDOUGAL ,  and  och^t^  known 

fraudulenr.  lo 

fraudulent  /proposal  pa^roBs 

Campobell/6  Realty^Company 

would  b 

includi, 

admin i 

intend 


986,   defendant   JAMES  B. 

caused  a  false  and 

submitted  to  CMS>\  The  false  and 

ness  called 

lo\n  proceeds 

brok^age  ^)^usiness, 

general 

MCD0U(3AL  Idid  not 


foa  the  loan  proceeds  to  be  used  for  business  expenses  of 
Campobilla  Realty  Company  as  represented  in  the  | false  and 
fraudulent!  loan  proposal.  Rather,  the  funds  were  to  ^e  iised  for 
the  puri^s^  of  repaying  CPV  the  "advance"  on  cornmis^ons  used  to 
purchase  \he\seaview  property. 

S.  OX  ^  about  January  10,  1986,  ^ji^fendant  VAMES  B 
MCDOUGAL;  andN^^rs  known  to  the  Grand  Jiiryi, — applied  gll3,000  of 
the  proceeds  of  the  CMS  loan  tp  Camnobello  Realty  Compemy  by  using 
the  funds  to  repay  CPV  for  Larry  E.  Kuca's  November  19,  1985 
"advance"  on  commissions.  None  of  the  loan  proceeds  were  used  for 
.  he  purposes  stated  in  the  written  loan  proposal . 

6.p,  On  or  o±iout  January  14,  1986,  in  Litt^  Rock,  in  the 
Eastern!  pistrict  of  Arkansas,  and  elsewhere, 

JAMES  B.  MCDOUGAL, 
defendalnt  herein,  and  others  known  to  the  Grand  Jur^,  for  the 
purpose;  of  executing  the  above-described  scheme  to  defsjaud,  and 
attemptiiag  so  to  do,  knowingly  did  cause  to  be  placed  in  the  United 
States  iHost  Office  or  authorized  depository  for  mail  matter,  an 

u 
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completed  SBA  Form  1031 
Realty  Company, 


1341 


Section 


2i 


defendaric  Herein,  connected  in  a  casacity  with  MGSL,  a  /financial 
institution^  the  accounts  of  which  were  insured  by  t^he  /  FSLZC, 
lcnowingly\  wi^llfully  and  with  intent  to  defraud  MGSL  ^d  an  agency 
of  the  UniXed\ States,  namely  the  PHLBB  and  its^^aminers,  did 
participate  aHd  ^^re  in,  and  receive  money  dj.z^ctly  smd  indirectly 
through,  a  trah^^ction  of  MGSL,  in  that  aefendant  JAMES  B. 
MCDOUGAL,  through  CPV,  a  joljit  venture  of  MFC,  a  wholly  owned 
subsidiary  of  MGSL,  in  order  fo  conceal  his  own  self -dealing, 
caused  CPV  to  pay  Larry  E.  Kuca  S150,000,  identified  as  an  advance 
on  commissions  when,  in  truth  and  in  fact,  the  advance  was  in  pare 
a'  conceajT^d  loan  to  defendant  JAMES  B.  MCDOUGAL.  \Anabling  both 
defendant  \ JAMES  B.  MCDOUGAL  and  Larry  E.  Kuca  to  ^p\rchase  the 
Seaview  ^ropeyty  In  a  partnership  Itnown  aa  KUMAC,' 

In  violation  of  Title  18,  United  States  Code,\Scction 
10'06 . 
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herein  by 

paragraphs 

punt  Five 


in  the 


defendasLC  jtierein,  and  othert 

abetted  cy  each  other,  knowingly,  willfully _ 

false  sta\«»m^nt  and  caused  the  tn-xking  of  a  f^lse  rf»*"^ent/  for  the 
purpose  of  \inX_luencing  the  actions  of  CMS,  a  fejierallyl  licensed 
SBIC,  in  cohpei^ion  with  a  $143,000  loaa-^rom  CMS,  rn  that 
defendant  JAMES "^B<  MCDOUGAL,  and  others  known  to  the  Grand  Jury, 
represented  and  caused  to  be  represented  to  CMS  that  the  purpose  of 
the  loan  was  for  operating  capital  for  Campobello  Realty  Company, 
when  in  truth  and  in  fact,  as  defendant  JAMES  B.  MCDOUGAL  well 
knew,  the  proceeds  of  the  loan  would  not  be  used  for  that  purpose; 
In  violation  of  Title  18,  United  Statea\  vode.  Section 
1014,  ari|d\Title  18,  United  States  Code,  Section  2. 
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THE   GRAWlf  JURY   FURTHER   CHARGES ; 

''Grand    Jury    realleges     and     incorpor^es     herein    by 
j'aragraphs^.^ar^      and     3     tnrough     tfi^  of     Couii 


Ch: 


At 


txmes   matt 


two   of 
River   liand 


3     tnrough^"^fi^  of     CouiT<;     One,      and 

8   of   Count  Two  of   this   indib<raent. 

al: 

Defendants  JAMES  B.  MCDOUGAL  and  JIM  GUYYuc^R  were 

in  a  corporation  known  as\  the  Kings 

Company  ("Kings  River").   Stephen  A.  Smith  vfaslalso  a 


/four  shareholde: 


aharehoider  in  Kings  River.  Kings  River  was  formed  for  t^e  purpose 
of  purcii^Eing  and  developing  real  estate. 

In  January  1981,  Kings  River  obtained/a  l6cm  from 
Worthen  Na.VioVial  BanJt  secured  by  certain  property/in  Hujitsville, 
Arkansas.  The  loan  was  for  a  term  of  one  y^s^  In  appro)M|.mately 
1985,  Wtyrtl 


In  approi 
January  1985,  Wtyrthen  renewed  the  loan  i!or  one  more  year.  By 
January  1986,  pa'Tnenc  on  tije  loan  was  due.  At  this  time, 
approximately  $55,000  remained  in  v.npaid  principal  on  the  Worthen 
note. 

3.    In  or  about  February  1986,  defendants  JAMES  B.  MCDOUGAL, 
JIM  GUY  (ryCKER,  and  others  known  to  the  Grand  Jury,  Vij-roinged  to  pay 
off  the 
from  CM$  iit'--4rhff  namp  of  a  hnsinees  operatod  by 


\ 


Ki,ngs  River  note  at  Worthen  by  obtaining  a  fraudulent  loan 

-St^hen>  A.  Smith. 


This  loan  from  CMS  was  the  second  l.oan  made  in  consideration  for 

i  \ 

MGSL '  S    fi-inaiT^ing    rho    f  yaiiHul  <.n^    n»an    Paul     raal     ar-'ara    ^^r^nHa<-^  ion . 

On  or  about  February  1,  1986,  a  false  and  fictitious  loan 
propoaali  |was  submitted  to  CMS.  The  false  proposal  represented  that 
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Sn^loyee.  In 

the  loan 
related  to  the  operation  of 
defendants  JAMES  3.  mcdougal 
would  be  used  to 
National  Bank. 

On  or  about  February  21,  1 
proposal^  CMS  issued  a  loan  to 
Communicant ioti  Company,  in  the  amounc 
pay  off  th\  Kings  River  note  at  Worthen 

6.    On\or\about  February  24, 
Eastern  Oistricbv^f  Arkansas,  and  elsewhefeT 


in  the 


JAMES  B.  MCDOUGAL  and 
JIM  GUY  TUCKER, 

defendants  herein,  and  others  known  to  the  Grand  Jury,  including 

Davi.  L.  Hale,  for  the  purpose  or  executing  the  above -described 

scheme  to  defraud,  and  attempting  so  to  do,  knowingly  did  cause  to 

be  placejdl  in  the  United  States  Post  Office  or  authorized  depository 

for  mail  \matter,  an  envelope  containing  a  cover/  latter  and  a 

completed  S3A  Form  1031  for  the  loan  to  Stephen  A.  Smith,\d/b/a  The 

Qommuaication  Company,  that  envelope  being  addressed  to: 
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iness  Adminiscrac 
Street,  N.W. 
Washington,  D.C.   20416 


Title  IS, 


e.  Section 


2S 


JURY  FURTHER  CHARGES: 
ury  realleges  and 


res  herein  by 
Count  Cne\  paragraphs 


through  1^ 
paragraphs  2  througlxS  of  C?ount  Eight 


reference 

2  through^ 

of  this 

2.  /  Oiy  or  about  February  21,  1986,  in  Little  R'tock,^  in  the 

EasternI  District  of  Arkansas,   and  elsewhere,   David\  h.\    Hale, 

connectied  ^n  a  capacity  with  CMS,  an  SBIC,  and 

JAMES  B.  MCDOUGAL,  and 
JIM  GUY  TUCKEr 

defendants  ^erein,  aided  and  abetted  by  each  other,  wi0i  i/itent  to 

injure  arJd  ^efraud  CMS,  knowingly  and  willfully  mjfsap^lied  and 

caused  to  ^e  \mi3applied  moneys  and  funds  iny&xcessi    of  $100 

belonging  to  CMS \ in  that  defendants  JAMESffl^  MCDOUGAL  anoVIM  GUY 

TUCKER,  aind  others  known  to  the  Grand  Jury,  caused  a  loan  to  be 

issued  to  Stephen  A.  Smith,  d/b/a  The  Communication  Company,  for 

expenses  in  the  operation  of  The  Communication  Company,  knowing 

full  wt''  1  that  the  loan  proceeds  would  not  be  used  for  that 

purposej_ 

I  In  violation  of  Title  18,  United  Stateii^\Code,  Section 

657,  add  V^'^ls  18'  United  States  Code,  Section  2. 
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es  herein  by 

paragraphs 

c\unc  Eight 


TliE  GF 

1.    The 
reference  pa 
2  chrough  fi   ol 
of  this  i/) 

2_.  /  In/or  about  February  198S,  in  Little  Rock,  in \£he  pastern 
District  of /Arkansas,  and  elsewhere,  David  L.  Hale,  conntected  in  a 
capacity  wi|th  CMS,  an  S3IC,  and 


defendants  herein,  aided  and  abetted  by  each  other,  wit:^  intent  to 
ith  intent  to  deceive  the  auditors  of  the  SBA,  an 
ted  States,  knowingly  and  willfully  made,  and 
a  false  entry  in  the  reports  and  statements  of 
CMS,  seating  thait  the  purpose  of  the  loan  to  Stephen  A.  Smith, 
d/b/a  The  Ccrar.unication  Compciny,  was  for  expenses  in  the  operation 
of  The  Communication  Company,  including  hiring  a  new  employee, 
knowing  full  well  that  the  proceeds  would  not  be  used  for  the 
stated  purpose ; 

In  violation  of  Title  18,  United  States^  N^ode,  Section 
1006,  ahd\ Title  18,  United  States  Code,  Section  2 
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defendahi 

abetted  \ 

false  staVeffli 

purpose  ofXinf luencing  the  actions  of 

SBIC,   ip.  conneation  with  a  $S5,00C 


aiaed  and 

.ly  made  a 

menc  for  the 

(  licensed 

in  that 


defendants  JAMZS^B.  MCDOUGAL  and  JIM  GUY  TUCKER,  and  others  known 
to  the  Grand  Jury,  represented  aind  caused  to  be  represented  to  CMS 
that  the  purpose  of  the  loan  was  lor  operating  expenses  for  The 
Communication  Company,  including  hiring  a  new  employee,  when  in 
truth  and  in  fact,  as  defendants  JAMES  B.  MCDOUGAL  and  JIM  GUY 


TUCKER 
that  ■p\ 


CL 


11  knew,  the  proceeds  of  the  loan  would  \i\t  be  used  for 
pse; 

Co^e ,  Section 


In  violation  ot  Title  13,  anitea  states 
1014,  aInd  Title  18,  United  States  Cede,  Section  2. 
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herein  by 
One ,   and 


also  aqquired  che  sewer  and  water  system  servicing  Castlt  Grande  at 
a  book  yali^e  of  approximately  5450,000.  /   / 

(D)  On  or  about  December  31,  1985,  Castle  Sewer  and 
Water  ("CSW''\,  a  corporation,  was  formed  for  >«ine  purpose  of 
purchasing,  ^rdm  MFC,  the  sewer  and  water  s^^c€m  that  serviced  the 

Castle  GreUide  o^elopment .  ' ' 

3.  Defendants  JAMES  B.  .MCDOnOAL,  JIM  GUY  TUCKER,  and  otl.ers 
known  to  the  Grand  Jury,  arrang-^d  for  CSW  to  purchase  Che  sewer  and 
water  system  from  MFC  for  $1.2  million,  resulting  in  profits  to  MFC 
and  MGSL  and  generating  a  real  estate  comir.ission  to  defendant  SUSAN 
H.  MCDcSijGAL.   CSW  s  ourchase  of  the  sewer  and  wat'^r  system  was  to 

11  *  ^V 

be  financed  entirely  by  money  provided  by  MGSL  and\aMS. 

^~T«».  m-    Thnnr     Tal t-s-^,    1  qflg       >4^fanrfanrB    .TZlMPg  \>       MCDOUGAL, 

JIM  '?UY  TUCKER,  and  others  known  to  che  Grand  Jury,  including  David 


L.  Kal6. 


^ 


r 


-anrr^r'    fnr    r^V    m    nhra-in    a    1  r.an    frr^m    r-M<^    ►o    H»    used    as 


the  doyrd.   payment  on  the  purchase  of  the  sewer  and  water  system. 


u 
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This  loan  was  the  thij:(i-— TSan  made 
MGSL's  financing  tWe  fraudulent  Dean 
S.    In  qr  about  February  1986, 


JIM  GUY  TUCKER,  and  o^iiefa  known  zo  the  Gra 
L.  Hale,  /aused ^r  loan  proposal  for  Ci 
The  loan /proposal  requested  that  CMS  Ic 
stated-  purpose  of  "operating  capital 
paintinc  of / the  water  tank."  In  fact,  ; 
proceeds  o-  the  loan  were  going  to  be  ua 
to  MFC  f or  Ithe  purchase  of  the  system. 

6.  \  Oh  or  about  February  28, 
loan  fiomXOfS,  the  proceeds  of  which  v 
payment  f ory  the  purchase  of  the  sewer 

7.  On^orXabout  February  28,  19 
and  water  systertK/Crom  MFC  for  a  price 
the  purchase,  MGSL  lent  CSW  $1.05  million. 

8.  In  or  about  June  198 S,  MFC  paid  Madison  Real  Estate, 
which,  in  turn,  paid  defendant  SUSAN  H.  MCDOUGAL,  585,000  in 
"commissions"  for  the  sale  of  the  sewer  and  water  system  to  CSW. 

On  or  about  March  4,  1986,  in  Little  Rock\\in  the  Eastern 
District  \of  Arkansas,  and  elsewhere, 

JAMES  B MCiaOUGAL, 


JIM  GUY  TUCKER,  and 
SUSAN  H.  MCDOUGAL, 


Haf  anHanrg     ^BT-ai  1         anH     r>^h^T■g     >nni.m     ->■<     ^ho     rtr-.^nri     .Tiir-y.      infiliiriing 


for  the  purpose  of  executing  the  above -described 


David  d./Hale,  f< 

scheme  ^b  defraud,  and  attempting  so  to  do,  knowingly  did  cause  to 

3: 
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authorized  depository 

and  a 
being 


1341 
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T  ■VHIKTS 


JURY  FURTHER  CHARGES 
ry  realleges 


and  3  chrou 
Count  Two  of 
and  April 
MCDOUQAIL,  anci  others  known  to  the  Grand 


herein  by 
One ,  emd 


Hale,  prepared  paperwork  and  took 

defendajnt  SUSAN  K.  MCDOUGAL  to  reca 

and  frabduient  loan  from  CMS.   This 

\       \ 
loan  made  in  consideration  for  MGSL's  financinc  the  fraudulent  Dean 

.    \  \ 
Paul  reai,  estate  transaction. 

3.   "^InXor  about  March  1986,  defendant  JAM^  B./ MCDOUGAL 

drafted  and^uot^icted  to  CMS  a  false  and  frav^dtilent  loanVproposal 

requesting  a  S3XOy>000  loan  for  a  company  calllad  "Hcaee-  Waiketing." 

The  loan  proposal  represented  that  defendant  SUSAN  H.  MCDOUGAL 

operated  Master  Marketing,  a  "general  purpose  advertising  and 

public  relations  consulting  firm  with  Susan  McDougal,  a  well-known 

Little  Rock  advertising  personality,  as  sole  owner, "  and  that  the 

proceedlSl  of  the  loaji  were  to  be  used  as  follows:  "t^  preponderance 

of  funds!  are  required  for  operating  capital."   lVi\fact,  Master 

Ma-rVpr  ■ilnq^^j^ag  nq^   an  ongoing  business  and  had  tao  existing 

i 

operations,  and  defendants  JAMES  B.  MCDOUGAL  and  SUSAN  H.  MCDOUGAL 
did  not  intend  to  use  the  loan  proceeds  for  Master  Marketing. 


On  or  about  April  3,  1986,  defendant  SUSAN  H.  MCDOUGAL 


signed  lohe  necessary  loan  paperwork  and  received  a  check  from  CMS, 
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tne  S3( 
checking  a 
sril  1986  uncil  in  or  abdvt  Jiine  1986, 
defendarics  JAMES  B.  MCDOUGAL  and  SUSAN  H.  MCDOUGALX  sp«nt  Che 

proceedfi  on  the  $300,000  Mascer  Marketing  loan  on  icems  wholly 

I    / 
unconnected  co  any  business  called  "Master  Marketing. 

7.1  L 


or  about  April  1987,  defendant  SUSAN  H.  MCDOUGAL  wrote 

/, 
and  signed  false  documents  chat  she  provided  to  the  SBA/and  CMS  in 

connection  Aith  the  Master  Marketing  loam.   These  documents  were 

designed  t^  m\slead  and  deceive  the  SBA  regarding  ^e  cruc  purpose 

and  intent  oX  the  Mascer  Marketing  loan. 

8.    On  orN^ouc  April  9,  1986,  in  Lictle  Ruck,  in  tRe  iastem 

District  of  Arkansas,  and  elsewhe.re, 

JAMES  3.  MCDOUGAL  and 
SUSAN  K.  MCDOUG/w, 

defendants  herein,  and  others  kr-'-m  to  the  Grar  ".  Jury,  including 

David  L.  Hale,  for  the  purpose  of  executing  the  aboNce -described 


scheme  to  defraud,  and  attempting  so  to  do,  knowi 


did  cause  to 


be  placedVin  the  United  States  Post  Office  or  authorized  depository 

I  ^- y       \ 

for  mail  matter,  an  envelooe  containing  a  cover  letter  and  a 

I  "  \ 

completed  Form  1031  for  the  ,u3an  H.  McDougal  a/bAa  Master 

I \ 

MarJcetiJng^oan,    that   envelope   being   addressed   to: 


2(i 


States  Cbde,  Section 


1341. 
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Ces  herein  by 

paragraphs 

of  Count 

e\  Eastern 
Discriqt  of  Arkar-sas,  and  elsewhere,  David  L.   Hale,  conhected  in  a 


defendants  herein,  aided  and  afaecced  by  each  other,  with  i/ntenc  to 
injure  anji  >^efraud  CMS,  knowingly  and  willfully  ipisapplied  and 
caused  to  \bc\  misapplied  moneys  and  funds  i^v^exceaa^  of  $100 
belonging  to  (SMs\  in  that  defendants  JAMES  fgTMCDOaGAIi  and  3USAN  H. 
MCOOUGAL,  and  others  known  to  the  Grand  Jury,  caused  a  loan  to  be 
issued  to  Susan  H.  McDougal,  d/b/a  Master  Marketing,  for  operating 
expenses,  knowing  full  well  that  the  loan  proceeds  would  not  be 
used  for  that  purpose; 

In  violation  of  Title  13,  United  States  Code,  Section 
657,  and  Title  18,  United  States  Code,  Section  2 


3* 
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defendan 

defraud 

agency 

caused  to 

CMS,  stacing  chat  the  purpose  of  the  loan  to  Susan  H.  McDougal, 

d/b/a/  Master  iMarkecing  was  for  operating  expenses  of  Master 

Marketing,  when  they  knew  the  proceeds  would  not  be  used  for  that 

purpose ; 

In  violation  of  Title  18,  United  States.  Code,  Section 

n 

1006,  and  Title  18,  United  States  Code,  Section  2. 


39 


herein  by 
ragraphs 
3f  Counc 

Eastern 


defendaacs  Iherein,  ajid  others  Jcnown 

Oavid  l\  Hale,   aided  and  abetted 

willfullyX  an\i  unlawfully  made  a  fa] 

making  of  \^  f^lae  statement  for  the 

actions  ^f  CM^, ^  federally  licensed 

$300,000  loan  fr'bm  CMS,  in  that  defendants  JAMES  B.  MCDOUGAl,  and 

SUSAN  K.  MCOOUGAL,  represented  and  caused  to  be  represented  to  CMS 

that  the  purpose  of  the  loan  was  for  operating  capital  for  Master 

Marketing,  when  in  truth  and  in  fact,  as  defendants  JAM£S  B. 

MCDOUGAL  and  SUSAN  H.  MCDOUGAL.  well  knew,  the  proceeds  of  the  loan 

1—1  ^ 

would  not  be  used  as  represented; 

In  violation  of  Title  18,  United  States)  Cvde,  Section 

1014,  and  Title  18,  United  States  Code,  Section  2. 
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■^tJRY  FURTHER  CHARGES 
realleges 


3  thrc 


October  15,  19 « 

,  and  elsewhere 

S.  MCDOUGAL, 
in  a  capacity 
institutiom  the  accounts  of  which  were 
others  known  to  the  Grand  Jury,  aided  and  abetted  by  fl'acri  other, 
with  int^nt\to  injure  and  defraud  MGSL,  knowingly  aad  willfully 
misappliec^^  arid  caused  to  be  misapplied  moneys  and  ^ands  in  excess 
of  5100  bel\ng\ng  to  MGSL,  in  that  defendanj^^AMES  B.\MCDOUGAL 
caused  a"  "$125, ^0>  loan  to  be  secured  by  rrrT'''^*'y  i '•'^'"••'^  ^^-  1308 
Main,  to  be  issued  to  a  third  jjarty,  knowing  full  well  that  (i)  the 
third  party  was  borrowing  the  funds  as  an  accommodation  to 
defendant  JAMES  B.  MCDOUGAL;  (ii)  the  underlying  sales  transaction 
was  fraudulent  in  chat  the  third  party  was  merely  a  nominee  and 
would  exercise  no  control  over  the  asset  ostensiblyxpurchased  with 
the  loa|i  \proceeds ;  and  (iii)  the  third  party  was  no^^redit -worthy 
and  coutLdSigt  pay  the  periodic  paymencs  on  the  loay 

In  violation  of  Title  18,  United  States  Cod'i^,  Section 
557,  anJd  Title  18.  United  States  Code,  Section  2 
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herein    by 
e    of    this 


in    the 


Lnstitiition   the   accounts   of   which  we 


others   Ifaioyn   to   the   Grand  Jury,    aided  and   ahetted  by  e/ach  other. 


\   ^ 


at2d  will 


with  inttent\  co  injure  and  defraud  MGSL,  knowingly  and  willfully 

misappliecl,  arid  caused  to  be  misapplied  moneys  and  fiinds  in  excess 

y  ( 

of  SlOO  bel\?n^ng  to  MFC,  a  wholly  owned  sub^i<liary  ofVMGSL,  m 

that  defendant JAidES  B.  MCDOUGAL  iaaued  aLrld  caused  to  be  iaaued  an 

$18,000  MFC  check  co  a  relati^ve  purportedly  to  pay  six  months  of 

back  rent  on  a  building  located  at  13  0  6  Main  Street  t'uat  MFC  leased 

from  the  relative  beginning  ostensibly  in  August  1985,  when,  in 

truth  and  in  fact,  .as  defendant  JAMES  B.  MCDOUGAL  well  knew,  no 

such  lease  was  in  place  to  justify  the  $18,000  payment,  the 

building!  itself  was  held  by  various  nominees,  and  ohe  relative  did 

1  \_  ]  \ 

not  accfuiXe  the  building  until  January  15,  1986;  )     \ 


In  violation  of  Title  18,  United  States  Code,  Section 
^657,  and  Title  18,  United  States  Code,  Section  2.      \ 


1^1 


s  herein  by 
Count\One  of  this 


defends 
instic 


in  the  Eastern 


a  fir.ancial 
Che  FSLIC,  and 


others  knoWn  to  the  Grand  Jury,  aided  and  abetted  by  *acm  other, 

V  \ 

with  inc^nC  to  deceive  examiners  of  the  FHLBB,  an  a.dencj/  of  the 
United  St^tei,  knowingly  and  willfully  made  and  caused  no  be  made 
a  false  and\ mreleading  entry  in  the  books  offlFC,  a  wholly  owned 

subsidiary  ofNlG^,  in  that  defendant  JAWF.S  B.  MCDOUGAL. iln  order 

to  justify  an  $13,000  payment  to  a  relative,  prepared  and  caused  to 
be  prepared  a  backdated  lease  agreement  which  falsely  stated  and 
represented  that  a  certain  relative  was  the  owner  of  the  premises 
leased  by  MFC  on  August  X,  1985,  and  that  MFC  owed  the  relative 
rent  fcx  the  months  beginning  in  August  198S,  wheiv-\in  truth  and  in 
fact,  as  defendant  JAMES  B.  MCDOUGAL  well  knew,\\io  such  lease 
existed  i^^ugust  1985  and  defendant  JAMES  B.  MCDOUpAlXdid  not  make 
Che  relative  a  nominee  owner  of  the  building  until  January  1986; 

I    In  violation  of  Title  18,  United  States  Code,  Section 
1006,  ana  Title  18,  United  States  Code,  Title  2. 
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FURTHER  CHARGES 
realleges 
3  thro 


7,  198 
Gamer 
&  Loan  ( 


herein  by 
£  chis 


Manor, 


TUCKER  received  a  mortgage  on  the  Gamer  home  at  32  Pine 
Little  foclj:,  Arkansas,  in  return,  in  part,  for  gmarantQeiiig  this 
loan. 

3.  \  oA  or  about  October  25,  1985,  defendant  JIM'  GUT  TUCKER 
received  a\S2iJO,000  loan  from  MGSL  and  used  $131,641yS0  o^  the  MGSL 
loan  proceec^s  ^o  pay  off  the  Gamer  loan  ^fi^  Savers .  \  Savers 
assigned  its  mds^^ge  on  32  Pine  Manor  to  dbfendAnr  JTM  T^^  y"^y~^? 

4 .  Defendant  JIM  GUY  TUCKER  transferred  the  property  to 
Arkansas  Commercial  Realty,  a  company  partially  owned  by  CMS,  for 
the  purpose  of  having  Arkansas  Commercial  Realty,  rather  than 
defendant  JIM  GUY  TUCKER,  himseli.,  foreclose  on  ^ae  Gamers'  home. 

5.1-1  The  foreclosure  on  the  Gamers'  home  wasY^on^leted  in  or 
about  lifnuary  1986.  Although  he  directed  th^\  foreclosure, 
defenda^t\lIM  GUY  TUCKER  played  no  active  role  in^t . 

On  or  about  July  25,  r98€,  32  Pine  Manor  wa^ purchased 


Vith  a 


$100,000  loan  from  National  Bank  of  Arkansas  and  a  $35,000 


■^ 


promisaory  note  to  Greenfield  Properties,   Inc. 


The  5100,000 
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proceeds  were  deposiCed^_iji6«-nirs5nCiei^-^opercies  Inc.'s  account 
under  Hale's  contrjzsl. 

7.  Defe;ldanc  JIM  GUY  TUCKER  allowed  David  LXHale  to  retain 
the  $1Q0  ,QQg^ proceeds ^^^trSnT'the  sale  of~"^'2~-Sine  Manor  apr  a  period 
of  time. 

8.  /  In  o/  about  the  sununer  of  1987,  defendant  ^M  GI^  TUCKER 

recrueste/d  that  David  L.  Hale  return  the  $100,000  proceads  firom  the 

/    /  \   \ 

sale  off  32  Pine  Manor  to  TUCKER.  \ 

9.  defendant  JIM  GUY  TUCKER  and  David  L.  Hale  agreed  that 
Hale  would  provide  defendant  JIM  C'JY  TUCKER  with  $100,000  ^hrough 
a  fraudVleat  loan  transaction  from  CMS  to  a  corporate  /entity, 
formed  ^d  \  controlled  by  defendant  JIM  GUY  TUCKER,/  called 
SouthloopA  Defendant  JIM  GUY  TUCKER  and  David  L.  H^le  agreed  that 
CMS,  rather  ohark  David  L.  Hale  personally,  wouj^r^epay  the\|100,000 
to  defendant  JjJM/SUY  TUCKER  by  fraudulently  lending — $100, 000  to 
Southloop  with  the  understanding  that  the  transaction  was  not  a 
business  loan,  but  rather  a  personal  repayment  of  money  for  the 
benefit  of  defendant  JIM  GUY  TUCKER. 

10.  On  or  about  October  3,  196 ;,  in  Little  Rock,  in  the 
Eastemn  District  of  Arkansas,  and  elsewhere,  P^vid  L.  Hale, 
connected  in  a  capacity  wich  CMS,  an  SBIC,  and 

V. JIM  GUY  TUCKER, 

defendant  herein,  aided  and  abetted  by  each  other,  with\ intent  to 
Injure  [and  defraud  CMS,  knowingly  and  willfully  misapplied  and 
caused  Co  be  misapplied  moneys  and  funds  in  excess  of  $100 
belonginto  to  CMS,  in  that  David  L.  Hale  and  defendant  JIM  GUY 
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TUCKER  caused  a  loan  to 
Corporation,  knowitv 
but  rather  a  p 
David  L.  Hal 
In 


Souchloop  Construction 

0  was  not  a  loan, 

funds  that 

TUCI 

CudV.  Section 


6S7,  and  /title  1^,  United  States  Code.  Section  2 
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THE  GRANQXitJRY  FURTHER  CHARGES: 

1.  The  Qiand  Jury  realleges  and  incorpo^tes  herein  by 
reterence  paragraphs  l^,^.^and — 3  Ctrro«gh^  15  of  Couijc  One,  and 
paragraphs/ 2  throu^n  a  of  Count  Twenty  of  thisHjidiccm^ 

2.  /On  o?7  about  October  3,  1987,  CMS  issued  a  Sraudu'^ent  loan 
:or  $100,000, 


or  about  the  summer  of  1987,  up  to  and,  including 


Occobed,  1987,  in  Little  Rock,  in  the  Eastern  District  ofl  Arkansas, 
j 

and  elsewhere,  David  L.  Hale,  connected  in  a  capacity  wijbh  pMS,  an 
SBic,  and 

JIM  GUV  rJCKSR, 
defendant  Xhe^ein,  aided  and  abetted  toy  each  ocher,  v/ith  intent  to 
defraud  CMSX  a^  with  intent  to  deceive  the  audiftdrs  of  the  SBA,  an 
agency  of  the\Un^ted  States,  knowingly  ^d  willfully  made,  and 
caused  to  be  made,  a  false  entry  in  the  reports  and  statements  of 
CMS,  to  wit:  that  Southloop  was  receiving  a  loan  from  CMS  on  or 
about  October  3,  1987,  for  $100,00  3,  when,  in  truth  and  in  fact,  as 
defendant  JIM  GUY  TUCKER  well  knew,  the  transaction  was  not  a 


corporate  loem,  but  rather,  the  tr&nsactlon  was  a  ^rsonal  pay  back 
,poo  tc 


of  SIOC 


:o  defendant  JIM  GUY  TUCKER  from  Davi 


Hale; 
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Ir.  violation  of  Title  18,  United  States  Code,  Section 
1006,  and  Title  13,  United  States  Code,  Se^vipn  2. 


KENNETH  W/  ST, 
INDEPENDENT  COONSEL 

Dated:"  Xuguit  17.  1995 


48 


888 

PAGE   13 

1ST  STORY  of  Level  1  printed  in  FULL  fonaac. 

Copyrighc  199$  The  vfashlngcoa  Post 
The  Washingcon  Poac 

May  29,  1996,  Wednesday,  Final  Edition 

SECTION:  A  SECTION;  Pg.  AOl 

LENGTH:  1S03  words 

HEADLINE:  Three  Guilty  in  Arkansas  Fraud  Trial;  Whitewater  Counsel  Vows  to  'Move 
Forward' 

BYLINE:  R.H.  Melton;  Michael  Haddigan,  Washington  Post  Staff  Writers 

DATELINE:  LITTLE  ROCK,  May  28 

BODY: 

A  federal  jury  handed  Whitewater  independent  covinsel  Kenneth  W.  Starr  a 
decisive  victory  here  today  by  convicting  two  of  President  Clinton' s  former 
business  partners  and  Gov.  Jim  Guy  Tucker  (D)  of  nearly  ail  the  fraud  and 
conspiracy  charges  Starr  lodged  against  them  10  months  ago. 

Tucker,  now  in  his  second  term,  promptly  announced  his  resignation  at  a  news 
conference  in  the  state  Capitol,  saying  he  will  leave  office  by  July  IS. 

The  jury  of  nine  women  and  three  men  ended  the  three-month- long  trial  by 
convicting  James  3.  McDougal,  who  once  owned  a  Little  Rock  savings  auid  loan,  of 
13  charges  of  conspiracy  and  fraud. 

McDougal' s  former  wife,  Susan,  who  some  courtroom  observers  believed  would  be 
acquitted  because  of  her  lesser  role  in  the  fraudulent  transactions,  was 
convicted  on  all  four  charges  against  her,  which  included  mail  fraud  and  making 
false  financial  entries  and  statements.  Two  jurors  said  later  that  Clinton's 
testimony  for  the  defense  had  no  bearing  on  their  decision  to  convict  his  former 
business  partners . 

Tucker,  52,  who  succeeded  Clinton  as  governor,  was  convicted  of  conspiracy 
and  mail  fraud  in  real  estate  development  schemes  that  eventually  helped  destroy 
McDougal' s  savings  and  loan.  "I'm  sura  they  tried  to  do  the  right  thing,"  Tucker 
said  of  the  jurors.  "As  it  happens,  they  just  did  the  wrong  thing." 

Clinton's  close  relationship  with  the  McDougals  during  his  years  as 
Arkansas's  governor  has  been  a  continuing  source  of  political  embarrassment  over 
the  past  four  years,  and  the  jury's  decision  only  exacerbates  that.  At  the  'dhits 
House,  Clinton  "old  reporters  he  was  saddened  by  the  convictions  of  his  longtime 
Arkansas  friends,  who  now  face  years  in  prison  and  fines  amounting  to  millions 
of  dollars. The  defense  had  called  Clinton  to  testify  in  hopes  he  would  damage 
the  credibility  of  the  chief  prosecution  witness. 

The  convictions  could  not  have  been  mors  timely  or  cumulatively  powerful  for 
Starr,  a  Republican  who  has  been  criticized  for  his  conduct  of  the 
investigation,  especially  by  Democratic  partisans.  The  result  also  represented  a 
vindication  for  a  sometimes  risky  prosecution  strategy  of  drowning  the  jury  with 
documentary  evidence,  m  this  case  more  than  SOO  exhibits. 
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By  concrasc,  jurors  said,  the  defense  presented  almost  no  case,  other  than 
the  testimony  o£  the  president  and  James  McOougal.  'I  can't  understand  why  they 
rested  so  quickly, *  said  one  alternate  juror.  The  panel  deliberated  for  eight 
days  before  reaching  the  verdicts. 

In  Washington,  a  beaming  Starr  told  reporters  he  was  'obviously  gratified*  by 
the  trial's  outcome  and  alluded  to  a  home-court  advantage  that  never 
materialized  for  the  defendants,  calling  the  convictions  *a  tribute  to  the 
people  of  Ar)cansas .  ' 

•What  now?  We  move  forward,"  Starr  said. 

The  subtext  of  the  trial,  so  strongly  flavored  by  Arlcansas  politics  and  the 
election-year  struggle  between  national  Democrats  and  Republicans,  was  the 
contest  between  Starr  and  Che  Clinton  White  House.  As  independent  counsel,  Starr 
had  broad  prosecutorial  powers  and  grand  juries  to  help  him  unravel  the  go-go 
real  estate  deals  chat  transformed  Liccle  Rock  while  Clincon  was  governor  in  Che 
mid-1980s. 

Clinton  faced  no  criminal  charges  in  this  crial,  but  Che  White  House  clearly 
did  not  relish  the  idea  of  a  jury's  branding  his  Whitewater  partners  as  croolcs 
ac  Che  very  moment  Che  presidenc  geared  up  his  reelection  campaign. 

Although  Che  crial  cencered  on  a  complex  loan- swapping  scheme,  ic  couched  on 
Che  Mhicewacer  real  escace  developmenc,  in  which  che  Clincons  amd  McDougals  were 
parcners.  Prosecution  wicness  David  Hale  cescified  chac  Clinccn,  as  governor, 
asked  him  co  approve  an  illegal  S  300,000  loan  to  Susan  McDougal .  About  5  50,000 
of  Che  proceeds  of  chac  loan  went  into  a  Whicewacer  accounc. 

Clincon,  in  videocaped  cescimony  played  in  courc,  heacedly  denied  chac  he 
urged  Hale  co  make  che  loan.  Risa  Gayle  Briggs,  a  41 -year  schoolceacher  who  sac 
on  che  jury,  said  che  panel  did  noc  focus  on  Clincon' s  cescimony,  although  she 
called  him  a  "very  credible"  wicness.  "His  name  was  brought  up  during  che 
deliberations  maybe  once  in  passing,"  she  said.  "The  president's  testimony  had 
nothing  to  do  wich  che  cransaccions  we  were  homing  in  on  and  discussing. 

"We  had  enough  credible  wicnesses  chac  we  didn'C  have  Co  rely  on  Clincon  or 
Hale,"  she  said.  "We  drew  diagrams,  we  story-webbed  ic  ouc,  we  did  a  cime  line, 
we  went  over  everything  wic.^  a  fine-cooch  comb." 

Said  anocher  juror,  Janice  R.  Greer:  "It  was  the  documents  we  went  wich.  The 
documencs  told  me  more  Chan  che  Cescimony  did. " 

The  verdicts  were  returned  lace  in  che  day  in  a  wi.ndowless  courcroom  chick 
wich  cension  and  heac  m  a  spring  swelcer.  T.he  defendants  and  their  lawyers 
hugged  and  shook  hands  and  clapped  one  another  on  che  back  before  che  jury 
recumed,  but  became  visibly  cense  when  che  clerk  read  out  the  30  verdicts  m  a 
monocone . 

Tucker  scowled  as  she  pronounced  him  guilty  of  conspiracy,  che  mosc  serious 
charge  he  faced.  McDougal  remained  impassive,  his  left  hand  cradling  his  chin. 

Like  che  Whitewater  hearings  conducted  by  che  special  Senate  committee  for 
the  past  cwo  years,  che  la.-.gc.hy  trial  was  a  step  backward  m  time  co  a  period 
when  financial  insticucicr.s  like  McDouoai's  Madison  Guarancy  became 
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rialC'Cakers  venturing  inco  new  enterprises,  especially  large-scale  real  estate 
development . 

Prosecutors  portrayed  McOougal  as  the  mastermind  o£  several  schemes  involving 
dummy  corporatioris ,  insider  deals  and  false  filings  to  regulators  to  increase 
his  personal  profits  and  those  of  his  co-conspirators.  The  prosecution  claimed 
that  the  McOougals,  Tucker  and  Hale,  who  owned  a  lending  firm  backed  by  Small 
Business  Administration  funds,  used  Hale's  firm  as  a  source  of  illegal  loans. 

There  was  agreement  among  defense  counsel  and  prosecutors  alike  that  McOougal 
fared  poorly  on  the  stand,  contradicting  earlier  statements  and  failing  to 
recall  key  episodes.  Ernest  Williams,  a  37-year-old  alternate  juror,  said,  "Jim 
McOougal  messed  himself  up  real  bad  when  he  got  on  the  stand.  .  .  .  There  were 
things  he  could  remember  from  30  years  ago  but  not  from  five  or  10  years  ago  .  . 

'I  think  the  best  thing  would  have  been  for  him  to  stay  at  the  table  with  his 
lawyer . " 

Others  on  the  defense  team  added  it  may  have  been  a  mistake  for  Tucker  not  to 
testify  in  his  defense.  They  also  criticized  his  attorney's  closing  argument  as 
weak . 

Though  he  sometimes  seemed  to  meander  in  talking  to  jurors,  prosecutor  W.  Ray 
Jahn  constructed  a  solid  documentary  case  against  Che  three  defendants, 
bolstering  the  testimony  of  his  witnesses  with  a  lengthy  paper  trail. 

Jahn,  a  big  bear  of  a  man  with  sandy  hair  and  a  mustache  who  favored  striped 
ties  and  suspenders,  ran  his  side  of  the  case  ferociously,  setting  up  a  war  room 
for  the  prosecution  team  in  the  bowels  of  the  federal  building  across  the  street 
from  the  U.S.  District  Court  building  within  sight  of  the  Arkansas  statehouse. 

Inside  the  locked  room,  inspirational  posters  were  hung  on  cinder-block  walls 
reading  "Confusion  to  our  enemies"  and  "Once  more  into  the  breach,  dear 
friends,"  symbols  of  the  zeal  with  which  Starr's  subordinates  brought  to  the 
trial. 

"It's  crime,  not  politics,"  Jahn  said  in  an   incer/iew  on  the  first  full  day 
of  jury  deliberations. 

Jahn  is  an  expert  prosecutor  of  bank  fraud  trials,  having  conducted  his  first 
20  years  ago  as  an  assistant  U.S.  attorney  in  San  Antonio.  He  said  he  was  fully 
confident  that  the  Little  Rock  jury  could  sift  through  the  complicated 
transactions  that  McOougal  engineered  while  at  the  helm  of  Madison  Guaranty. 

"The  issue  is  how  do  you  simplify  it  so  the  hearer  understands,"  Jahn  said. 
"If  you  can  show  them  the  badges  of  fraud,  they'll  understand." 

"They  paid  attention, "  Jahn  added.  "This  jury  stayed  with  it  all  the  way 
through . " 

McOougal,  SS.  faces  up  to  34  years  in  prison  and  S  4.S  million  in  fines. 
Susan  McOougal  faces  as  much  as  17  years  m  prison  and  a  S  1  million  fine. 
Tucker  could  receive  up  to  10  years  in  prison  and  a  S  500,000  fine. 


891 

PAGE   16 
The  Washington  Post,  May  29,  1996 

Ac  a  news  conference  at  the  state  Capitol.  Tuc)cer,  looking  visibly  shaken, 
said:  'Although  I  am  innocent  oC  all  charges  made,  I  must  accept  the  verdict  of 
the  jury  while  I  appeal.  But  I  cannot,  and  should  not,  allow  our  people,  or  our 
state,  bear  any  part  of  that  burden.* 

Tucker  will  most  likely  be  succeeded  by  Lt.  Gov.  Mike  Huckabee,  a  Republican 
who  is  currently  running  for  the  O.S.  Senate  seat  being  vacated  by  retiring  Sea. 
David  Pryor  (D) . 

At  least  nine  other  sitting  governors  have  been  indicted  while  in  office. 
Among  them  was  Marvin  Mandel,  the  governor  of  Maryland  who  served  14  months  in 
prison  for  mail  fraud  and  bribery,  and  Guy  Hunt,  governor  of  Alabama,  who  was 
convicted  of  violating  a  federal  ethics  law. 

Republican  members  of  Congress  said  today's  verdicts  legitimize  the  various 
inquiries  into  Whitewater.  Sen.  Alfonse  M.  O'Amato  (R-N.Y.),  who  heads  a  Senate 
committee  probing  Whitewater,  said  the  verdicts  show  chat  'there  really  is 
substance  Co  the  Whicewacer  invescigacion,  as  opposed  co  ic  being  challenged  as 
ic  has,  as  jusc  being  parcisan  wichouc  any  subsc2uice.  I  chink  Che  ]ury  has 
cercainly  demonscraced  c-hac  this  is  real." 

Rep.  Jim  Leach  (R-Xowa) ,  who  chairs  Che  House  Banking  Commiccee  chat  has 
invescigaced  Whicewacer,  said  on  CNN:  "I  have  never  suggesced  a  legal  concexc 
needed  Co  be  applied  co  Che  presidenc.  3uc  in  cerms  of  the  echical  aspects  of 
chis  whole  Whicewacer  circumscance,  ic's  going  co  be  very  serious  for  him.* 

Staff  writer  Serge  Kovaleski  in  Washington  contributed  to  this  report. 


GRAPHIC:  Photo,  jeff  mitchell;phm,  JAMES  3.  McDOUGAL  Convicted  of:  *  Conspiracy 
(one  count)  *  Wire  fraud  (two  counts)  •  Bank  fraud  (one  count)  *.  Mail  fraud 
(Chree  councs)  *  rraudulenc  participation  (one  count)  *  Making  false  statements 
(three  counts)  •  Misapplication  of  funds  (four  counts)  •  Making  false  entries 
(three  counts)  Acquitcad  of:  *  Mail  fraud  (one  count)  SUSAN  McDOOGAL  Convicted 
of:  *  Mail  fraud  (one  count)  •  Misapplication  of  funds  (one  counc)  *  Making 
false  entries  (one  counc)  *  Making  false  scacemencs  (one  counc)  JIM  GUY  TUCKER 
Convicted  of:  •  Conspiracy  (one  counc)  •  Mail  fraud  (one  counc)  Acquitted  of:  ♦ 
Wire  fraud  (Cwo  councs)  *  Bank  fraud  (one  counc)  *  Misapplicacion  of  funds  lone 
counc)  *  Making  false  entries  (one  count)  Arkansas  Gov.  Jim  Guy  Tucker  (D) 
leaves  federal  court.house  after  conviction.  He  said  he  would  resign  by  July  IS. 
James  3.  McDougal,  center,  speaks  to  reporters  outside  the  federal  courthouse  ir 
Little  Rock  after  his  conviction.  At  left  is  his  accomey,  Sam  Heuer. 
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INTEROFFICE  MEMORANDUM 

DATE:  October  7.  1993 

TO:  Juiie  Fry  Yanda,  Counsel 

;  Secaon  Chief,  PLS 

Kansas  CIcy  Office 

FROM:  Karen  L.  Carmichael.  Senior  Attorney,  PLS 

Legal  Cnminal  Coordinator 
Kansas  City  Office 

Philip  J.  Adams.  Senior  Attorney,  PLS 
Kansas  City  Office 

RE:  Legal   Review  of  KCO  Investigation's  Criminal  Referrals:   CR0190, 

CR0192.   CR0I95.    CR0196,   CR0198,    CR0199,    CR0203.    CR0210, 
CR021L 


I.  Pl-TtPOSE: 

Pursuant  to  Resolution  Trust  Corporadon  ("RTC")  internal  policy  as  stated  in  Memoranda 
fjarffi  June  17.  1993  from  James  Dudine,  Thomas  Hindes,  James  Barker,  and  Jerry  Patchan  to 
All  RTC  Invesngaaons  Department  Heads.  Staff.  Assistant  General  Counsel.  Lidganon  Section 
Chiefs  and  Attorneys  referencing  Crimmal  Referrals,  we  have  prepared  the  foilowmg  review  of 
the  above  cnminal  referrals  pnor  to  RTC  forwarding  same  to  the  Department  of  Jusace. 

n.       SCQEEi 

In  preparing  this  report,  we  have  reviewed  each  criminal  referral  along  with  its  respective 
accompanying  exhibits  as  origmally  prepared  by  the  KCO  Investigations  Department. 
Additionally,  we  have  reviewed  all  documents  within  the  professional  liability  files  as  well  as 
Madison  Guaranty  Savings  3c.  Loan  Association's  Special  Counsel  Invesagaave  Report  prepared 
March  3.  1987  by  the  law  nm  of  Borod  &  Huggins.  Memphis,  Tennessee.  We  base  our 
conclusions  solely  on  our  review  of  these  documents. 

Hoast 

coosoy 

PLSOOOIS 
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in.     SrecmC  REVIEW; 

A.        Analysis  of  Individual  Referrais 

1)       CR0190; 

Esdmated  Loss: 

$135,000 

Date  of  Violation: 

10/25/85 

Individuals  Suspected 

~of  violation: 

James  McDougal 

Jim  Guy  Tucker 

John  Latham 

Don  Denton 

Corporations/ Partnerships 

(unnamed  as  violators  but 

cited  as  relevant  to  the 

Clime):  Madison  Financial  Corporation  ('MFC') 

Mid-South  rule 

(^uapaw  Title 


Our  concerns  stem  from  the  following  issues: 

1.  Does  this  referral  violate  any  plea  bargain  or  immunity  relating  to 
Latham's  guUty  plea? 

2.  Why  isn't  George  Betts  named  as  a  suspect  if  the  appraisal  is 
alleged  to  be  fraudulently  made? 

3.  Why  isn't  Quapaw  Title  or  Andrew  Clark  named  in  the  referral  if 
the  multiple  October  29,  1983  title  comnutmena  are  allegedly 
fraudulent? 

4.  Where  are  the  loan  documents  for  subject  LN#7001347;  LN  3004-70? 

5.  b  'LN700I347'  as  stated  in  memo  (Exh.E-1)  the  same  as 
'LN3004-70*  stated  on  the  remitter  line  of  S125.000  cashier's 
check  #LN32II?  Which  is  the  conect  loan  Am  Guy  Tucker 
agreed  to  repay? 

6.  What  was(were)  the  stated  puxpo9e(s)  for  which  fun  Guy  Tucker 
ofRciaUy  agreed  to  use  the  $260,000  proceeds?  >»*'>' 

7.  Was  the  loan  ever  in  de£uiU? 

PLS0002S  rOOSiO 
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8.  Is  Jim  Guy  Tucker  a  silent  partner  on  MFC's  Castle  Grande  transaction?   Was 
MFC  Tucker's  nominee? 

9.  Who  actually  received  the  S93,620  "profit  from  sale"?  MFC,  McDougal  or 
Tucker? 

10.  Did  Jim  Guy  Tucker  and  Betty  Tucker  list  the  S93,620  "profit 
firom  sale'  on  their  1985  income  tax  return? 

11.  Did  MFC/MGS&L  consider  the  S125.000/S93.620  transaction  a 
.  capital  conthbuaon? 

12.  Why  are  the  alleged  #3004  loan  proceeds  ($260,000)  divided  into 
2  cashier's  checks  (#LN3211  and  #LN4731)  that  were  disbursed 
on  two  separate  days,  four  days  apart? 

13.  Who  is  Irene  Gamer?     Was  the  ARM  Saver's  loan  adjustment  on  10/1/85 
significant  or  a  mouvaung  factor  for  the  above  (Q;#12)  discrepancy? 


2) 


CBQ122: 

Estimated  Loss: 

Date  of  Violation: 

Individuals  suspected 
of  violation: 


S50,000 
April/May  1985 


James  McDougal 
J.W.  Fulbrighi 


Corporations/  Partnerships 
(unnamed  as  violators  but 
cited  as  relevant  to  the 
crime): 


White  Water  Development,  Inc.  ("WWD") 
Madison  Financial  Corporation  ("MFC") 
Earth  Mover's  Inc. 
Rigg's  National  Bank 


Our  concerns  stem  from  the  following  questions: 

I.         What  do  the  White  Water  Development  partnership  documents 
provide  regarding  loans  to  the  partnership  by  a  partner? 


HOUSE 
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2.  Was  McDougal  entitled  to  the  pre-paid  'bonus'  he  received  and 
which  he  then  directly  paid  into  the  White  Water  Development 
account? 

3.  Did  McDougal  report  this  bonus  on  his  1985  tax  return? 

4.  Did  the  bank  suffer  any  loss  as  a  result  of  the  S20,000  payment 
made  to  Fulbhght  from  McDougal? 

5.  Into  whose  account  at  Rigg's  National  Bank  was  the  Fulbhght 
cashier's  check  #Q2704  deposited?  Whose  name?  Ownership? 

6.  Regarding  MGS&L  cashier's  check  #LN2644: 

a)  Who  was  the  signatory? 

b)  Who  was  the  payee? 

c)  Who  was  the  remitter? 

d)  Who  asked  the  cashier  check  Teller  for  the  Check? 

e)  On  whose  authority  did  the  Teller  cut  the  cashier's  check?  ' 
0  From  what  proceeds  did  the  check  originate? 

In  addition,  we  would  recommend  that  this  referral  include  a  copy  of  White  Water 
Development  partnership  documents. 


3)         CRQ195: 

Estimated  Loss: 

Date  of  Violation: 

Individuals  suspected 
of  violation: 


Corporations/  Pannerships 
(unnamed  as  violaton  but 
cited  as  relevant  to  the 
cnme): 


S8,932,9(X) 
1/20/84  and  3/4/86 


James  McDougal 
Susan  McDougal 
John  Latham 
Greg  Young 
Bill  Henley 


Madison  Financial  Corporation  ('MFC") 

Campobello 

Maple  Creek 

Whitener/Whiiencr  Constniction/Whitener  &  Assoc. 

Madison  Marketing  hoose 

Madison  Real  Estate 

Designer's  Construction  >,  ^  ^ 

PLS0004S 


896 


Madison  Criminal  Refeml  Review 
Page  5 


Our  concens  stem  from  the  following  questions: 

1.        Has  the  Statute  of  Limitations  expired? 

Absent  any  evidence  of  an  ongoing  conspiracy,  whose  object  had  not  been 
accomplished  until  the  final  date  of  suspected  activity,  this  referral  is  void  due  to 
the  stamte  of  limitations'  expiration.  In  order  for  the  statute  of  limitations  to  be 
valid  under  18  U.S.C.  §  3293,  pursuant  to  FIRREA,  the  suspected  activicy  could 
not  have  occurred  prior  August  9,  1984. 

.2.       .  Does  potendal  double-jeopardy  exist  regarding  John  Latham, 
James  McDougal? 

If  the  same  funds  or  property  involved  in  Latham's  plea  agreement  and 
McDougal's  acquittal  are  involved,  potential  double-jeopardy  exists. 

This  referrai's  pnmary  exhibit  (Exhibit  A- 1-7)  appears  to  have  created  the  exhibit 
from  various  bank  statements  of  MFC's  checking  account.  This  exhibit,  however,  does  ndt 
appear  to  include  ail  debits  and  credits  of  the  entire  account.  Additionally,  the  re-created  bank 
statement  Exhibit  A- 1-7  is,  itself,  is  missing  a  significant  number  of  pages.  Exhibit  A- 1-7  only 
reflects  pages  7,  15,  22,  36.  47,  and  95.  he  underiying  documents  upon  which  the  created 
exhibit  is  based. 

4.  . ,    When  was  the  alleged  $8,932,900  "investment"  made  in  MFC? 

The  referral  references  the  "3/4/86  violation  of  1.1%'.  Presumably,  the 
$8,932,900  figure  represents  this  7.795  investment. 

Federal  banking  regulations  allow  the  parent  institution  (MGS&L)  to  invest     - 
6%  in  its  subsidiary  (MFC)  without  being  in  violation  of  the  regulation. 

According  to  this  referral,  MGS&L's  7.795  investment  in  to  MFC  is 
$8,932,900.  If  we  reduce  this  7.796  figure  to  1.795  (695  is  allowable  by  federal 
regulation),  the  remaining  1.795  investment  figure  is  $1,972,198.50.  As  a  result, 
only  $1,972, 198.50  can  be  at  issue  and  the  subject  of  possible  criminal  violation. 

The  referral  states  on  page  9  "...  there  is  no  evidence  that  the  7/11/86 
overdraft  ever  occurred."  This  alleged  "overdraft"  may,  in  fact,  represent 
MGS&L's  1.795  investment  overage,  not  an  overdid. 

5.  Was  the  alleged  deficiency  actually  charged  off  by  either  the 
institution  or  the  FDIC/RTC? 

6.  Is  the  $  1 .9  million  overdraft/tnvestment-overage  the  subject  maner 

of  the  civil  settlement  with  Frost  &  Co.?  house 

7.  What  docs  the  phrase  "causing  the  institution  to  be  AT  RISK  for         PLSOOOSS 
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$8,932,900"  mean  with  regard  to  criminal  conduct?  Is  this  an 
attempt  to  bring  cnminal  charges  against  Frost  Se.  Co.  for  civil 
settlement  as  set  forth  in  the  FDIC  v.  Frost  Sc.  Co.  accountant 
liability  civil  case;  as  well  as  Bill  Henley  wiUi  regard  to  his  civil 
settlement? 

It  is  important  to  note  that  all  the  issues  in  this  referral  are  identical  to  the 
fact  allegaaons  within  Madison's  accountant's  liability  civil  suit  that  the 
RTC  settled  in  Apnl,  1993.  The  central  issue  in  the  RTC's  suit  against 
former  Madison  accountants.  Frost  &  Company  was  what  the  RTC 
claimed  was  audit  failure  m  connection  with  Frost's  audit  of  MFC,  a 
Madison  subsidiary.  Frost's  audit  indicates  a  profit  of  $830,000. 
calculated  as  follows: 

12/85   MGS&L  mvestment  in  MFC  S5.031,000 

Shareholder  Equity  S   975.000 

Profit  $   830,000 

When  Peat  Marwick  was  retained  to  review  Frost's  audit  workpapers.  Peat 
detemuned  that,  contrary  to  Frost's  audit  report,  the  insQtution  had  actually 
sustained  a  multi  million  dollar  loss  on  this  transaction,  calculated  as  follows: 

12/85    MGS&L  investment  m  MFC  $2,621,000 

Shareholder  Equity  <S5.635.Q00> 

Loss  <  $5,789,000  > 


If  so,  does  this  referral  subject  Frost  St.  Co,  and  Bill  Henley  to  any 
HalDier  consideranons? 

What  releases  did  Frost  &  Co.  and  Bill  Henley  obtain  from  the 
institution  and/or  its  successors  (RTC)  as  set  forth  m  the  respecQve 
Settlement  Agreements? 


4) 


CR019$: 

Estimated  Loss: 

550,000 

Date  of  Violation: 

4/4/85 

Individuals  suspected 
of  violation: 

James  McDougal 

Charles  Peacock,  EH 

Bill  Clinton  Political  Committee  Fund 

PLS0006S 
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Corporations/Pannerships 

(unnamed  as  violators  but 

cited  as  relevant  to  the 

cnme):  Madison  Financial  Corporation  ("MFC") 

Dixie  Continental  Leasing 

Rowerwood  Fanns,  Inc. 

Bank  of  Cherry  Valley 

White  Water  Development  Corporation 

Quapaw  Title 

Our  concerns  stem  from  the  following  questions: 

1.  Is  this  transaction  related  to  CR02 11? 

2.  Does  this  referral  involve  funds  for  the  same  transaction  on  which 
McDougal  was  indicted/acquitted  (ie,  U5th  Street  Property  / 
Castle  Grande?) 

3.  Where  is  the  proof  of  ownership  of  White  Water  Development 
Corporation?  Have  we  examined  the  parmership  documents  or 
bank  signature  cards? 

4.  What  facts  do  we  possess  that  indicate  the  Political  Campaign 
Fund  knowingly  received  "misappropriated"  bank  funds  as  alleged 

*  '    in  the  referral? 

5.  How  did  Peacock  divert  cashier's  check  #Q2497  and  #Q2598  on 
April  4,  1985  when  the  loan  proceeds  (#LN2354)  of  which  they 
allegedly  were  a  pan  were  not  disbursed  until  April  5,  1985? 

6.  Could  the  four  S3. 000  checks  be  relevant  to  a  fund  raiser  event 
for  couples  (ie,  banquet,  gala,  etc.)  for  which  the  tickets  cost 
SI, 500  a  person  (in  1985,  the  legal  limit  was  not  S  1,000  but  was 
SI, 500)? 

All  the  checks  in  question  are  for  the  amount  S3, 000. 

Check  no.:      #Q2497  (cashier's  ck)  (remitter)  Ken  Peacock 

))fQ2498  Dean  Lundrum 

#Q2496  J.W.  Fulbright 

#688     (personal  ck)*  Susan  McDougal 

["joint  account  for  cither  Susan  or  James  McDougal] 

All  the  checks  in  question  were  drafted  on  April  4,  1985. 

H( 

cooais 
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7.  Is  the  name  of  the  spouse/escort  also  required  by  law  to  appear  on 
the  face  of  the  campaign  contnbution  (check)  before  the  Campaign 
Fund  may  deposit  the  check  if  obtained  in  the  course  of  a  fund 
raiser  event? 

8.  Has  the  statute  of  limitations  expired  on  the  Arkansas  state 
campaign  contribution  statute?  (Arkansas  campaign  contribution 
statute  is  a  misdemeanor.) 

9.  What  is  the  purpose  of  the  reference  to  the  Bassea  memorandum? 

References  to  the  Bassen  memo  appear  to  be  inconsistent  with  the  information 
contained  in  criminal  referral  data  (CR0I99).  This  is  pamculariy  true  in  light  of 
the  fact  that  the  HUD  laws  were  complied  with,  resulting  in  no  violations  of  that 
statute. 

12.  Why  does  the  referral  reference  Hillary  Rodham  Clinton  and  the  Arkansas 
Secunty  Depanment.  There  is  no  explanadon  of  their  alleged 
involvement  in  the  actions  that  are  the  basis  for  this  referral. 


5)        CRQ198: 

Estimated  Loss:  S1I6,200 

Date  of  Violadon:  2/29/84  through  1/15/86 

Individuals  suspected 

of  violadons:  James  McDougai 

Jim  Guy  Tucker 

Bill  Henley 

Lisa  Auspaugh 

Our  concerns  stem  from  the  following: 

1.  Does  potential  double-jeopardy  exist  regarding  James  McDougai? 

2.  Has  the  Statute  of  Limitadons  expired? 

Absent  any  evidence  of  an  ongoing  conspiracy,  whose  object  had  not  been 
accomplished  until  the  final  date  of  suspected  activity,  this  referral  is  void  due  to 
the  statute  of  limitadons'  expiradon.  In  order  for  the  statute  of  limitadons  to  be 
valid  under  18  U.S.C.  S  3293,  pursuant  to  FIRREA,  the  suspected  acdvity  could 
not  have  occurred  pnor  August  9,  1984. 

HOUSE 

3.  Why  isn't  Chris  Wade  named  in  the  referral  as  a  suspea? 

C00316 

PLS0008S 
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4.  Why  is  Tucker  a  suspect?  Where  is  Tucker's  liability?  How  did  Tucker 
benefit?  There's  no  indication  he  received  any  benefit,  nor  is  there  any 
indication  Madison  was  harmed.  Madison  as  paid  back  the  entire 
S4S,000  plus  principal,  interest  and  late  penalties. 

5.  Was  Tucker  Chris  Wade's  nominee  pursuant  to  the  original 
purchase  contract? 

6.  Why  is  James  McOougal  named  in  the  referral? 

7.  Where  is  the  evidence  that  Design  Construction  made  a  kickback 
of  funds  to  Wade  or  Tucker? 

8.  Is  this  an  attempt  to  bring  cnminal  charges  against  Bill  Henley  for 
the  same  transaction  as  Madison  earlier  civilly  settled  with  Henley? 

9.  What  was  the  actual  value  of  the  property  when  Archie  Heam 
purchased  it?   Did  he  pay  any  cash  on  top  of  the  573,800? 

10.  What  was  the  appraised  value  of  the  property  when  Tucker  became 
owner? 


6)         CR0199: 

Estimated  Loss: 

Date  of  Violation: 

Individuals  suspected 
of  violation: 


$390,000 

1984  through  1985 


James  McDougai 
Chris  Wade 
Sheffield  Nelson 
Jerry  Jones 
Larry  C.  Wallace 
John  J.  Flake 


Corporations/Partnerships      Ozark  Realty 

Ozark  Air  Service,  Inc. 
Head  Harbor  Holding,  Co. 
CampobeUo  Properties  Venture 


000317 
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Our  concerns  stem  from  (he  following  questions: 

1.         Has  the  Statute  of  Limitations  expired? 

Absent  any  evidence  of  an  ongoing  conspiracy,  whose  objea  had  not  been 
accomplished  until  the  fmal  date  of  suspected  activity,  this  referral  is  void  due  to 
the  statute  of  limitations'  expiiadon.  In  order  for  the  statute  of  limitations  to  be 
valid  under  18  U.S.C.  §  3293.  pursuant  to  FIRREA,  the  suspected  activity  could 
not  have  occurred  prior  August  9,  1984. 

.2.  .  The  exhibits  tell  a  different  story  than  the  referral:  in  particular 
a)  chronological  order  of  events;  b)  ownership;  c)  partnership 
interests;  and  d)  exchange  of  funds. 

3.         To  what  account  was  the  S373,250  deposited? 

4.'  What  is  illegal  about  Union  Nadonal  Bank  issuing  a  line  a  credit 
of  which  was  drawn  down  over  an  8  month  pcnod? 

5.  How  was  Jerry  Jones  benefitted?   Larry  Wallace?  John  Flake? 

Based  on  referral  exhibits,  Jones.  Wallace  and  Flake  have  a  basis  for  a 
civil  claim  because  they  were  injured. 

6.  Why  does  the  referral  claim  the  Interstate  Land  Sales  Act  was 
violated? 

Exhibits  and  deposition  testimony  indicate  the  sales  were  withheld  over  a 
year  so  that  no  violadon  actually  occurred. 


7)         CR0293: 

Estimated  Loss: 

Date  of  Violation: 

Individuals  suspected 
of  violadon: 


$313,000 

1/1/84  through  6/18/89 


E.  Patrick  Harris 
James  McDougai 


Our  concerns  stem  from  the  following  questions: 

1.         Has  the  Sutute  of  Limitations  expired? 


HOOSB 

C0031S 
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Absent  any  evidence  of  an  ongoing  conspiracy,  whose  object  had  not  been 
accomplished  until  the  t'lnal  date  of  suspected  activity,  this  referral  is  void  due  to 
the  statute  of  limitations'  expiration.  In  order  for  the  statute  of  limitations  to  be 
valid  under  18  U.S.C.  §  3293,  punuant  to  FIRREA,  ihe  suspected  activity  could 
not  have  occurred  phor  August  9,  1984. 

2.  What  is  the  appraised  value  of  property  on  1/1/84? 

3.  Why  not  a  referral  on  George  Belts  if  subsequent  appraisal  is 
suspicious? 

4.  ■   Why  not  a  referral  on  Abemathy  Development? 

5.  Where  is  the  extra  S  174,000?  Are  we  not  interested  in  where  it 
went? 

6.  Why  does  the  referral  say  'Harris  netted  more  than  S50,000*  from 
this  transaction?  Pursuant  to  Exhibit  E-4  Haiiis  did  not  net 
S50,000. 

7.  Did  Bill  Henley  purchase  this  building  with  Harris  (as  Harris 
stated)? 

8.  If  Henley  did  purchase  the  building  with  Harris,  did  Henley  take  this 
' '     transaction  as  a  tax  deduction  for  1983,  1984  or  1985?  He  stated  this  was 

his  purpose  for  the  transaction  in  the  Borod  &  Huggins  interview. 


8)         CRQ21Q: 

Estimated  Loss: 

Date  of  Violation: 

Individuals  suspected 
of  violation: 


S50,0G0 

1/10/85  and  2/22/85 


James  McDougal 
Lxnene  McDougal 
Andrew  Clark 


Questions: 

1.  Are  Mr.  and  Mrs.  Hall  ficticious? 

2.  Is  Mn.  Lorene  McDougal  alive? 

3.  Where  are  the  loan  records  for  #2187? 


HOUSE 

ceo0i9 
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4.  Where  are  the  bank  statements  for  Lorene  McDougal's  personal 
account?  (in  order  to  verify  what  funds  went  in  and  out  of  her 
account). 

5.  How  do  we  know  the  two  transactions  are  related?  What  proof  do 
we  have  to  verify  the  relationship? 

6.  Did  Mrs.  McOougal  have  knowledge  the  transaction  went  on  in 
her  name? 

_7.         Is   the  signature  on  the  back  of  Quapaw  check  /f^l   Mrs. 
McDougal's? 

9)         CRQ21t: 

Estimated  Loss:  5950,000 

Date  of  Violation:  4/4/85  through  10/4/86 

Individuals  suspected 

of  violadon:  James  McDougal 

Susan  McDougal 

Charles  Peacock,  III 


Our  concerns  stem  from  the  following  questions: 

1.  Is  there  any  significance  thai  the  beguuung  date  of  this  referral  is 
the  same  as  CR0I96? 

2.  Why  isn't  Latham  named  in  the  referral?  Is  it  because  this 
transaction  was  pan  of  the  original  plea  agreement  regarding  his 
prior  indictment? 

3.  Wby  isn't  Andrew  Clark  named  in  the  referral? 

4.  Which  county  is  the  property  located?  Saline  or  Pulaski? 
Are  we  discussing  the  same  piece  of  real  estate? 

5.  How  do  we  know  both  Dixie  Leasing  and  KJlcD  Construction  are 
owned  by  Peacock?  Who  else  has  ownership  interest  in  the 
cotporaaons? 

6.  Does  this  referral  have  anything  to  do  with  RTC  CROOOI? 


MOOSE 


7.         The  referral  says  '...the  sale  proceeds  were  used  lo  make  down  t^nryQ^n 

payment  of  the  I45th  Street  track.'    Is  this  the  same  property  '  LC\j«^U 
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funds  that  were  the  subject  of  the  ciiminal  indictment  of 
McDougai?  If  so,  potentiai  double  Jeopardy  exists  with  regard  to 
James  McDougai. 

8.  b  the  S434,000  RTC  charge  off  actually  the  balance  of  the 
53 13.273.77  figure  paid  to  K&D  by  MFC?  Or  is  the  $434,000  an 
additional  amount  to  the  fimds  paid  by  MFC? 

9.  How  did  we  arrive  at  this  S9S0,000  loss  figure? 

10.  Why  is  the  'Chan  of  Nepotism'  attached  when  most  of  the  names 
are  not  part  of  the  referral? 

11.  How  do  we  know,  and  what  evidence  supports,  the  S5 13.000 
payments  went  into  this  project? 

12.  Were  these  MFC  paymenu  for  work  K&D  performed  on  this 
property  (Casde  Grande)  or  some  other  property? 


HOOSS 
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To: 


Jan«  M.  JanJcowslciiOLAeRTCXC 
L.  Richard  lorio 
Las  0.  Aus«n 
Michael  X.  Caron 


Hey  you;   (Just  a  heajis   up  to  let  you  )enow  that  Mike  Carorlv  Senior  'triainal 
Investigator,  is  naw  the  lead  investigator  on  Madison. . .so  xnymore  taxes  you 
send  should  come/to  Mike's  attention,  and  any  further  csaaun^ation  ^bout 
Madison  should  go  to  hin,  too.   The  Powers  That  Be  have  decided  thatM'a 
better  off  out/of  the  line  of  fire  (and  I  ain't  arguing) ,  but  please  »let  ae 
assure  you,  that  we  are  leaving  you  in  very  capable  hands!   Got  ^ny  questions 
beyond  that, /ask  Lea  or  Richard... 
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close  an  investigation.   So  during  that  period  of  tine,  the 
amount  of  attention  that  I  could  spend  on  any  one^^aiter  was 
relBtiveiy  small. 

n  the  context  of  the  Madison  lawsuit,  I  beiiev4  that  the 
only  d^pcpsitions  that  I  attended  were  the  expert  depositions. 
And  as  ^"ye  said,  I  tried  to  review  the  more  significant 
pleadings.   If  there  had  been  a  trial,  I  would  have  attended 
the  trial. 

Q    You  mentioned  the  spring  of  1991.   What  happened  in 
the  spring  of  '91? 

A    The  case  was  settled.   We  accepted  somewhat  over  a 
millluii  dulitiLb  from  the  accountant's  malplraC 
carrier  and  dismissed  the  lawsuit. 

Q  /When  you  say  spring,  that  was  about  i\ 

To  the  best  of  my  recollection,  I  subinitced  the 
recommendation  to  settle  in  February,  1991.   I  dd  not  remember 

the  exact  date.   And  I  believe  that  it  took  untill  about  April 

i   i  j   1  ■ 

o(f  19  91  to  complete  the  settlement  documents  and  receive  the 

1   \ 
monei 

Lement  essentially  end  yOur  ihvolvement 
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John  E.  RyaniCEoeRTCDC 
Elian  8.  Kul}ca«Laqai-sc«RTC3C 
Thonas  L.  Hindas#Laqal-cls9RTC0C 
Marie  GabrailianiLegal-pis^RTCOC 
Pater  E.  KnightgOCRgRTC:: 


cc: 

Bcc: 

From: 

Sub^ecc: 

Dace: 

Attach: 

Certiry: 


Forwardad  by 


As  you  may  Icnow,  Conqresaman  Laach  mada  a  statamant  raqardxt^q  tha  so-called 
"Whitewater"  aff^r  on  the  floor  of  the  Conqrass  today.  At  on«  poincv  he  made 
speciJic/ raierejica  to  ma.  I  want  you  to  Icnow  that  I  cataqoricilly  deny  maXinq 
the  statiament  yhich  he  attributed  to  me.  Mr.  Leach,  said:       \     \ 


Jh.  F« 


:  wr 


\it«\ : 


OhFab^ary  2,  1994,  the  day  Roqer  Altaan  briefed  the  Mhit«\  House  on 
Madison  Guaranty,  RTC  Senior  Attorney  April  Bresiaw  visited \the  \ 
Ifansas  City  Office  and  said  that  Wasninqton  would  IDce  to  say  that 
Whitewater  caused  no  losses  to  Madiison.  \    | 

I  have  I  never  met  Mr.  Altaan.  I  did  not  Icnow  that  ha  was  brief inq  the  White 
House  on  February  2,  1994.  On  that  date.  I  had  not  met  either  Ms.  Kullca  or 
f         Ryan.  I  did  not  say  that  anyone  from  Wasninqton  "would  like  to  isayj 


/thmq. 


ili 


I  would  note  that  Ms.  Lewis  purports  to  be  a  "criminal"  tnvestiqatar.  As 
such,  she  may  not  understand  that  in  order  to  pursue  a  civil  case/  the 
plaintiftf  must  be  able  to  demonstrate  that  it  suff erred  a  loss.  yOf  cpurse, 
if  a  criainal  defendant  is  shown  to  have  caused  monetary  loss,  he  or  she  may 
be  sentenced  \to  make  restitution  if  he  or  sne  is  convicted.  In /that  ^ense, 
"loss"  is  \rel)ivant  to  criminal  matters.) 

In  any  even^,  r\met  with  Ms.  Lewis  briefly  to  see  if  she  ^auld  shed \ some 
liqht  on  thii  el'ement  of  the  civil  investigation.  At  th»^time,  sum   seemed 
nervous  and  uncomfortable  aoout  the  fact  that  her  cpiamal  referrals  Mo  not 
resolve  t.'ie  loss  i^ue.  She  could  not  answer  the  main  questions  that  I  iastced: 

What  was  -he  endlnq^aianca  of  the  Whitewater  ehe(.t.iiiij  » iii--'  "**    iS~  left 

in  overdraft  statu*,  which  would  have  meant  that  a  loss  occurred? 

It's  my  opinion  that  the  defensive,  political  slant  to  her  statement  is 
sinpiy  an  effort  to  draw  attention  away  from  her  emoarrassment  over  failing 
to  document  a  )cey  element  of  the  investigation. 

If  at  all  possible,  I  request  that  the  RTC  issue  a  statement  which  clarifies 
the  fact  t.'iat  I  am  not  a  political  appointee,  that  I  did  not  act  at  the 
request  of  political  appointees,  and  t.'iat  I  categorically  deny  making  the 
statements  attributable  to  me.  Thank  you  for  considering  my  request. 


I    I 


\  \    HoasE 
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)n  Friday,  March  25,  1994,  Ellen  Kulka  (General  Counsel)  hald  a 
neeting  with  Tom  Hindes  and  April  Breslaw  (PLS) .  This  meeting  was 
'he  Result  of  Cong.  Jim  Leach  using  April  Breslaw' s  name  on  the 
fouse  floor  the  afternoon  before  (March  .24)  .  The  meeting  comroei|ced 
it  approximately  3:45  p.m 

Eilen\  started  by  saying  —  with  respect  to  conversations  thatt  yov 
and  J^an  Lewis  had,  and  subsequent  conversations,  tell  me  wh2yt  yoj 
reVemt 

law  began  by  saying  that  she  only  had  one  conversation 
Lewis  in  Kansas  City  and  she  had  never  met  her  before 
April  says  she  believes  that  she  had  taDce^to  her  (by 
ne  or  two  times  before,  but  since  Jean  handles  criminal 
ions  and  April  is  on  the  civil  side,  th^ir  conversations 
N^pril  says  that  she  was  sent  to  Kansas  City  with  Gary^ 
Watts  frok  the  Investigations  Section.  She  say  she  spent  mc 
the  day  in\:he  converence  room  looking  at  recordsT  Board  minutes 
and  work  papers  on  transactions.  At  that  time  we  were  trying  to 
establish  the  loss  figures  on  transactions. 

Gary  was  working  on  spreadsheets.  During  the  course  of  the  day 
they  would  come  up  with  questions  and  call  in  different 
investigators  to  ask  their  questions.  April,  Gary  and  all  the 
investigators,  with  the  exception  of  Jean  Lewis,  went  to  lunch 
together  that  day. 

At  the  end  of  the  day,.  April  says  that  she  stopped  by  Jean's 
offilce.  Mark  Gabrellian  had  asked  April  to  try  to\^orm  an 
uni^arstanding  about  whether  the  White  Water  checking  accpiint  had 
caijised  a  loss.  April  said  that  she  only  had  a  passing  knowledge  of 
wh*t\that  involved,  but  Jean  was  the  primary  person  to  talkVo. 
Ap^iXy  said  that  she  went  to  Jean's  office.  April  said  that  yean 
considers  her  role  very,  very,  very  important.  Jean  insj^ed  that 
sh^  close  the  door.  April  stated  that  she  thought  this  was  a  v^ry 
secretive  way  to  handle  the  meeting. 

Ap^il  stated  that  she  sat  down  and  talked.   In  her  notes,  she  put^ 
the  time  of  the  meeting  at  about  3:50  and  ending  at  approximatelyN 
4  :  i  0  p  .jni It  was  definitely  the  end  of— the-^ay-; 


April  said  that  they  began  talking.  Because  the  two  of  them  had 
never  met  face-to-face  before,  the  first  part  of  the  conversation 
wai  pust  "chitty-chat"  like  how  die  you  get  into  RTC,  or  where  die 
you  (work  before.  April  said  that  she  then  asked  Jean  how  it  had 
coiiiB  to  happen  that  she  had  decided  to  delve  into  Madison  for 
crininal  referral  process  in  1992.  April  said  that  by  this  time, 
the  agency  had  lost  the  D  &  0  case,  the  bond  investigation  was 
settled  and   she   does  not   recall   looking   at   other   criminal 
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FfX-oceedings  against  McDougal.  One  or  two  had  already  pled  (^ilty\ 
In  the' Spring  of  1992  McDougal  was  acquitted.  \ 

AS  we/ were  talking,  I  aslced  Jean  why  she  went  back  to  Madison!  I 
seened  to  Be  that  Jean  was  defensive.  She  said  that  \  the 
Presidential  campaign  news  accounts  about  Madison  had  caughtl her 
ittention.  She  was  defensive  -  taking  institutions  out  of  orfer, 
joing  back  in.  She  admitted  that  she  took  it  out  of  order.  A|)ril 
$aid[that  she  could  not  remember  how  she  explained  it. 

As  a  Wide  note,  April  said  that  there  were  rumors  that  Jean  is /ver^ 
active  in  the  Republican  party.  April  stated  that  she  doe^  not 
know  \if  this  is  true.  She  said  that  if  Jean  had  received  /a 
r^ubiican  lean,  it  might  be  reason  to  take  a  closer  look.  / 

April  said  that  she  told  Jean  that  we  had  been  getting  inq\^dring/in 
Washington  about  Whitewater.  She  said  she  told  her  thaty£llen  ^nd 
Jack\Ry^  had  been  getting  inquiries  (she  said  that  she  was 
thinking  dif  the  tolling  agreements  and  the  D'Amato  l^ter.)  April 
said  that  \his  was  the  only  point  where  she  mentj^dfied  Ellen  Kulka 
and  Jackv  Ry^.  ^-"^  ^ 

April  saysXthat  she  denies  saying  that  Ellen  Kuikd  ur  jacK  Ryan 
wanted  a  particular  outcome  or  wanted  the  loss  numbers  to  be 
anything.  She  said  that  part  of  her  statement  is  offensive  to  me 
personally. 

April  said  the  two  of  them  proceeded  to  talk  about  what  is  loss. 
She  said  that  she  looked  at  her  notes  and  most  of  the  conversation 
was  devoted  to  Jean  explaining  her  theory  of  loss.  Another  15 
minutes  were  devoted  to  Jean  discussing  the  Clintons  and  their 
relationship  to  McDougal,  and  how  the  Clintons  should  have  known 
what  a  bad  person  McDougal  was  and  how  McDougal  was  ^shy  with 
iHvl^stments .  April  said  that  she  did  not  respond  t^  Jean's 
cqmjpents.  April  said  the  only  time  she  challenged  Jean\was  when 
shetsaid  that  Bill  Clinton,  being  Governor  of  Arkansas,  must  havR 
known  that  the  Savings  and  Loan  was  involvent.  April  said  \th^t  she 
taok\issue  and  said  that  from  the  private  sector  point  of  View  the 
saL  wa^^ot  insolvent.  April  said  that  the  purposedly  dJjA^not  \want 
to  get  into  a  debate  with  Jean  ^"^  she  only  wanted  factual 
information.  April  said  that  the  day  was  very  strange.  \ 
April  said  that  the  investigators  seemed  to  have  a  negative  view  "pf 
the  Rose  Law  Firm,  and  April  had  hired  the  Rose  Law  Firm.  Apri\l 
sajid  that  she  was  determined  to  be  calm  and  professional  and  mak^ 
a  j  conscious — effort — not — to — pi«k — any- — fights — or — ha^ve — anything 
unpleasant  happen  because  she  was  thinking  long-term  that  an 
investigation  might  be  in  the  works.  She  said  that  she  did  not 
make  any  notes  of  this  conversation  with  Jean. 

!  I 
Ellen  asked  April  if  she  thought  the  conversation  had  been 
recorded.  April  answered  no  and  said  that  if  the  conversation  was 
recorded,  she  was  not  advised  that  it  was  being  recorded. 

Ellen  asked  her  how  did  she  know  that  the  investigators  were 
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ifnhappV'  about  the  Rose  Law  Finn? 

pril /answered  that  in  about  August,  she  started  getting  req\]^st 
or  tne  closed  PL5  files  from  Julie  Yanda.  Julie  said  that  they 
ere  jworking  on  a  criminal  referral  out  there.  April  said  that!  the 
iles  were  stored  on  the  FDIC  side.  She  said  there  was  no  point  of 
ending  closed  files  to  field  when  RTC  offices  were  opened.  Airil 
Badelarrangenents  for  her  secretary  to  xerox  things  and  sent  then 
ro  Julie.  She  said  that  she  had  copies  of  a  couple  of  E-aailsland 
shor^  correspondence  to  Julie  with  the  files.  April  stated  ^ha 
inks  that  the  files  were  provided  to  the  investigators 


Apr il\  stated  that  the  scope  of  the  project  would  have  beeh  Jj 
Thbnpson's,  head  of  business  office  and  supervisc/r  df 
invyestigators.  However,  he  called  her  to  apologize  for  th^way  It 
turned  out.  April  said  that  Jia  had  asked  the  invest ioators  /to 
takes  another  look  at  Bond  and  D&O  claims.  April  yCou Id  not 
undentartd  why  he  did. 

April  statei^^  that  that  only  reason  to  go  back  t^^-^T^losed  case  w^ 
to  question  decisions  that  were  nade  before.  ."Kpril  said  they  wenti 
back  and  txied  to  do  a  review  of  conflicts  [ij^gMft?  with  RgBi*— fifr^^ 
Firm.  She  s^d  that  none  of  the  investigators  in  Kansas  City  are 
attorneys  but  they  made  an  attempt  at  looking  at  the  potential 
conflicts  that  may  have  aisen  with  the  Rose  Law  Firm. 

April  stated  that  when  the  Kansas  City  investigation  report  was 
issued,  no  one  had  interviewed  her  and  she  did  not  know  this  was 
happening.  She  said  that  the  document  did  not  reflect  that  it  was 
an  investigation  survey  or  re-review  of  Madison  claims.  April  said 
that  there  was  no  point  where  anyone  told  her  they  were  looking 
into  this.  She  said  she  was  out  of  the  loop.  April  said  that  she 
did-  not  know  why  Julie  requested  the  files  and  gave  tH^i^  to  the 
investigators . 


Aprl\l  stated  that  when  the  report  was  issued,  it  was  sent  to  Tom 
Hihdtes  and  Jim  Dudine.  April  did  not  receive  a  copy.  ihe\  said 
that  \she  could  not  understand  why  they  had  gone  back  intd  the 
inptittttdons  files  anrt  t-akon  a  sgrnnrt  1  nnV  At  th«»  r1n«sa^elai<t^s . 
She  Stated  that  they  agreed  with  the  conclusions.  If  they  had  npt, 
it;  was  a  way  to  criticize  the  attorney.  April  said  after  t^e 
report  was  issued,  she  did  not  talk  to  Jean  about  Madison.      \ 

April  said  that  Jim  Thompson  called  her  to  say  he  had  changed) 
r e spoijs-rbilities.  H^  had  hot  seen  tne  tinai  report  until  it  had 
been/isent.  Jin  said  that  he  had  asked  them  to  kook  at  the  Bond  and 
D&O  .issues  and  not  look  at  the  Rose  Law  Firm. 

I  / 
Eljen  asked  April  —  did  you  ask  hin  why? 

April  answered  No,  that  he  was  a  Vice  President  and  she  was  a  staff 
person. 

Ton  Hindes  said  that  he  had  received  the  report,  looked  at  it  and 
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^tuck  ix   in  the  file. 

Vpril/then  vent  on  to  say  that  she  had  heard  an  allegation  floktinc! 

:hat/at  some  point  during  Seth  Ward's  investigation  that  \weblt 

{ubbell  had  told  sonebody  about  the  outcome  of  the  case.  ji^riJ 
|said[  that  there  may  be  a  statement  on  record  to  that  effect. 

Vprijl  also  said  that  the  outcome  of  a  case  is  a  matter  of  public 
iinfoirmation.  She  said  she  was  confused  why  the  allegation  thajt  he 
anformed  him  of  the  case  was  in  the  report. 

April  said  that  towards  the  end  of  the  report  is  stated  /thap 
mrtHer  investigation  was  warranted.  She  said  that  when  the  r^porjt 
came  ^n,  she  became  irritated  with  the  way  it  had  been  done,  but 
sAe  did  not  argue  with  the  investigators.  She  said  that  she  made 
it\a  ptoint  not  to  call  or  write.  She  felt  that  no  response  fij'om 
het\  was  the  best  way.  / 

Then\a  new  report  was  out  and  by  then  FDIC  had  startea  inquitiies 
concerning  conflicts  of  the  Rose  Law  Firm.  It  wa^/approximacely 
Decembife^r  or  January  that  OCOS  had  started  as)0:T)g  questions  \^ 
Kansas  a^out\the  Rose  Law  Firm.  They  talked^-t^julie  Yanda  and  t2 
the  investiga'^ors.  FDIC  is  talcing  responsibility  for  hj^-ing  Pnca 
Law  Firm.  ^JiC  should  not  be  looking  at  Rose."  April  said  that  she 
would  live  by  what  they  concluded. 

lorio  sent  an  E-mail  saying  he  had  done  a  report  on  the  Rose  Firm 
and  he  would  send  a  copy  to  Tom.  April  did  not  have  a  direct 
conversation  with  him.  April  said  it  made  her  feel  a  bit  cautious 
with  them.   She  felt  she  had  to  be  very  careful. 

Mark  asked  her  to  go  to  Kansas  City  in  February.  She  thought  this 
would  be  a  good  chance  to  make  thinks  on  even  keel.  She  wanted  to 
be^very  professional  and  calm,  and  listen  to  what  they  had  to  say. 
Apnil  said  that  they  were  drafting  something  that  day  when  one  of 
thei  investigators  walked  in  with  something.  She  said \ that  she 
could  not  remember  what.  She  will  have  to  check  her\r^cords, 
Could  have  been  the  D'Amato  response. 
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To: 

Cc: 

Bee: 

From: 

Subjcec: 

Data: 

Attaeh: 

Certify : 

Forwarded  by: 


Mark  Cabr«llian«L«9al-pls«RTC0C 


April  A.   Braslaw«L«gal-pls«RTCOC 

sanata  doc's 

Tuasday,   Jupa^'ZT,    1994   IS: 31: 


N 


Z  hava  tha  iJprassion  tha»'<a*ra  in  tha  nidst  of  pfddu^ng  doc's  ^o  tha 
SEnaca  banlc^nq  comaict«a  in  ancicipatien  of  tha  haaring'^^hadulad  ^r  tha  and 
of  July.  1/  anybody^is  considaring  producing  anything  thacshas  anytlting  to  do 
with  my  cdnvarsati^  with  Jaan  Lawis,  I'd  liica  to  talk  about\whathar\  it's 
raaponsiva  to  th^committaa's  raquast.  It's  ay  understanding  rtaat  tha^  sanata 
r«j«ctad/aaandm«nts  which  might  hava  brought  this  incidant  into\tha  s^opa  of 
tha  hearings .  7 

At  a  parsonal/laval,  I  strongly  raquast  that  avarybody  ba  caraful  >tot 
inadvartantiy  produce  anything  to  do  with  tha  Lewi^  conversation.  Such 
production  could  very  well  throw  ne  into  another  situtaion  in  whicn^I'B| 
blindsibed  l^y  crazy  members  of  Congress  who  are  playing  to  the  press.  If  that 
happensj,  I 'A  not  going  to  let  myself  get  slammed.   I  will  start  teliing|my 
side  ofl  thej  story  to  the  ^ress  and  tha  ehips  will  just  have  to  fall  where 
they  may. 
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August  12,  1994 


L.  Richard  lorlo 

Direcror  oC   Field  Investigations 

Thomas  L.  Hindas  ^*— k_  [^ — ;, 
Assistant  General  Counsel 

Adninistrative  Leave 


Ybu  aire  hereby  placed  on  Adsinistrative  Leave  to  be  effftctik  e 
imnedlately  upon  receipt  on  August  15,  1994.  You  will  retUrn  to 
active  duty  status  affective  the  beginning  oi  your  tour  of  duty  bn 
Aitigust  29,  1994.  This  status  provides  you  continuation  of  full  pky 
and  benefits.  I    f 

\         \  ' 

You  ane  restricted  from  all  RTC  offices  including  all  locations  Ln 

the  Kahsas  City  .Metropolitan  area.   You  may  make  arrangements  vith 

Jaak  W^  Newconb  to  remove  any  personal  items  you  have  at  yO/Ur  wpric 

sta'tion\.   Your  FDIC/RTC  Identification  Card  must  be  returned  co /Mr . 

NewoonbV 


:  Vina  ar 


Your  Time,  and  Attendance  for=s  will  be  completed  and  processed 
reflect  Administrative  Leave  during  the  tine  in  whi9H  you  arie  m 
this  sratu4< 

Please  note  tHat  during  this  period  of  AdainistiTTtive  Leave,  you 
prohibited\froa  engaging  in  any  kind  of  outside  ample 


If  ycu  have  "^y  questions  you  may  contact  Randi 
Chief,  Employee  Relations,  OHRM,  at  202-736-0908. 


Mendelsohn, 


IT— r.  N^W  "Mirtuioro^A 


RIXJOOS 
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KtSOLUTIOH   TIHJST  Cqj><OI>ATION 

•wlrtnt  Th«  Crisl* 
in|  TIm  C»mM*m*m 


Leland  0.  Ausen 
Supervisory  Investigator 


QuQiiJ) 


Thomas  L.  Hindes 
Assistant  General  Counsel 


Adoinistrativc-  Leave 


rou  are  hereby  placed  on  Administrative  Leave  to  be  efflectilve 
Lmmeaiately  upon  receipt  on  August  15,  1994.  You  will  ret\irn  Itto 
ictive  duty  status  effective  the  beginning  of  your  tour  of  dUty  jon 
^ugu4t  29,  1994.  This  status  provides  you  continuation  of  full  pay 
ind  benefits.  I 


\q\. 

tih€ 


(ou  are  restricted  from  all  RTC  offices  including  all  locatibns jin 

\a   kansas  City  Metropolitan  area.   You  may  maJce  arrangementis  with 

Jbck  W.  Newcomb  to  remove  any  personal  items  you  have  at  yoiir  w6r)c 

iiation.   your  FDIC/RTC  Identification  Card  must  be  returnee^  to  ^r. 


Neycomb. 
Your  Twne  ar 


ind  Attendance  forms  will  be  completed  and  prorcessed  to 
ref ]^ct\Adninistrative  Leave  during  the  time  in  whichyyou  an'e  in 
this  \status. 


>lease\io 


Please ^otk  that  during  this  period  of  Administraj 
prohibited  B^om  engaging  in  any  )tind  of  outs^ 

If  you  have  a^y  questions  you  may  contact 
Chief,  Employee  Relations,  OHRM,  at  202-736-0908, 


/e  Leave,  yov. 


employment. 


ielsohn. 


7m  St—t.  N.W.  Wa^rr^on.  O.C  20*3* 
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aeSOLUTION    TUUST  g^RPOPATION 

olvlnf  Th«  Cruu 
E^uxonnf  Th«  Caa/idtofis 


MEMORANDUM  TO 


Administrative  Leave 


You  /are  hereby  placed  on  Administrative  Leave  to  be  e£\rectiive 
iiTune/diately  upon  receipt  on  August  15,  1994.  You  will  return  tc 
active  duty  status  effective  the  beginning  of  your  tour  of  dutyj  on 
Augv^st  29,  1994.  This  status  provides  you  continuation  of  full  pay 
and  benefits. 


ucpist  12 , 

L.  Jean  Lewis 
Senior  Investigator 

Thomas  L.  Hindes  >J^W  14-J) 
Assistant  General  Counsel 


lYou  |are  restricted  from  all  RTC  offices  including  all  location 
\the  (Kansas  City  Metropolitan  area.   You  may  make  arrangemen,ts 
\lacic\  w.  Newconb  to  remove  any  personal  items  you  have  at  your 
station.   Your  FDIC/RTC  Identification  Card  must  be  returno^l  t 

^^wcanb. 

\   \ 
Yoyr  T^ne  and  Attendance  foras  will  be  completed  and  pi/ocessed  to 


ref^lec^  Administrative  Leave  during  the  time  in  wnich'  you 

thiSy  Status. 


^'.at  during  t.his  period  of  Administr 
om  engaging  in  any  kind  of  out 

any  questions  you  may  conta 
yee  Relations,  OHRM,  at  202-736-0908 


u.     Mendelsohn, 


aoi  I7rrt^srr»ei.  tlV/  Wairincron.  DC  rCUJ4 
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CAPITAL  MANAGEMENT 
CHRONOLOGY  OF  EVENTS 

09/30/92  David  Hale  notified  SBA  thac  Capital  Management's 
private  capital  was  increased  by  $13.8  million  by 
donated  assets  . 

09/15/92  Capital  Management  submitted  an  application  for  $6 
million  of  leverage  in  the  form  of  preferred  stock. 

A.  10/28/92   Certified  letter  to  David  Hale  from  Phyllis  Dawson 

returning  the  licensee's  application  for  $6  Million 
of  leverage  in  the  form  of  preferred  stock. 

Requested  information  on  donated  assets  which 
formed  the  basis  for  the  $13.8  million  capital 
increase : 

MILLION 

$11.5     Pool  certif icate'of  medical  receivables 
2 . 5     National  Building  Supply  unrestricted, 
registered  common  stock 

$13.8      TOTAL 

B.  11/12/92    OGC  opinion  on  Capitalization  &  Borrowings  of 

SBICs:  Inclusion  of  Donated  Assets  in  Private 
Capital  for  Leverage  Purposes. 

OGC  concluded  that  donated  assets  are  not  to  be 
included  in  regulatory  capital  until  they  are 
converted  to  cash. 

C.  12/08/92   Certified   letter   to   Thomas   Anderson,   Capital 

Management,  from  Marvin  Klapp: 

o  Conditional  approval  of  the  $13.8  million 
capital  increase  but  excluding  the  increase 
from  Regulatory  Capital  until  converted  to 
cash. 

o  Approval  of  exchange  of  assets  subject  to  the 
assets  received  being  converted  to  cash  within 
12  0  days. 

o  Return  of  the  $6  million  application  for 
funding  because  the  licensee  was  ineligible 
for  such  leverage. 

o  Notice  that  the  $1.4  million  application  for 
funding  was  being  processed 
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12/09/92  Mr.  Hale  was  notified  thac  approval  of  leverage 
would  be  subject  to  a  current  regulatory  compliance 
of  Capital  Management . 

02/19/93  Meeting  in  AA/I's  office  with  David  Hale  concerning 
the  capital  increase  and  leverage  application. 

D.  03/11/93  Examination  report  on  Capital  Management  issued. 
Regarding  the  source  of  the  contributed  non-cash 
assets. 

Central  Arkansas  Community  Development 
Corporation  Development  Company  (CACDC)  was 
the  source  of  the  contributed  assets: 
National  Building  Supply  (NBS)  stock  and  the 
Medical  Receivable  pool  certificate. 

A  September  30,  1992,  letter  to  CACDC  from 
First  Dominion  Financial  Group,  the  custodian 
holding  the  pool  certificate,  stated  the  pool 
certificate  had  been  delivered  by  Concorde 
International,  Ltd.  (Concorde)  which  allegedly 
was  an  off-shore  private  investment  company 
domiciled  in  the  Grand  Cayman  Islands. 

Concorde  probably  was  the  source  of  the  NBS 
stock. 

Thom  Anderson,  president  of  CACDC,  refused  to 
provide  any  information  concerning  the  source 
of  contributed  assets  included  whether 
Concorde  was  the  source. 

03/26/93  Letter  to  David  Hale  regrading  Examination  Report 
findings . 

B.  04/20/93  Letter  from  David  Hale  regarding  the  Examination 
Report  findings. 

P.  05/05/93  Briefing  of  Erskine  Bowles  and  referral  of  Capital 
Management  to  the  Office  of  Inspector  General  for 
Investigation. 

G.   05/05/93   Chronology  of  events  regarding  Capital  Management's 

application  for  leverage  and  subsequent  referral  to 
SBA's  OIG  for  investigation. 

H.  05/05/93  Letter  to  David  Hale  from  Joseph  Newell  (faxed) 
acknowledging  receipt  of  Mr.  Hale's  April  20,  1993, 
letter  regarding  SBA's  March  26,  1993,  and  April 

19,  1993  letters. 
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Among  ocher  things,  this  letter  notifies  Mr.  Hale 
that  the  information  sought  regarding  donated 
assets  has  not  been  provided,-  therefore,  the  matter 
has  been  referred  to  the  Inspector  General  for 
investigation . 

I.  05/05/93  Letter  to  Joseph  Newell  from  David  Hale  (faxed) 
responding  to  his  May  5,  1993,  letter  and 
expressing  shock  regarding  the  referral  to  the  OIG. 

05/06/93  Erskine  Bowles'  confirmation  hearing  before  the 
Senate  Small  Business  Administration  occurred  this 
date. 

J.  05/13/93  Memo  to  Wayne  Foren  from  Claude  Cooper  concerning  a 
phone  call  from  David  Hale  on  5/13  regarding  a 
possible  meeting  with  Governor  Tucker  on  a 
Community  Bank  Concept. 

K.  05/19/93  Briefing  outline  provided  to  Erskine  Bowles  as  an 
update  on  the  status  of  Capital  Management. 

Notified  Mr.  Bowles  that  Capital  management 
defaulted  on  Debentures  and  that  SBA  was  proceeding 
to  liquidation.  Capital  Management  cured  the 
default  and  we  didn't  transfer  the  licensee  to 
liquidation. 

L.  06/14/93  Memo  to  Charles  Mezger  and  Phyllis  Dawson  from 
Joseph  Newell  regarding  a  phone  call  Mr.  Newell 
received  from  FBI  Special  Agent  David  Reign 
concerning  Capital  Management.  He  stated  that  he 
was  working  with  the  US  Attorney's  office  on 
Capital  Management  and  he  requested  specified 
information. 

7/20/93  FBI  obtained  a  warrant  to  seize  Capital  Management 
records.  Vince  Foster  found  dead  in  park.  Capital 
Management's  Records  were  seized  on  next  day. 

M.   8/04/93    Memo  to  Acting  ADA/FIP  from  DAA/I  notifying  her  of 

fraud  against  SBA  by  capital  management  based  on 

information  provided  by  US  Attorney's  office  of 
Eastern  District  of  Arkansas . 


N.  Undated  Memo  to  ID  committee  from  DAA/I  notifying  them  of  a 
meeting  to  be  held  on  August  16,  1993  to  consider 
transferring  Capital  Management  to  Liquidation. 

0.  08/09/93  Briefing  memo  to  Administrator  Bowles  from  Wayne 
Foren  on  developments  leading  to  possible  criminal 
indictment  of  David  Hale. 
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09/15/93  SBA  appointed  receiver  of  Capital  Management.  This 
was  done  with  David  Hale's  agreement. 

09/21/93  Memo  to  Administrator  Bowles  providing  him  a  status 
report  on  Capital  Management  and  notifying  him  that 
David  Hale  was  expected  to  be  indicted  on  September 
21  or  22. 

10/22/93  Wayne  Foren  was  reassigned  by  Administrator  Bowles 
from  the  position  of  Associate  Administrator  for 
Investment  to  the  position  of  Special  Assistant  to 
the  Deputy  Administrator. 


DATE:  MAY       5   1^^ 
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TO:  Stephen  Marica 

Assistant    Inspector  General 
Cor    Investig, 

FROM:  Wayne   S./foren 

Associarte  Administrator   for   Investaent 


SUBJ:  RetjQest   for   SSBIC^nvasrig?if.lon^ 

/Capital  Maparjement   Services, 
License   No<^6/06-5207 

'  ^  ■ 

Capital    Manageaent    Services,    Inc.     {CXZ)  .was    recently   examined   by 

tile     Office     oi/    SBIC     Ejcaainations      (copy     of     ExaminA>tion  \  Report 

attachedj     which    made    the    following    statement    in    its  ^^ansmittal 

letter:  /    / 


"Wi  believe  the  donation  and  exchange  of  assets  raises  serious 
questions,  such  as  potential  conflict  of  i  interest 
transaKitions,  which  we  could  not  pursue  because  of  Mr. 
Anderson's  refusal  to  answer  our  questions  regarding  CACOC's 
source  of  the  stocJc  and  accounts  receivable,  i  Without 
additional  information,  we  believe  the  potential  for 
undisclosed  material  facts  exists  in  the  transactions, 
inciuding  the  potential  for  illegal  activity."    /   / 

The  examination  of  CMS  was  undertaken  at  the  request^  the  Office 
of  Investment  because  the  licensee  submitted  an  avpplication  for 
preferred  stDck\leverage  and  our  analysis  of  documents  submitted  in 
connection  with  ^e  application  raised  serious'^questions  about  the 
source  of  S13\3  Million  of  donated  capital.  It  does  noc  seem 
plausible  that  someone  would  donate  S13.3  TUllion  to  CMS  for  no 
consideration  and  with  no  strings  attached.  As  noted  in  the 
Examination  Report,  the  examiner's  attempts  to  obtain  all  the  facts 
(from  the  licensee's  managers)  pertaining  to  donated  capital  and 
disposition  of  assets  to  an  Associate  were  xinsuccessful. 

Under  the  circumstances,  we  sought  to  obtain  the  facts  through  an 
Examination  Letter  (copy  enclosed)  addressed  to  the  Board  of 
Directors.  Although  our  Examination  Letter  gives  the  licensee  3  0 
days  to  provide  the  requested  information,  we  received  certain 
information  after  mailing  the  Examination  Letter  Vhich  requires 
that  the  matter  be  referred  immediately  to  your,  \pffice  (see 
enclosed]  Memo  to  Files) .  \  \ 

Please  ref^r- — any — g^ipsrions on this — matter — to — i^sepb  Newell, 

Director;,  Office  of  Investment,  at  205-6515.  "^ 

Your  assistance  is  appreciated. OI/Petexsok/4/2/93  :riHxi.:xjo:  4-5-93 

ciu ^"'»  TT ITTT. S-7-1 Prmrsnw 

/^  OIG         OE-CHESTJiUT  Code:D-4 

PrrgRSOK  LmV  "lU'i! Dawson  Pi^  "VO   

NEwniT^Aiiy"  _,.  Seeffcrson 


GAC  002706 

003  1  ^8 
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PRIVILEGED  AND  CONFIDENTIAL 


Date: 
To: 


From: 


Subject: 


June  14,  1993 

Charles  Mezger,  Acting  Director 
Office  of  Examinations 

Phyllis  Dawson,  Chief  Area  II 
Office  of  Investment 


n 


Joseph  L.  Newell,  Director  Va^.. 
Office  of  Investment      CJ^ j'' 

Capital-Management  Services,  Inc. 
Little  Rock,  Arkansas 
License  No.  06/06-5207 


'^Ui-'-t 


.v^ 


At  about  4:00  P.M.,  I  returned  a  call  from: 

Special  Agent  David  Reign 
Federal  Bureau  of  Investigation 
10825  Financial  Centre  Parkway 
'■  #2  Financial  Center,  Suite  200 
Little  Rock,  Arkansas  72211. 

His  telephone  number  is  (501)  221-9100.   He  advised  that  he  had 
been  referred  to  me  by  SBA's  Office  of  the  Inspector  General. 


He  also  advised  that  he  was  working  with  the  U.S. 
Office,  and  he  requested  the  following  information: 


Attorney's 


1.  Copies  of  the  SEA  examiner's  workpapers  for  the  examination  of 
the  Licensee  for  the  period  ended  November  30,  1992.  He 
expressed  an  interest  in  "Findings"  Numbers  1  and  2,  but  a 
greater  interest  in  "Other  Matters". 

2.  A  copy  of  the  prior  examination  report. 

3.  A  copy  of  the  Licensee's  Preferred  Stock  Leverage  Application 
filed  October  8,  1992  and  all  related  correspondence. 

4.  A  copy  of  the  Licensee's  Annual  Report,  SEA  Form  4  68, 
including  the  IPA  Report,  for  the  FYEs  6-30-91  and  6-30-92. 
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5.  Copies  of  SBA  Forms  1031  filed  by  the  Licensee  for  the 
following  SBCs: 

a.  Autometrics 

b.  Arkansas  Commercial  Realty 

c.  Property  Care,  Inc. 

d.  Cole  Masonry  &  Construction,  Inc. 

e.  Midwest  Consulting 

f.  Med-A-Corp 

g.  Incredible  Closeout 

6.  Telephone  numbers  for  Autometrics  and  Med-A-Corp  which  he  said 
was  known  to  the  SBA  examiner. 

7.  -^Copies   of   third-party   correspondence   (if   any)   seeking 

information  from  SBA  about  National  Building  Supply,  Inc. ,  and 
First  Dominion  Financial  Group. 

8.  Copies  of  any  prior  referrals  to  the  OIG  re:   Capital- 
Management  Services,  Inc.  over  the  last  five  (5)  years. 

S/A  Reign  stated  that  the  FBI  inquiry,  at  this  time,  is  limited  to 
information  available  from  other  than  "public"  sources  e.g.  their 
files  and  SBA  files  but  not  SEC  files. 

Items  numbers  1,  2  and  6  should  be  provided  by  the  Office  of 
Examinations  directly  to  Special  Agent  David  Reign.  The  balance  of 
this  request  will  be  handled  by  the  Office  of  Investment. 

THIS  INOITIRY  SHOULD  BE  TREATED  AS  CONFIDENTIAL. 


Foren  u 
Shepperson 


923 


UNITED  STATES  DISTRICT  COURT 
EASTERN  DISTRICT  OF  ARKANSAS 


UNI 


DAV 


Arkansas 
94 


appeaKaitces 

For    theXPraintif f 


BEFORE    THE    HONORABLE    STEPHEN    M.     RE^SONER, 

United    States-     District    Juda« 


U.     S.     Do-ffartment    of    Juistice 

By:     ROBEft^?— 3-: — TTSTEZ     JR.,  ESQ.    _ 

Independent  Counsel 

RUSTY  HARDIN,  ESQ. 

DENIS  J.  McINERNEY,  ESQ. 

Associate  counsel 

2  Financial  Centre,  Suite  134 

10825  Financial  Centre  Parkway 

Little  Rock,  Arkansas -V 22 1 1 


For  the  Defendant 


Skokos  &  ColemaT>,  P. A.       _ 
By:  RANDY  COLEMAW,  JR.,  ESQ. 
425  W.  Capitol  Avenue  Suite  3200 
Little  Rock,  ArWansas  72201 


Court  Reporter 


CAROLYN  S .  FANT     \ 
P  .  0.  Box  1148       \ 
Little  Rock,  Arkansas 


72203 


Proceedings  reported  by  machine  stenography; 
transcript  prepared  by  computer. 


Carolyn  S.  Fant 
Un^i.ed  Stat^is  Court  Reporter 
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PROCEEDINGS 
THE    COJifrfi        Good    n 
FISKE:     Good    mc 
THE    COURT:    JThe    mat 
morning    is    Up-iTted    States    v, 

pres'ent    iui    the    courtroom    wj 

/  / 

atcornay.       The    Government    j 

Fipke/   Independent    Counsel. 

Are    we    ready    to    pi 

MR.     FISKE:     Yes,     w« 

iE    COURT:        Mr.     Cc 

COLEMAN:     Yes, 

IE    COURT:     Mr.     Ha] 

with    your    attori 

you    will    raise    y< 

the    clerk    to    swear    you. 

(Defendant    sworn.) 

THE  COURT:   Mr.  Hale,  what  i?  your.-  age,  sir? 


o  go  to 


will  ask 


MR. HALE:  Fifty-two. 


THE  COURT:   How  much  education\  ao  you  have? 

Urtdexgraduate  law 


MR . HALE :  Have  a  law  degree 


degree . 


THE  COURT:   Have  you  recently  been  treated  by  a 


p h y sfL cian  or  psychiatrist? 
MR. HALE:  No,  sir. 


Carolyn  S .  Fant 
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22 

23 

24 

25 


THE  COURT:   Are  you  under  the  influence  of  any 

-ng  that 
sedings? 


hatsoever  as 

MR.  COLEMAN:  No,  sir,  I  do  not. 

THE  COURT:  Mr.  Haie,  have  you  ba/en  /furnished 
withXa  ^opy  of  the  proposed  supersedingy^nf o^mation  in 
this    ca s e^l 

1R\HALE:     Yes,     sir,     I    h 

THE  COURT:   I'm  going  to  ask  either  Mr.  Fiske 
or  someone  he  designates  to  please  read  the  superseding 
Information.  - 

MR.  FISKE:  Your  Honor,  Mr.  Mclnemey  will  ^ 
vofunteer  to  do  that. 


THE  COURT:   Thank  you,  Mr.  McIneJ^ney, 


HK.  HciNKKNE!;":  Thank  you.  Judge, 

In  the  case  of  '.'.lited  States  of  America  v. 


Davi< 


Hale,  the  Independent  Counsel  charges: 

Count  One,  introduction.   Paragraph  1.   At  all 


Carolyn  S .  Fant 
United  States  Court  Reporter 
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"Small  BusTn^-s-^Administration,  SBA, 
was  an  ag^y  of  the  United  States  G^a^ernment  with 
responsibility  for  providing  financial 
small/  busin 
aid/sBIC 


sistance  to 
SBICs\  in  order  to 


lendi 


ng    money    to    small    bi 


as/  mu«h    as    $3-    to    S4.00    for    every    dollar    o\    cWpital 
reicei/ved    by    an    SBIC,     paid-in-capital. 


Inc. ,  CMS, 


aged 


(b).  Capital  Management  Services, 
was  a\  pri.ately-owned  SBIC  located  in  Littfe/Rock, 
ArkVn^as  which  specialized  in  making  loani  t,<b  what  were 
repri^sevnted  to  be  socially  or  economic^ly  iisadvant 
small  iMisdness  concerns. 

\ji)  I     Defendant  David  L 
the  president  of  CMS. 

The  conspiracy,  caragraph  2.   From  in  or  about 
September  1988,  up  to  and  including  in  or  a-faout  March 
1989,  in  the  Eastern  District  of  Arkansas-and  elsewhere. 


was  an  owner  and 


th^l defendant  David  L.  Hale,  and  otheraXknown  and  ~ 

>wn,  unlawfully,  willfully  and  knowingly  did 

combine,  conspire,  confederate  and  agree  together  and 

wiirh  each  other,  to  defrauc  the  United  Stated  and  its 
agprycy,  namely  the  SBA. 

The  purpose  of  the  conspiracy,  paragraph  3. 


Carolyn  S.  Fant 
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The  putpose  of  the  conspiracy  was  to  obtain  money  and 

iraudulent 


ry  and  dishonest  meansi  dlefraud  the 

LI  ' 

United  States  and  its  agency,  the  SBA,  in  taatj  th 
defendant  Oavid  I. .  Hale,  with  others  known  /and  unknown, 
knovfing  that  the  amount  of  paid-in-capital/  of/  CMS  and 
statues  <»f  loans  on  the  books  of  CMS  woui^  influence  th( 
SBA  to\pr\yide  financial  assistanc^^^o  CMS,  w<uald  and 
did,  frauH^ently  and  falsely,  i!"n f  1  a t i  the  amount  of 
paid-in-capital  of  CMS  and  misrepresent  the  true  status 
of  certain  loans  on  the  bo  •■ks  of  CMS. 

Five,  it  was  a  further  part  of  the-' conspiracy 
that  on  or  about  November  3,  1988,  defendaTlt  David  L. 
Halia,  with  others  known  and  unknown,  woald  and  did  caus 
SSaoVooo  to  be  transferred  from  certain  /accounts  at 


Prudential-Bache ,  $400,000  of  which  would  eventually  be 
transferred  to  a  savings  account  of  CMS.      \ 


Paragraph  6,  it  was  a  further  part  of  the 
conspiracy  that  on  or  about  November  4,  1988,  defendant 


Carolyn  S.  Fant 
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;9o\/ 


:onspiracy 
int  David 

SBA  that 
iced  by 
Mt  on  the 
'■ate  paid-in-capital,  CMS  would  and 
:n  apply  for  financing  from-  the  SBA  i/n  the  amount 
,000,  and  that  in  connection  with  /aidf 
appliivcaVion  defendant  David  L. 
make  fVlsNz  representations  cone 
of  certars^oans  to  entities  th 
$400,000  was  passed. 

Eight,  it  was  a  further  part  of  the  conspiracy 
that  in  or  about  November  1988,  defendant  I>^vid  L.  Hale, 
with  others  known  and  unknown,  would  and-  CTld  cause  CMS 
to  transfer  through  several  other  separate  entities  "the 
$8()o\ooo  referred  to  in  paragraphs  5  thjou^h  7  above. 


\ 


baak  to  the  accounts  at  Prudential-Bache  fram  which  the 
money  originally  had  been  transferred.       \ 

Paragraph  9.    it  was  a  further  part  of  the 
coriapiracy  that  on  or  about  March  1,  1989,  defendant 


iJ' 
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David *L.  Bale,  with  others  known  and  unknown,  would  and 
did  cause  5 2 7 b  ,  ojl.©— r^o  be  traTrs-t^rred  rrom  certain 

10  was 


thers  known  and  unknown. 


would  and 


srer  through  a  separate  entity  the 

52^5,^00  referred  to  in  paragraph  9  above, /back  to  the 

/   / 
acctouiit  at  Prudential-Bache  from  which  the  money 

orig\na\^ly  had  been  transferred. 

Jleven.   It  was  a  further„^^rt  of  t\e 

conspira^^fythat  on  or  about  Marc^j — 1"T7  TTH'S  defendant  _ 

David  L.  Hale  would  and  did  make  false  representations 

to  the  SBA  in  connection  with  CMS ' s  application  to  the 

SBA  for  financing,  concerning  the  payment  status  of 

certain  loans.  •  — 


Twelve .  It  was 


a  further  part  \ovf  the  conspir 

W 


acy 


thati  CMS  would  and  did  receive  S900,000iis  funding  from 


\ 


the  SBA  as  a  result  of  the  actions  described  in 

!  \ 

paragraphs  4  through  11  above,  which  funding\was  granted 
to  CjlKs    on  March  21,  1989  . 

Overt  acts,  paragraph  13.   In  furtherance  of 


Carolyn  S .  Fant 
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8 

the  conspiracy  and  to  effect  the  objects  thereof,  the 
following  overt,A«irs"^  among  5rt-h^rs,  were  committed  in 
the  Easterji^istrict  of  Arkansas  ana\elsewhere : 

about  September  19^9,  defendant 

les  watthews  and  a 


meeting  with 

ent  of  Charles  MatXheWs 

about  October  1988,  Eugei'^e  Fitzhugh 

Prudential-Bache; 

about  November  4,  1988i,  defendant 

$400,000  to  be  transfeorred  to  CMS; 

/   I 
d).   On  or  about  November  8,  1988,  Eugene 


Daiv 


Fit^hiigh  had  discussions  with  an  individual  employed  by 
Mcln^ir^  Numismatic  Auctions,  Inc.; 

s(e).   On  or  about  March  3,<'^1989,  defendant 
David  L.\0yle  signed  a  check  mad-e — payable  to  Liberty  _ 
Mortgage,  Inc.  in  the  amount  of  $275,000. 

(e),  --  I'm  sorry,  (f).  On  or  about  March  3, 
1989,  defendant  David  L.  Hale  had  a  meeting.-  with  Charles 
Matthews  and  an  individual  employed  by  Liberty  Mortgage, 
Inc^ ;  and , 

(g).  On  or  about  March  13,  19 89 ,\def endant 


David  L.  Hale  signed  a  letter  addressed  to  \the  SBA. 

I  ■  \ 

That  count  is  pursuant  to  Title  18,  United  States  Code,  j 


Sec  tiTon  371. 

Count    Two,     paragraph    14.       The    allegations 


Carolyn    S.     Fant 
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contaTned  in  paragraph  1  of  this  superseding  Information 
are  hereDy  repe^*«^,  r e a  1  i e g e7i~~<n d  incorporated  by 
reference  >rs  though  fully 

From  in  or  aboubv  1985  through  in 

Kansas  and 

s  known  and 

devised  and 

d 


r  obtaining  money  and  pr 
udulent  preten 


defraud  anc 
false  and 


pretenses,  representations  and  ppomises,  to 
ale  and  others  devised  a  scheme,  (a);  tb  obtain 
monVy  \and  property  belonging  to  CMS  and  its  shareholders 


by  mean^  of  fraud  and  false  and  fraudulent  pretenses, 
repres>^n Cations  and  promises,  and,^^fb)>  to  olx^ain  money 
and  prop^^^j^  belonging  to  the  SBfl:  ffy  means  of  fraud  aod 
false  and  fTaudulent  pretenses,  representations  and 
promises.   It  was  a  part  and  object  of  the  scheme  that 
Hale  would  and  did,  among  other  matters,  on-e,  make  false 
statements  to  the  SBA,  and,  two,  misapply~CMS  and  SBA 
funds  for  improper  purposes 

Paragraph  16.   For  the  purposelo'f  executing  and 


attempting  to  execute  such  scheme.  Hale  cai^sed  to  be 
Liver* 


de 


red  by  mail  according  to  the  directionX thereon , 


mai-lXmatter  and  things,  including  but  not  limited  to,  an 


u 


application  for  financing  that  Hale  mailed  to  the  SBA  onl 
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or  about  February  28,  1986.   And  that  count  is  pursuant 
to  Title  18,  Upjrtred  States  Co3>>v^Sections  1341  and  2. 
fd  it's  signed  by  Mr.  Fislc^ 

)URT;   Thank  y^u  for  reading  that,  Mr 
Mcln< 


ill  right,  Mr.  Bale  and  Mr.  C( 
the  podium. 


you  can  go 


Ir 


Mr.  Hale,  after  hearing  the  superVedlng 

]      I 
fonmation  read,  and  I  noticed  you  were  fo|ll<^wing  along 

wiith  Ithe  printed  copy  with  your  lawyer,  do  ftroa 

understand  what  you  are  charged  with  in  th^  S|Uperseding 

InfVrn,ation? 

MR. HALE:  Yes,  sir,  I  do. 

•HE  COURT:   Have  you  ha^,-^n  opportufbity  to 
It  with  Mr.  Coleman? 

MR. HALE:  Yes,  sir.  I  have. 

THE  COURT:   All  r-ght. 

Now,  there  is  c.rrently  pen'i'.ng  an  indictment 
against  you  that  was  returned  by  the  gran3*  jury  on 

a  \  - 

ptember  23,  1993  and  --  well,  actually\ that  has  been 


discuss 


Se 

supexseded  by  a  superseding  indictment  that  was  return 
in  the  early  part  of  this  year.  Now,  it's  xhe  Court's 
understanding  that  you  wish  to  enter  a  plea  qf  guilty 


ed 


the  /Information  —  superseding  Information  that's  just 

1/ 
been  read.   And  upon  acceptance  of  the  plea,  if  the 
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Court,  accepts  that  guilty  plea,  it's  your  understanding 
the  Government  ^>wrIT  move  to  rffs-jn^ss  the  superseding 
indictment/that's  currently  pending  ^^ainst  you;  is  that 
correc 

MR.ffifLE:  Yes,  sir, 
HE  COURT:  All  rJ 
do /you  /hot,  that  you  have  < 
charged  by  indictment  of  a 
wajivd  that  right  and  consei 
In|f oqmation  of  the  United 

MR. HALE:  Yes,  sir, 

THE  COURT:   If  you  waive  indicti 


13   will 


14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 


eed  against  you  on  the  Inform 


you  haa^  o^en  indicted. 

HALE :  Yes ,  sir . 

THE  COURT:   You  understand  that? 

MR. HALE:  Yes,  sir. 

THE  COURT:   Have  you  discussed  the-'  matter  of 
waiving  your  right  to  indictment  by  the_  grand  jury  with 
Mr  I  1  Coleman? 

MR. HALE:  Yes,  sir,  I  have 


THE  COURT:   Any  questions  you  want\to  ask  me 
ab<i.ut  that? 


MR . HALE :  No ,  sir . 

THE  COURT:   All  right.   It  is  your  desire  then 
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to  waive  indictment? 

MR.HALf'f — ies,  sir, 

COURT:   Bas  any  threat  di;^  promise  been  made 
to  indulge  you  to  waive  indictment? 

MR. 9X1^:  No,  sir 

fBZ    COURT:   Mr.  Coleman,  do  yo>i  ■see\  any  reason 
wh^  Mr./Hale  should  not  waive  indictment? 

MR.  COLEMAN:  Your  Honor,  I  do  not 

THE  COORT:   All  right. 

Let  me  aslc  Independent  Counsel  to  present  the 
waiver  ot  indictment  form  to  Mr.  "Coleman  and  Ur .  Hale  so 

A    \  . 

the^  can  execute  it. 
■^aiver  signed.) 

;HE  COURT:   All  right.  tie^   Court  fields  that 
the  waiveXyOf  indictment  is  knowingly  and  voluntarily  - 
made,  and  it  is  accepted. 

I  will  ask  the  c'erk  to  file  the  Waiver  of 
Indictment  form  and  the  superseding  Inf  orma-tion .   While 
she  is  doing  that,  I  think  there  are  s ojne "mo r e  seats 


scattered  in  the  courtroom  and  we  will  ^ikke  a  break  in 
place  and  let  you  folks  that  are  standin/g  Vhere  look  for 


a  seat  in  the  courtroom. 

You  need  to  give  cne  clerk  a  copy  of*,  the 


superseding  Information  so  she  can  file  it. 
MR.  McINERNEY:  Certainly. 
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THE  COURT:   All  right,  Mr.  Hale.   I  understand 

time  to  enter  a  plea  of 


ard  at 

ding  Inf ormatioX^  is  that  correct? 

,  sir 

All  right.   S><</  ^  pr'^viously  asked 

the  waiver  of  indsictm^nt 
!  record  I  will  revieV  ir\  summary 
iariier  questions  in  order  to 
deternnxne  that  you  are  competent  to  go  forwiard  to  enter 

I   J  1   I 

the  plea.   You  told  me  that  you  have  a  law  ^degree? 

i-iR.  HALE  :  Yes  ,  sir 

THE  COURT:  I  believe  you  told  us/yo^  have  not 
recently  been  treated  by  a  physician  apd  or 
psych  i\^t  r\^  s  t  ? 

HALE :  No ,  sir . 

THE  COURT:   You  are  not  under  the  influence  of 
any  drug,  alcoholic  bevere ge  or  substance  that  would 
impair  your  understanding  of  these  proceedings;  is  that 
correct?  — 

MR.  HALE:  That's  correct. 

THE  COURT:   Mr.  Coleman,  I  askedVyou  earlier  if 


you  thought  Mr.  Hale  was  fully  competent  tbv  waive 


indictment.   Is  that  your  opinion  also  aboutXgoing 
forward  and  entering  a  plea? 

MR.  COLEMAN:  That  is  my  opinion,  Your  Honor. 
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THE  COURT:   All  right.   Thank  you 


Now,  if  you  plead  guilty  do  you  un^derstand  you 
halve  to  waive  your  right  not  to  incriminat^  yourself 
because  I  will  ask  you  questions  about  wha^  yjbu  did  in 
>rdBr \to  satisfy  myself  that  you  are  in  f 
you  fl^ou^d  have  to  acknowledge  your  gui 
undersXai^4  that? 

r.  HALE :  Yes,  sir 

THE  COURT:   All  right.   Let  me  ask  you  a  couple 
of  questions  regarding  your  representation  by  Mr. 
Coleman.   Is  Mr.  Coleman  retained  by  you  or  appointed  by 
the  Court? 

MR. HALE:  Retained  by  me,  sir. 

THE  COURT:   Are  you  fully  satisfied  with  his 


representation? 
I 
I 

MR.  HALE:  Yes,  sir 


THE  COURT:   Do  you  think  there  is  anything  he 


should  have  done  that  he  did  not  do? 


u 
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MR.  HALE:  Mo,  sir. 


ing  he 


s  your 


pendent 
Coinsel  read  the  superseding  Information  and  ij  noticed 

:e  following  along  with  Mr.  Coleman.   Are  you 
.ar  with  that? 
,HALE:  Yes,  sir 

COURT:  Do  you  need  Lt^^o    be  reaciv,again? 
'HALE:  No,  sir. 
THE  COURT:   Now.  do  you  further  undeiitand 
under  the  statute  the  maximum  penalty  for  the  offense 
charged  under  Count  One  is  not  more  than  fi-ce  years' 
imprisonment  and  a  3250,000  fine  or  both;  "and  also  under 

n  V\  _ 

Couinit    Two,     a    five-year    imprisonment,     $25(^^,000    fine    or 

botihi 


These  charges  each  carry  a  maximum  Sentence  of 


fivie  years"  imprisonment,  a  maximum  term  ofXthree  years 
supervised  release,  maximum  fine  of  the  greater  of 
$250/000,  twice  the  gross  gain  or  twice  the  gross  loss, 
and  (a  mandatory  special  assessment  of  350.00. 
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Therefore,  the  total  maximum  sentence  of  incarceration 
on  totti  counts  j,«-^ten  years  iir~-p^ison  under  the 
statute.  jyb    you  understand  that? 

s ,  sir ,  I  do . 

Now,  in  addittqn ,  anyXterm  of 
e  followed  by  a  term  of  Supervised 
obability  would,  and  \f  ^ou  were  to 

supervised  release  yoi^  ciuld  be 
itentiary  for  that.   Do| 

!s,  sir.   Yes,  sir. 

Also  you  may  be  orde 
1  understand  that? 
!s  ,  sir 
)ORT :  And  what  I  ^usc  told  you,  as  far -as 
the  sentencing,  of  course,  is  the  maximum  sentence  under 
the  statute.  After  you  have  been  interviewed  by  a 
probation  officer,  th-  sentencing  guidelines  manual 
range  will  be  computed  by  the  probation  orfice  according 
to  the  United  States  Sentencing  Commis^r^n  guidelin 
'    ~'    information  gathered  by  th*  {probation 


to  make 


manusal .   The 


th* 


\ 


office  from  your  interview  and  other  relate'd  inquiries 


will  influence  the  calculation  of  your  sentencing 


guLd/eline  range. 


Now,  Mr.  Coleman  may  have  explained  how  the 
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sentencing  guidelines  operate  and  he  may  have  given  you 
an  estimate  or  >t»ra:t  he  thinJcs  S^oJi^r  sentencing  guideline 
range  wiii/be.   However,  at  this  poiri^  you  need  to 
understy^d,  Mr.  Hale,  that  neither  your  \ttorney ,  nor 
Indep;endent  pdunsel,  or  me,  for  thali^matteR,  can  tell 
you  /exactly  wnat  your  sentencing  guideline  rVnge  will 

t\  your 
um  and  that 
L  follow  the  sentencina  guidelines  in  ^enitencing 
Do  you  understand  that? 

MR.  HALE:  Yes,  sir,  I  do 

THE  COURT:   Therefore,  if  your  lawyer  or  anyone 
else  ^ak  attempted  to  calculate  the  sentencing  guideline 
range,  Vo'i.  must  realize  that's  onj^^^an  estimate.   Your 
actual  gulsd^iine  range  may  be  higher  or  lower  than  wha-t 
anyone  has  previously  esr-mated.   But  what  I  want  you  to 
understand,  if  it  turns  out  that  what  your  sentencing 
auideline  range  is  is  something  different  t-han  an 
estimate  you  relied  on,  that  is  not  going~to  be  a  basis 

foa  lyou  to  withdraw  your  guilty  plea.   Do  you  understan< 

i  \ 
that 


V 


MR. HALE:  I  understand  that. 

THE  COURT:   Also,  do  you  under s t a nd ^t ha t  ,  if  I 


accept  your  guilty  plea  this  morning,  that 


do 


imraddiateiy  thereafter,  as  Chief  Judge  of  the  Eastern 
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District  of  Arkansas,  I  will  enter  an  order  suspending 
you  from  practj.^^'iir  the  f ederl"iv.,courts  in  the  Eastern 
and  Westenrt  Districts  of  Arkansas  aii^s^otify  the 
disciplinary  committeA—oi— tiieSupreme  Can.rt  of  Arkansas 
of  the  fact  frliat  you  pled  guilty .^**Sio  you  Understand 
that/?     X  \^-   \ 

/    /  MR. HALE:  Yes,  sir.  \   \ 

/    THE  COURT:   Do  you  understand  all\th4  possible 
consequences  of  a  plea  of  guilty  to  the  superseding 
Information? 

MR. HALE:  Yes,  sir. 

THE  COURT:   How  do  you  plead?  Gu/ltV  or  not 


guil 

^R.HALE:  Guilty 

COURT:   Before  I  can  accept  your  plea,  I- 
need  to  make  certain  that  your  plea  is  voluntarily  made 
and  made  with  the  full  kno-ledge  of  y^ur  rights  and  the 
possible  consequences  ar.r  also  that  yru  are",  in  fact, 
guilty.   I  want  to  review  with  you  the  ri'ghts  you  have 
und4r  the  Constitution  and  laws  of  the  'United  States  to 


pleau  not  guilty  and  go  to  trial 


You  will  be  entitled  to  a  speedy  ahd  public 

i  \ 

trxax  before  a  fair  and  impartial  jury.   In  r^ct ,  your 

tria/L  is  scheduled  to  begin  Monday.   At  trial  the 

Government  would  have  to  confront  you  with  its  witnesses 
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19 

and  Mr:  Coleman  would  have  the  right  to  cross-examine 
those  witnesses^_^-Hrt  the  trTa"i~~.jcou  would  be  presumed 
innocent  un,tfil  such  time,  if  ever,  a^s^the  Government 
might  es/tablish  your  guilt  by  competent^evidence  beyond 
a  reasonable  d<}tibt .   At  the  triai~^y<?u  woulii  be  entitled 
to  compulsory  process,  subpoena  power, ^to'  compel 
witness^  to  testify  on  your  behalf.   Fin\llyv  at  trial 


yo 


t  to .  Do 


yop  understand  those  rights  I  have  enumerated  jfor  you? 
MR.  HALE:  Yes,  sir. 


THE  COURT 


On  tne  other  hand,  Mr./  Hale,  if  I 

/ 


acce\^pt\your  guilty  plea,  there  will  be  no/xrial.  I  will 
entei\  a\ judgment  of  guilty  based  on  thatt^  plea  and  later, 
after  1^  h a, v e  studied  the  Presente n^-K'K e p o r t  ra^o m  the 
probation\o^f  ice ,  I  will  determi^re — and  xmpose  your 
sentence.  Do  ycu  understand  that? 

MR. HALE:  Yes,  sir,  I  do. 

THE  COURT:   Now,  I  must  know  whether  you  are 
making  the  plea  because  you  did  commit  the-offense 
chaziged.   Let  me  ask  you:   Is  your  plea\\he  result  of 
any  threat  or  promise  that's  been  used? 


MR. HALE:  No,  sir,  it  isn't. 

THE    COURT:        Is     _l    the    result    of    any  \f  orce , 

eitihex    physical    force    or    mental    force,     that's    been    used 

1/ 
agaiinst    you? 

u 
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MR. HALE:  No,  sir. 


20 


ffered  you  anything  of 


-  to  come  in  ttuxe  andXplead  guilty? 

sir 
Bas  anyone  offered  y^u  anything  of 
eep  you  from  telling  independent 
!  you  have  awout  these  matiters? 

sir . 
And  you  still  wish  to /pljSad  guilty 
I ,     sir 

[  need  to  advise  you  tha/t  I'm  not 
invoivd^  \n  plea  bargaining  in  anjt-^ay  and  I  * tr,  not  bound 
by  any  plH^ agreement  between  you  and  the  Government , _if 
such  has  been  reached.   The  power  of  sentence  is  vested 
exclusively  with  the  Court.   Now,  I  can  allow 
Independent  Counsel  to  dismiss  counts,  inde.-ed  to  dismiss 
an  indictment,  in  exchange  for  a  guilty  p-tea  to  the 

Inflqrmation;  but  I  cannot  accept  a  guiltk  plea  that's 

1\  \\ 

baaed  on  any  understanding  you  think  you/  maght  have 

I  V 1 ^     V 

about  what  sentence  you  "are  qoing  to  get.   ao  I  want  to 


ask 


going  to  g« 
you:   Did  anyone  Lead  yju  to  believe  wherX  you  came 


h^e  this  morning  and  pled  guilty  you  could  count  on 


getitling  a  particular  sentence  from  me? 

u 
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MR. HALE:  No,  sir,  they  haven't. 


e\a.    it  would 
sentence  — 
whit  t    thought  was  the  appropriate  sentence  |  under  the 

\  \  u 

lavA  and  you  could  not  withdraw  your  piea  ju/st  (because 


u  \dian  '  t    li 


/       / 
ke    what    I    gave    you.        Do    you    urnde/rstand 


yoi 
that7\ 

HALE:  Yes,  sir 
COORT:   Very  well.  '  Any  questions  you  wiah 
to  ask  me  about  anything  we  have  covered  so  far? 
MR.  HALE:  No,  sir. 

THE  COURT:  Let  me  ask  I ndependent -Counsel , 
please,  to  state  the  facts  that  would  be-  *eveloDed  at 

n  ^         "      - 

trilall  on  the  two  counts  in  the  superseding  Information. 
MR.  HARDIN:  Would  you  prefer  I  )do\  it 


here  or  at 


the  podium.  Your  Honor? 

THE  COURT:   Do  i  c  at  the  podium  plea^se,  Mr 


Haodin . 

/ 


MR.  HARDIN:  May  it  please  the  Court. 
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Your  Honor,  as  to  Count  One,  the  evidence  would 
s  part  oT~~-a.^ons piracy  with  others, 
3  and  Mr.  Fitzhu^,  who  have  been 
duled  for  trial  separately,  to 
00,000.  Specl^f^cally\  the  evidence 
g  other  things,  tM,f  in\  November  of 
9  Mr.  Hale  and  others^  caused  over 
orarily  transferred  iiVito  \Mr .  Hale's 
ment  company,  CMS,  so  ^hajt  Mr.  Hale 
to  the  SBA  that  two  thingis  were 


present.   Number  one,  that  cert 
nonAperf orming  loan 


\ 


LS  had  been  p 


that  v^^  ^**^  $400,000  in  new  pa 

the  lo^sXhad  not  been  paid  off 

infusion  V^  new  capital  in  the 

others  did  this  so  that  Mr.  Hale  could  qualify  to 

receive  $900,000  in  fur.iing  from  the  SBA.   As  a  result 

of  their  fraudulent  actions,  Mr.  Hale's  company  did  in 

fact  receive  the  $900,000  in  March  of  19'89-. 

With  respect  to  Count  Two  of  th^  superseding 
Inlo\:mation ,  the  evidence  would  show  thait  ^uring  the 


period  of  time  from  1985  through  1991  Mr.  Hale  engaged 

lis  company,  CMS,  t< 


in  a  scheme  during  which  he  caused  hj 


make/' fraudulent  loans  to  various  individuals  and 
entities  in  order  to  improperly  and  illegally  benefit 


u 
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23 

hinsel£  and  various  other  people.   Specifically,  the 
evidence  would^>-h^w  that  on 

throughout/that  time  period  Mr.  Hale  paused  false 
statements  to  be  s u bnij_ti.£d__i2_t h e  SBA  cohcerning  loans 
CMS  m/de  to  lyrfmerous  entiti 
{n.    addition,  Mr.  H 
Q^  ^he  proceeds  of  a  loan  t 


ge  portion 


iners  in 


improfyerly  obtaining  from  Madison  Guaranty  saviings  and 
Loan  and  then  used  those  proceeds  to  obtain  I  financing 
from  ^he  SBA. 

Tnat  is  what  we  would  anticipate  tme /evidence 
lave  shown  if  there  had  been  a  triaY  on/  these  two 


count 


E  COURT:   Thank  you,  Ms-^"^  Hardin . 
Coleman  and  Mr.  Hale. 
Mr.  Hale,  did  "ou  hear  what  Mr.  Hardm  said? 
MR. HALE:  Yes,  sir,  I  did. 
THE  COURT:  Do  /ou  acknowledge  the  -truth  of 


that? 


of 


MR. HALE:  Yes,  sir,  I  do. 

THE  COURT:   The  mor^y  you  obtai/ne'd  on  account 


this  temporary  deposit,  who  was  that  loari  to? 
MR. HALE:  I'm  sorry?  \ 


THE  COURT: 


What  happened  to  the  money  you 


obtalined  from  the  SBA  by  this  plan? 

u 
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24 

MR. HALE:  It  was  loaned  out  to  various  entities 

Who  was 

r  Honor. 

ntities 


entities' 


)URT:   Were  those  entities  that  you  thinJc 
would  quali^^y  as  socially  or  economically  disadvantaged? 
MR.  HALE:  Yes,  sir,  they  would. 
THE  COURT:   ~  understand  from  some-"  of  the 
pleadings  and  things  that  have  been  pre^tTCed  that  at 

some  of  the  loans  made  by  your  bus\i\iess  were  made 


least 


to  entities  that  would  no' 


and 


MR. HALE:  Yes,  sir. 

THE  COURT:  --  meet  the  definition  of^socially 


conomically  disadvantaged? 

MR. HALE:  Yes,  sir,  that's  correct 
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THE  COURT:   How  did  the  SBA  treat  those  kinds 


of  loans? 

HALE:  Well,  they  had  theiX^^examiners  come  in' 
and  ifX  in  their  r  e_aflXl:-s-.-__I^  c  a  n '  t  tell\you  right  off- 
hand ,/  si.r 

fHE  COURT:   Did  they  ever  rais\  anyX question 
vo^  that  some  of  these  entities  you  ^ere\  loaning 

7  \    \ 

money  /to  didn't  appear  to  be  very  disadvant^aged ,  either 


socially  or  economically? 

MR. HALE:  On,  I  believe,  two  occasions. 

;    / 

THE  COURT:   What  were  those  entiti/es? 

■  /■       J        .  K 

MR. SALE:  I  believe  it  was  --  it  might  have  be 

Castile  \-  County  Cable,  Cable  Vision  Matiagemient  and  D 

\  \        .     . 
and  L  T^ld-communications  . 

\\  

T©fi  COURT:   What  did  you  have  to  do  to  satisfy 

them?   Did  -hey  make  you  c^ll  the  loans  or  what? 

MR. HALE:  Mo,  sir. 

THE  COURT:   Do  you  fully  understand  your 
obligation  under  the  plea  agreement  to  ctsoperate  with 


Mr 


MR. HALE:  Yes,  sir,  I  do.  I  certainly  do 


\ 


THE  COURT:  Do  you  understand  if  you  fail  to 
givie  that  cooperation  to  Mr.  Fiske  the  plea  agreement 
could  be  set  aside?   I  could  set  aside  this  plea? 

MR.  HALE:  Yes,  sir,  I  do. 
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THE  COURT:   And  you  would  go  to  trial  on  the 


ive  him 


,  will  you 


inf i^rniation  that  you  have;  is  that  correct 

MR. HALE:  Yes,  sir. 

IE  COURT:   In  the  events 
immediat^i^  notify  Mr.  Fiske? 

MR. HALE:  Yes,  sir.  I  will. 

THE  COURT:   You  d^ill  wish  to  -"lead  guilty? 

MR. HALE:  Yes,  sir,  I  do. 

THE  COURT:   Mr.  Coleman,  do  you-  Icnow  of  any 

reason  that  Mr.  Hale  should  not  plead  gkllty  to  the 

l\     . 
ecsedxng  Information? 


SUE 


MR.  COLEMAM:  Your  Honor,  regrettably  I  do  not. 
THE  COURT:   AIL  right. 


Mr.  Hardin,  could  you  just  give  me  a  sense,  if 
yoti  /would,  of  where  you  feel  that  the  Government  is 
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gaining  froo  this  pl«a  agreement  that  you  would  not  have 
if  you  went  to^b^^Al    Monday  on^t^i^  superseding 
indictment^ 

HaanTM.  j*    ^m    >^^A    gone  to  tMal  —  first  of 
all,  jii9    are  jvtf^  giving  up  anything  t^  the  independent 
Couiviiel  *  sXposition  on  the  Information  th4t's\been  pled. 
As  ^he  Court  might  note,  the  conspiracy  c6unt\  Count  On 


of 


he  same 


co]iduct    that    is    really    alleged    in    the    four    --    in    the 

11  If 

previously    pending    indictment.       We    are    giving   jap    time, 

>en\itentiary    time.       In    fact,    what    we    are    gi/vii 


g  up  xs 


two  Va47s  on  two  separate  false  statement /cou/nts  and 

\  \  / 

five  years  on  the  fourth  count.   So  in>^hat  ftense  we  are 

giving  Aip  ^potential  time  that  t-h^^^CoMzX.    could^entence 

the  defend*<it  to.   But  the  conduct  that  is  alleged  in. 

Count  One,  the  conspiracy,  includes  all  of  the  conduct 

that  is  mentioned  in  other  specific  three  counts  that 

are  being  abandoned.  - 

Secondly,  of  course,  as  the  Court"  knows,  Mr. 

Haljel  is  pleading  guilty  to  a  pattern  of  \conduct  from 

19815  \to  1991  and  in  return  for  being  all>bwed  to  do  that, 

as  |far  as  the  recommendation  at  least  of  Inoependent 


Coul 


insel,  he  has,  as  the  (.ourt  knows,  agreed  to  full^ 


cooperate.   And  we  have,  as  Mr.  Fiske  will  address,  been 
alrjeiady  engaged  in  that  for  some  period  of  time.   I 
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think  it  ia  a  fair  statement,  that  wa  feel  th« 
Independent  Cou>«%x  i.s  qxvxi 
of  this  pl^n  and,  indeed,  ii 
deal  though  a  aan  who  has 


Coleman? 


amatically 


acceprt  guilty  pleas.   Z  have  refused  to  accept^  them  on 
ocaasLons  and  this  morning,  in  fact,  a  pleading  was 
filed  \in  this  court  by  a  person  that  live^  i^  Conway 
asking  \hat  the  Court  not  accept  this  5«ilty(  plea, 
charging  \his  was  all  part  of  a  c>w^r-up  and 
whitewaslTi  ^ 

However,  after  Listening  to  everything,  it 
appears,  first  of  all,  thit  the  conduct  alleged  in  the 
superseding  Information  fairly  represents  t>he  total 
conduct  involved  in  this  matter.   Secondly^  I  am 

conMinced  by  what  Mr.  Hardin  tells  me  taat  th<« 

.   i\   .     .     .        .  \\ 

investigation  into  this  entire  Capital  nanNagement 

Services,  Madison  Guaranty,  Whitewater  affair  is 

enilanced  by  Mr.  Hale's  cooperation  than  it  wcMild  be 

haviKg  him  in  the  status  of  a  defendant  trying  to  defend 


himaelf 


And  on  account  of  that  I  can  find  nothing  to 
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indicate  that  the  plea  agreement  is  part  of  any  device 
to  hinder  the  Liro'estigati -^n  .   l~b>..ap  p  e  a  r  s  from  all  I  can 
see  just  tiie  opposite.  ^^ 

/  MR.  HRRnTN^  Your  qonnr  if  I  mig>»t,  primarily 
for  t«e  reco^?dT  indicate  *"hat  probab.^  theXrecord 
doesn't  peflect  clearly  that  there  is  a\writVen  plea 
agreement  in  this  case  and  that  the  CourtXs   \ 
understanding  is  basically  also  having  reviewed  a 
wriittten  plea  agreement  that's  been  filed  inl  ttiis  case. 
THE  COURT:   Yes,  I  read  that.   1  read  it  this 
moanihg.   However,  Mr.  Mclnerney,  if  you  will/ come  up  I 
will  gVve  you  a  copy  of  this  information  /tha^  was  filed 
withVhW  Court 

m.  COLEMAN:  Your  Honorj,,'rwould  lil^  to  affirm 
on  the  re^«^d,  since  the  matter  has  come  up,  on  behalf, 
of  Mr.  Hale  that  certainly  he  is  not  participating  in 
any  circumstance  of  that  £ort.   Indeed,  just  the 
opposite.  - 

THE  COORT:  I  think  Mr.  Hale  understands  if  the 

-de 


n 


oppdsite  were  true,  this  plea  agreementVoan  be  set  asic 
and  oe  could  end  up  going  to  trial  on  the  Vupersedini 


\ 


indictment.   I  think  Mr.  Hale  and  I  don't  hAve  anv 


misunderstanding  about  that. 


\ 


All  right,  Mr.  Bale,  it  will  be  the  finding  of 
thd  jCourt  in  this  case  that  you  are  fully  competent  and 
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t's  your  pleasure  ragarding  th« 

1,  Your  Honor,  if  it  is  the 

\       [  .  .  I  . 

racta.ce  in  this  district  to  dismiss  xt  at/tha.s  tj.me. 


ther 
le    off 
.on . 
/ha 

su|per|seding    indictment? 

MR.    FISKE:    Well,    Your    Honor,     if    it 

\     .1 
P 

would  \io  that 

rHE  COURT:   All  right.   I  thijdc  the/  actual 
dismis^lXis  made  by  the  Governm^jrf  with  leavB  of  Court, 
and  in  viXj/'  of  the  fact  that  the  plea  has  been  accepted, 
I  will  give  you  leave  of  the  Court  to  do  that. 

Mr.  Leighton,  if  you  will  come  up  just  a 
moment? 

All  right.   Mr.  Hale  is  currently  free  on  his 

n  W  .     _ 

personal  recognizance  bond.   Is  there  any  objection  to 


him  remaining  in  that  status? 

MR.  McINERNEY:  No,  Judge 

THE  COURT:   All  right.   He '  11  remaiit  in  that 


statyus  pending  sentencing.   Anything  further  we  need  to 
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MR.  HARDIN:  I  believe  we  would  like  to  forraally 


MR.  FZSKE:  Your  Honor,  two  things i   One,  with 

resAec^  to  the  sentencing  date,  it  would  tie  tihe 

Govertime,nt '  s  request,  which  Z  think  Mr^  Colenan  would 

agree  w>^tr^  that  Mr.  Hale  not  be_,>^ntenced  unbdl  he  has 

had  an  op^Ko^tunity  to  fully  demonstrate  his  cooperation 

with  the  Government.   Ari  we  would  be  willing,  if  Your 

Honor  wished,  to  set  a  date  so  long  as  it  was  understood 

that  we  would  corae  to  Ys^ur  Honor  and  ask  for  further 

extension  of  that  date  as  circumstance^wXTranted  at 

that^  txme. 

THE  COURT:   A3  1  rig^^t.   Well,  V   hVve  found  it's 

^   \ 

normally  the  case  when  we  get  the  Presentenoe  Report  and 

1  \ 

objections  and  things  such  as  that,  even  though  we  try 

to  have  sentencing  within  45  to  60  days,  it  seems  like 

1/ 
we  Iseldom  make  it.   What  I  will  tell  you  is  this:   I 
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will  not  set  a  sentencing  date  any  sooner  than  a  hundred 
twenty  days  f  row— "today  •  s  datel   *^ '  **  "*  approach  that 
date,  that/is  a  problem,  let  me  know^^^out  it  and  I  will 
take  another  look  at  it.   I  certainly  understand  what 
you  ^e  say^p^  and  I'm  wxlling  to  ciSkoperat^.   However, 
I'm/not  q/6Lnq    to  let  Mr.  Hale  stay  out^fot  w*iat  might  be 

_     ..  ,      ^  ^  trials  and  appeals  a(^d  things  li 

thkt. 


.ke 


MR.  FISKE:  Could  we  ask  Your  Honor  td  set  the 

I 
inlitiJal  sentencing  date  six  months  from  today?   I  think 

we\are  going  to  need  at  least  that  much  tine, /and  then 

V  ^>  y  / 

we  cam  come  back  to  Your  Honor  if  we  needed  more  t: 
befoive  that. 

JHE  COURT:   You  don't  thj,«1c  a  hundr^  twenty 
days  is  rV^onable? 

MR.  FISKE:  If  Your  Honor  wishes  a  hundred 
twenty  days,  .we'll  take  a  hundred  twenty  days.  . 

THE  COURT:  T    iidn ' t  mean  to  imply  -you  thought  I 
was  being  unreasonable.   Reasonable  for  what  you  have  to 

dolget  done  in  your  investigation.   I  don't  know. 

1  \ 
willV  be  willing 


MR.  FISKE:  Of  course.  Your  Honor  at  this  point 


soimuch  depends  on  what  the  result  of  Mr.  Hade's 


cooperation  is  in  terms  of  whether  we  would  be  prepared 

!  / 

to icome  before  Your  Honor  m  a  hundred  twenty  days  or 
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not,  and  I  think  it  probably  does  make  sense,  if  this  is 
what  Your  Honor>«?Trid  like,  to^~-«.^K  aooux:  a  hundred 
twenty  day.?^t  this  point,  so  long  adit's  clearly 
understood  that  if  the  result  of  his  cootieration  is  such 

:hat  date  is 
e  \.o    cooperate 
fying  at 
trials^,  we  would  like  to  be  able  to  ask  fo^  that 
additional  time 

THE  COURT:   What  I  am  going  to  do,ll')m  going  to 
set  it  in  the  range  of  a  hundred  twenty  da\i7s  but  I  will 

^   \  /   /    •, 

proaise  you  I  will  be  flexible  and  hear  you  out  if  you 

\  V  /    / 

need  \a  J^urther  extension.   That's  happe<ned  several  tines 
before\  \^here '  s  nothing  unusual  a><^t  that.  N>, 

FISKE:  The  last  thing  i  would  like  to  say., 
just  so  there  is  no  question  about  the  full  extent  of 
Mr.  Hale's  cooperation,  wha-.  this  plea  agreement  does 
for  the  Government  is  it  allows  us  now  to  Lnvestigate 
fully  all  of  the  allegations  which  Mr.  Bate  has  made 


tubllicl 


y  over  the  last  six  months  and  al4o  t 


inviestigate  other  allegations  that  he  has  made  to  us 


221   during  the  time  that  w«»  have  been  --  he  has\been 

II                                              \  i 

2'3i   cooperating  with  us.   And  I  can  assure  the  Co^irt  that  ] 

'    ^ ^ : '  I 

14   thalt /investigation  is  going  to  be  pursued  vigorously  andl 

i  '  I 

thoroughly  into  everything  that  Mr.  Hale  has  toLd  us.  i 
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THE  COURT:   All  right.   Thank  you 


Col 


you 


CER2.iE.lCAI.g. 
I,  Carolyn  S.  Fant,  Official  Court  R-porter, 
do  hereby  that  the  foregoing  is  a  tru#  and  correct 


transcript  of  proceeding 


e  above-enl 
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SERVICES 


DEPOSITION  OF  PAULA  CASEY 


Thursday,  SeptejjiBer  28;  1995 


Washington , 


Th*  deposition  in  th«  above  matter  was  held  in  Room  714, 
O'Neill  House  Office  Building,  conunencing  at  10:10  a.m. 
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EXAMINATION  BY  MR.  CLARX: 
2jj  jnao  Y«.,|^j^y^^|y.  nam*  for  th«  record. 


t«  froa  law 


1977. 

What  law  school  was  t 
.University  of  Arkansas  at  FayettevlXl«.\ 

While  you  were  a  law  student,  did  yo^  eyer  have 
Pkresident  Clinton  as  a  law  professor? 

Yes 

How  many  courses? 

One. 

Was  it  a  small  class  or  was  it^  largp  class  in 
the  number  of  students? 

I  don't  recall  how  many  stuaents  were  in  it.   It  was 
not  a  seminar-type  class.   It  was  just  a  regular  class. 

Q  Did  you  have  any  other  contact  with  then  Professor 
Clinton  while  you  were  a  law  student,  either  as  a  mentor  for 
some  independent  work  or  in  some  other  capacity? 

A     NO.  •  r\ 

Q    While  you  attended  the  universiAy\  did  you  have  any 
aaes  with  Mrs.  Clinton? 


k 


I  did. 
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recall  if  that^^^as  a  large  lecture-type 
seminar? 

>1   oliniri^^which  i3  a  t^e  of  seminar, 
that  the  first  time  th^V^you  ha\met 
Cinton  in  your  life? 


When  you  had  Mr.  Clinton  in 


>ther  course. 


was  that  the  first  time  that  you  had  met  him  in  ydur  life? 
A    Yes. 

Q    Okay.   Did  you  keep  in  touch  with  eitthe^  Mr.  Clinton 
or^  Mrs.  Clinton  after  graduation? 
A    Not  particularly. 

Did  you  ever  ask  either  one  of^^em  ti  write  any 
idation  for  any  position? 
No. 


A 

Q 

A 
Arkansas. 

Q 
position? 

A    From  May  of  1977  until  February  of  1979 

Q    Were  you  doing  civil  or  criminal/  work? 

A    Civil  work.  \ 


Upon  graduation,  what  did  you  do  for  employment? 
I  was  a  legal  services  attorney  in  Hot  Springs, 

Approximately  how  long  did  you  remain  in  that 

ryVf  1975 
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constitutional  revision 
amendment  to  do  w: 
Donna  McL 
revis 


We  had  to  have  a  constitutional 

to  do,  and  Hillary  Clinton  and 
for  the  constitutional 
oX  the  same  issue. 


wife. 
About  how  long  Xid  that ,  did  you 
wor]/  on  that  committee  or  in  connection  with\that\  project? 

A    A  couple  years . 

Q    And  did  the  relationship  with  Mrs.  ClU.ntbn  and  Donna 
MdLarty  remain  on  strictly  a  professional  level)  over  that 
course  of  time? 

A    Yes. 

Other  than  this  project  that  you  l)ave  discussed, 
were  "there  any  other  positions  that  Govejphbr  Clinton  appointed 
you\o?\ 

A^^  Yes.   There  is  a  juvenile  advisory  group  that  has  a 
different  name  now,  but  it  is  the  State  board  that  administers 
Office  of  Juvenile  Justice  and  Delinquency  Prevention  funds 
from  the  Department  of  Justice.   I  served  on  that  for  a  number 
of  years. 


Q    Was  that  voluntary  or  compensati^? 

A    All  of  those  are  voluntary.   The\  appointment  to  the 

I  \ 
B^^a   r-nnim<gg<r)n.  the  advisorv  group,  ^11  voluntary. 

Q    And  approximately  what  length  of  tim^  did  you  serve 
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The  Law  Firm  o( 

Skokos  &  Coleman 


Th«id..frC.SloLo» 

RjnJy  Colrnun 
Oorgf  I  Brquctir.  Jr. 


3M0  TCBY  T.n 
Lull*  Rock.  ArUnut  7:M).3419 


September  15,  1993 


Ms.  Paula  Ca&ey 
U.  sf.    Post /Office  &  Courthouse 
eoo/wesi:  u^pitoi  Avenue 
ck,  AR  72203 


This  letter  is  written  as  a  follow  up  to  our  recent  personal 
phdine  qonversations  regarding  the  above-captioned  matter. 


Fletcher  Jackson  of  your  office  has  previously  told  ne  that 
Mr.  \Hale  will  be  indicted  on  one  or  more  charges  on  the  f^hj 


:hat' 
lira 
Tuesday  \  of  September,  being  September  21,   1993.    Since  ytirst 
becoming\involved  in  this  matter  approximataly  five  (5)  weeks  ago 
and  being   informed  of  this   anticipated   event,   I   have   been 
attempting^ to  reach  some  form  of  negotiated  plea  with  your  office 
without:\anV  success.   It  has  been  difficult  to  find^^  place  to 
surrendCT^.  \rom  our  very  first  meeting,  Fletcher  exp;^essed  a  great 
deal  of  reluctance  to  enter  into  such  negotiatiops^nd  indeed  ha^ 
related  to\me  that  he  would  not  take  the  respojT^ibility  for  making  I 
any  such  rec^srai'^dation.  I  sincerely  appreciat_e_FJ^tr:herI-s-honesty-' 
on  this  mattery  I  told  him  that  I  wanted  to  meet  with  someone  who 
could  enter  into  negotiations  and  make  a  decision.   As  a  result  of 
Fletcher's  position  on  this  matter  and  with  Fletcher's  knowledge, 
I  met  with  you  last  Tuesday,  September  7,  to  discuss  the  same 
matter.   There  has  been  no  real  movement  since  our  conversation. 

I  I  cannot  help  but  sense  the  reluctance  in  the-4J-  S>Attorney's 
offiJce  tcKenter  into  plea  negotiations  in  this  caseT^J  carinpt  help 
but  j believe  that  this  reluctance  is  borne  out  of  the  potential 
poli'tical  set^sitivity  and  fallout  regarding  the  information  which 
Mr.  !Hale  could,  provide  to  your  office,  but  at  the  same  time  it  is 
infarmatiorfv  which  would  be  of  substantial  assistance  ^in 
investigatx'ngv  the  banking  and  borrowing  practices  of  some 
individual^  in-  the  elite  political  circles  of  the  State  o^ 
Arkansas,  past  ^^ndXpresent.    I  can  certainly  understand  the\ 
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Ms.  Paula  Casey 
September  15,  1993 
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reluctance  of^anyone  locally  to  engage  in  these  niattorsV  political 
realities  b^ing  what  they  are.  \ 

Would  it  not  be  appropriate  at  this  p^rint^for  your  of rS^ce  to 
consider  terminatipg'^articipation  in  this  inveetigation  m\d  to 
bring  /in  an  independent  prosecutorial  staff,  whsT  are  notiy  so 
invoiyed  with  ^e  history  of  the  personalities  and  circu^nstanceSv  of 
this yCase?  soch  action  night  serve  your  office  better .\  It  would 
certainly  s«!rve  Mr.  Hale  better  because  I  feel  that  he^is  being 
prejudiced/ny  not  being  afforded  opportunities  that  other  garget's 
of  a  potential  criminal  prosecution  are  afforded  in  the  process  of 
plea  negptiations.  For  instance,  I  have  offered  an  inrormai 
prOjffer  6f  Mr.  Hale's  information  for  evaluation  of  its  quality  and\ 
content/  but  have  received  absolutely  no  interest  in  the  process.! 


It/  is  imperative  that  I  hear  from  you  on  this  at  the  earliest 
opportunity.  Once  th-i  promised  indictment  occurs  on  September  El, 
the  opportunities  for  negotiations  substantially  diminish  in  tpis 
ca$< 

Yours  truly. 
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^    Tti«ivo« 
__    Fauisiie 


CZ   Isstsiat* 
•Ai    PriorjtT 
■_   itoatlsc 
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CLA5S»rICA7:C.N: 
"Z   TOf  StC3I7 

_  sscazT 

G    ea.VFlDCNTUL 
C    UNCLAS  E  F  T  0 
S3    UNC1JIS~\ 

Dm      9 /1 7/^-3 


FM   ysr    LITTLE  HOOC    ( 86A<1.R-34847 ;     (SC    3)     (?) 
/  /^ 

TO  Di:i2CT0R  rBi/pRicRirr/ 

/ 

BT 

CITr:   //y290// 

PASS:   TCM  KUBIC.  WHITS  CCILAR  CSIHT  SiCTICV. 


SUBJZCT-   "tSANGZD":  THOHAS  W.  ANEr?.£CM.  3BA  CSNTRAJL  ARKANSAS 

CCMML'NITY  SEVELOrMENT  CCRPOHATICM  (CACC)  ;  DAVIO  L.  HALE.  rSA 

CAPITAL  MANAGEMENT  SERVICES.  INC.  (Cy.£);  CI^ARLZS  MATTHEWS; 

rJCENE  riTIKUCH;  rXAUD  AGAINST  THE  GCVZ^^NMENT  -  SMALL  BUSINESS/ 

ASMINTSTRATICM;  CCNSPIRACY;  00:   LITTLE  RGCX. 

TITLE  MARR23  "CHANCEL"  TO  RETLZCT  THE  ADDITICN  OF  TitO' 

SUBJECTS  .\CHARLIS  MATTHT/^S  AND  EUGENE  TITZHUGH.  AND  Tp^ASS 

CONS  r -RACY  TC  THE  (3ARACTER. 

\   \  _ 

RE  LITTLrNRCCX  AIRTEL  AND  LHH  TO  BUREAU,  JUNE  21,  1993; 

LITTLE  ROCX  AIRTSL  TO  BUREAU.  AUGUST  2*.  199  3.  CAPTIONED 


(iV  ' "     ' 


Aypiwtd: 


f/^' 


,  Orifia*!  filtat 


Tlat  K««iTt4: 


Ttlprcp  fUcaaac: 


MEI/IULUN  DATE: 


FOX  D4TB  tt  TIME  OF  ACCEFTANCZ: 


■e 

-^rnmw  r>«;n 

'5)       - 

lac: 

ISN: 

\  \ 

SEP    17    -gs    17:23 


ooiin 
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.JiA-is-: 


•aM&S     3 • 


itC  ZO'COkL,   AXA'JTM  HC  SCUCAL,    ?!{ES:S 


CJAilANTY   SAVINGS  AND  LOAN;    OAVTO  L.    HALS;    TIT: 

OC:      L:?71£  ROpX,"    L2TTLE  ROOC  FILE  MUMBES  290-LR-3S0O; 

/  

LZrrZZ   aCJGC/TELETrPZ  TO  80R£AILKJJCaB£H_JL44_1992.  CAPTIONZO 


''XL:  (JMSUBS;  MAfiXSCN  CO. 


SAVIKGS 

mi. 


/ 

"JAMES  SyMC  OOUGAL;  ET- 

AND  LOAJ*;  LITTtE  aOCX,  AAXANSAS;  fTMAKCIAL  INSTITUTIOK 

LZTTIS  .itOaC  FZLS  NQMBEa  29-0 . 

/       / 
OM  MAT  ^.  1993.  LZTTLS   SCOC  DIVISIOK  BECAME' A^AU  CF 

NT^AXX  CASS^19«A-MK-«450,  CAPTICMEO  "SHORE  TAlt;  HUUD  BY 

I     / 
WISE;!  CO:  /  NEWARIC.  "   SHORE  TAIL  IS' AN  UNDERCOVER  OPERATION  SET 

5?  TO  INVESTIGATE  SMALL  BUSINESS  INVESTMENT  CORRORATION'S 

(S3IC)  INVOLVEMENT  WITH  MONEY  LAUNDERING  AND  THE  POSSIBLE 

9E7RAUSINC  OF  THE  SMALL  BUSINESS  ABMINISTRATICN  (SBA).   ONE  CF 

nS   SUBJECTS  IN  THIS  MATTER  ADVISSa  UNDERCOVER  AGENTS  THAT  HE 

WAS  FRIENDS  WITH  INDIVI2UALS  WHO  WERE  CLOSE  WITH  PRESIDENT 

CLINTCN.   SUBJECT  DID  NOT  ALLEGE  WRCNGDOING  BY  PRESIDENT      '' 

\    \  / 

CLINTCN.  \  SUBJECT  ALSO  KNEW  THAT  JUDGE  DAVID  L.  HALE.  A    ,/ 

MUNICIPAL  CC0N7Y  JUDGE  IN  LITTLE  ROCX . "aRKANSAsTwaS  Q 


AN  S3IC  IN  THE  STATS  OF  ARKANSAS  AND  TWIT  THE  SBS 

\  \  L_ 

USED  TO  rjNNEL  CAS^.   DURING  THIS  SAME  TIME  PERIOD. 


WAS  GYRATING 

■.tCZULD   BE 


17  'SQ  17:84 
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iCZ    2    ;?iA-L?-3A2AT;  USC 


LimS  SCCX  RTCZrVTED'-A  CSIMINAL  P^FTil^lrLL  FORM  TRQH   TKI  SBA 
ALIZGING  THAT  GRPITAI.  MANAGZMENT  SERVICZS,  INC.,  WHOSE 
PRTSIDENT  WTO  DIRSCTCR  IS  KALE,  AND  THE  C2NTRAI.  AilKANSAS\ 
CX^IMUNIT^^  DEVELOPMENT  CCREOSATIUN  ( CAC:;C  ^-»flE5E  ENGAGING  IN  THE 
TRANSrER  OF  ASSETS/BETWEEN  ASSOCIATES  AND  THE  SALEX3P 
MISCLASSIPIED  ASSETS  WHICH  WERE  LATER  MISREPRESENTED  TO\THE 

SBA./  AT  THIS  TTME,  LITTLS  ROCK  OPENED  CAPTIONED  MATTER.  \ 

/      /'         • 

/  DURING  THE  LAST  SEVERAL  MONTHS,  LITTLE  ROOK  HAS 

DETERMINED  THAT  CAPITAL  MJO/AGEMENT  SERVICZS.  INC.  (CMS).  HAS  ■ 

■     / 
3EHN  INVOLVED  IN  MANY  SUSPECT  TRANSACTIONS.   DUE  TO  A  STATUTE 

OP  LLMITATION  PROBLEM  ON  SOME  C?  THE  EARL:;  TRANSACTIONS,  IT 

i 
WAS  AGREED  BT  THE  UNITED  STATES  ATTORNEY'S  OFTICE  AND  THE  FBI 

THAT  INVESTIGATION  INTO  THE  EARLY  TRANSACTIONS  WOULD  SE 

\  \ 

COMPLETED  AND  PRESENTED  TO  A  FEDERAL  GiUND  JURY  TIRST  AND  THAT 

\    \ 
SUBSEQUENT  ALLEGATIONS  3E  INVTSTIGATEC  APTER  AN  INDICTMENT  WAS 

HANDED  DOWN.   INVESTIGATION  BY  LITTLE  SOCT  HAS  BEEN  COMPLETED. 

AND  CAPTIONED  RATTER  WILL  BE  PRESENTED  ON  SEPTEMBER  21-^2. 

1993,  TO  A  FEDERAL  GRAND  JtHlY  C31ARCING  CAPTIONED  SUBJECTS  IN  A 

FOUR-COUNT  INDICTMENT  WHICH  INCLUDES  TWO  COCNTS  OP  CONSP-iAC.; 

\  y  

(TITLE  18.  use  .-^/SECTION  371)  AND  TWO  COUNTS  OP  FALSE 


/  1 


\ 


I  ^- ^ \ 

I  \ 

SEP  .7i.o3  .^,^,  .00112  1         .-  - c  =  — 
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'S  .A.^.-:, 


Su.:  ..«&. 


23  .^^MI^'I3i.-vAncN  iririi  ij 


2S  .riSST  IJTJICTMENT   I-WOLVES  THS   US2 


L'SC.    SSCrrCN  6*5  ( 

or  rUKDS  THAyiER£W  PASS^lasoUGH  HALE'S  SBIC.  THE  HJNDS. 
WHICH  TCTAI^  APPROXIMATELY  OWE  MILLION  MLLARS .  WEM  NEEDED 
3Y  HALE  TO  INCREASE  ffiS^ERSOHAL  CAPITALlTHiS^^ .    WHIcH  \ 

eve.vtuai:ly  msult^^im  the  sba  lending  kale  sjoo.o^^Xtoere 

WERE  TWO  LARCT/nUKSACTIONS  INVOLVING  THE  ONE  MILLION  DOLLARS 
THAT  ,CSEAT23/a  PICTURE  FOR  THE  SBA  THAT  HALE'S  SBIC  WAS    \ 
SOLVENT  WKLV,  IN  PACT,  HALE  WAS  NEAR  INSOLVENCY.   THE  MONIES  ' 
HALE  USED/ THROUGH  HIS  ACCOUNT  WERE  mever  HIS  FUNDS  AND  WE^r 
--us::  USED  by  kale  for  a  few  days  TO  MAXE  HIS  SBIC  LCCX 
STRONGZP,,  IN  THE  EYES  OF  THE  SBA.   HALE  IS  REPRESENTED  BY  ^CY 
COLEMAN,!  ^  -°^  ^1^-2  «CCX  ATTORNEY.  WHO  HAS  ATTEMPTED  "-0 
PERSUADE' BOTH  THE  ASSISTANT  U.  S.  ATTORNEY  (AUSA,  IN  rHIS 
MATTES,  FLETasR  JAOCSCN,  AND  THE  NEW  U.  S.  ATTORNEY  (USA,  FOR 
THE  EASTERN  DISTRICT  OF  ARKANSAS.  PAULA  S.    CASEY,  THAT  HAL"   ' 
SHOULD  ONLY  «  CHARGED  WITH  A  MISDEMEANOR  IN  THIS  J^T^ZR 
CCLEMAN-S^ATTZ^PTS  AT  PERSUADING  AUSA  JAOCSON  AND  USA 
KAVi  BEEN  UNSUCCESSrjL. 


n 


S£P     17    -33    !7:a5 
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yjKiaC   TH£  INVESTIGATION  I.V  THIS  MATTSS.  IITTIZ  RCCJt 

ccvcucrrs  a  search  or  kals's  sbic  and  ssrzza  srvraAL^siLES.    a 

RTVISW  OF  7KESZ  FILES  WHICH  V#niE  OBTAINED   FROM  THE   SEARC»\LS3 
LITTIE  RCCX  TO  HEQOEST  FED&Afc-tiiLAHU  -««1?--SUB?0DIAS   BE   ISSUED 
TO   SEVESAL  AREA  AM^sfATE  BANKS.      tlTTLE  R0C3C  Alio^O^OCEO         \ 
INDICES  OM  KXLZ/ioXD  DETERMINED  THAT  HZ  WAS    PIIEVIOOSLY       \^ 
ASSOCIATEO  WHH  JAKES  MC  DOOGAL.    FCRMER   PSESIDENT   OP  MADISCtI 
CUA31ANTY   SXVmcS  AND- LOAN.    WHICH  IS   A  FXIIZD   INSTrrJTIOM. 
MC  DOOGAL,'' WAS   INDICTED   IN  NOVEMBER   CF    1389    SOT  WAS   THEN 

;         / 

ACCOITTED  ar  A  JURT  TRIAL  IN  JUNE  CF  1990;  HOWEVER.  THE 
AFCREMENTICNED  BANK  RECORDS  AND  INTE3Vir/*S  THAT  WERE  CCICUCTE3 
FCRITHeImC  DOOGAL  TRIAL  IN  1919  AND  1990  INDICATED  A  STRONG 
CONNECricN  BETWEEN  MC  DOUCAL  AND  KALE  AND  HIS  SBIC. 
INFORMATION  WAS  OBTAINED  REFLECTING  AN  AJFARTNT  MISAPPLICATION 

07  nJKDS  FROM  MADISON  GUARANT?  SAVINGS  AND  LOAN  BT  MC  DOUCAL .  /' 

\    \  / 

WHILE  MC  DCCGAL  »KS   PRESIDENT.  MADISON  MADE  A  LOAN  TO  AN   / 

I.^rVIDOAL  CWHO  IS  NOW  COOPERATING)  TO  ENABLE  HIM  TO  PURCHASt 

\    \  •  ^ 

.'.EAL  PROPERTY  XfWMED  3T  A  COMPANY  CONTROLLED  3Y  HALE-^^THS  LOAN 

\   \  ^^^ 

EXCEEDED  TErvMCRTGAGE  ON  THE  PROPERTY  3Y  APPROXlMATEir_M%-i 

MAX  HAVE  EXCSEDEO^THE  ACTUAL  VXLUE  BY  A  LIXE  AMOUNT. 


\ 


Sc?     !7     -sa     17:26 
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--AGS    5       33A-1S-3434-)    yVClAS 

::ffosMA?rcH  wxs  AWO^crvsLCPSS  that  th2  ajpsaisxIk^was  ccns 

A2TEI  THE  LCAN,KXD  ALREADY  SEW  FUNDED.   HALE'S  COMPAN^T^  PAID 
OIT  THE  MORTGAGE  OM  THE  PHCPESTY  AND  LOANED  THE  SEMAlNINGv 


/ 


PROCEEDS  OF 
"a  CERTinCATE  OF  DEPOSIT  121  THE.  NAME  OF 


FUNDS  TO  KALE  AND  A  dOS^^SSOCIATS  Uf  rj^tSi: 

aOTH  LOANS  PURCRASI 

HALE'S'  WIFE.   THIS  CERTIFICATE  OF  DEPOSIT  WAS  LIQOIOATEDsIN  AT 

LEAST  FOUR  TRANSFERS.   ONE  OF  THE  TRANSFERS  WAS  A  S300,000\ 

/      /  \ 

LOAN/  TO  SUSAN  MC  OOUGAL.  20INC  BUSINESS  AS  MASTER  MARKETING.  \ 

I  i  \ 

SUSAN  MC  .DOUGAL  IS'  THE  WIFE  OF  JAMES  MC  DOUGAL  AND  IS  ALSO  A  \ 

I 
STOCKHOLDER  AT  MADISON.   ON  AUGUST  23.  199  3.  LITTLE  ROCX        \ 

I     /■ 
OPENED  «P  A  FINANCIAL  INSTirJTICN  FRAUD  CASE  AGAINST  MC  DOUGAL  ' 

1     i 
AND  1  HALS  ALLEGING  THEY  VIOLATED  TITLE  18.  USC.  SECTIONS  657 

\  \  ■ 

AND  12.  \ 

\0N  SEPTEMBER   17,    199  3,    LITTLE  ROCX  RECEIVED   INFORMATION      / 

THAT   TNEM  YCRX   TIMES"    REPORTER  JET?   GERTH  WAS    IN   LITTLE  ROCX  / 

'         \ 
AND   HAD   A   FIVE-HOUR  MEETING  WITH  COLEMAN  AND   HALE.      GERTK     / 

WROTE   SSVERAI.  ARTICLES   IN  MARCH  OF   1992   ABOUT  THEN-GOVERNOR 

CLINTON'S  INVOLVEMENT  WITH  MC  DOUGAL   IN  A  JOINT  SEJLZT^STATE 

VENTJRS   IN  THE  02ARXS.      AFTER  TISIR  MEETING.    GERTH  ATTSjETSD- 

TO   GET  COMMENTS^TRCM  THE   SPECIAL  AGENT   IN  CHARGE,    LITTLE  ROCX 


csp     'f    i  a^     •*»;?€ 
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rTVTsrc!r .  .virz  n-iz  "jnitzi:  st.-.tzs  attz~-:.1'.',   pa'jla  j.  casey,  who 

BOTH  riClIMZS  TO  CCMME^TT.   DURING  GS3TH'S  CCNVZRSAriCN  WITH 

/  \ 

SPICIAX.  AGtNT  ^  CHABGE  (SAC)  RCBEHT  M.  SATJCCWSXI ,  HE  TCIO  THE 

SAC  THE  FOLLOWING:   GZRTH  APVISCT  THAT  INJflS  MEETING  WITH  \ 

HALE  THEY  'WERE  ALLEGXN^-THAT  EVEN  THCUGH  THE  ASSISTANT        \ 

UNITED  STATES  ATTQHUEY  IN  THIS  CASE  MAY  3E  TRUTHFUL,  THE^^       \ 

UNITED/STATES  ATTORJTCY  IN  THIS  MATTER  WAS  A  POLITICAL      \      \ 

APPOINTEE.   ACCORDING  TO  GZRTH,  HALE  IS  PREPARED  TO  FURNISH 

INTCRMATICN"  ABOUT  SENSITIVE  MATTERS  PCSSI3LY  INVOLVING  THE 

/      / 
CLINTON  ADMINTSTRATICN.   GERTH  ALLUDED  THAT  THIS  WAS  WHY  THE 

I     / 
UNITED  STATES  ATTORNEY  CASEY  WOULD  NOT  "SAL  WITH  COLEMAN  WHEN 

HE  WAS  ATTEMPTING  TO  WORK  OUT  A  SUITABLE  DEAL  FOR  KIS  CLIENT. 

GIRTH  ADDED  THAT  HALE  HAD  INFORMATION  THAT  A  S300.000  LOAN  TC 

MASTERS  MARKETING.  INC.,  WAS  THEN  rjNNELED  BACS  IN  THE  FORM  CF 

CASHIER'S  CHEC3C  TO  WHITE  WATER  DEVELOPMENT  TO  HELP  PAY  ON 

SSVERAL  OBLIGATIONS.   WHITS  WATER  DZ'/ELC?ME:rT  WAS  A  REAL 

\  ■  ' 

ESTATE  JOINT,  VENTURE  THAT  PRESIDENT  CLINTON  AND  HIS  WIFE.   .'' 

V    \  // 

HILLARY  RODHAM^  CLINTON .  WERE  INVQL'/ED  WITH  IN  19  7  8  WHICT  DID 


LOSS  MONEY.  n^ITTLE  RCOC  CANNOT  CONFIRM  KALE'S  ASSERTION  ABOUT 
THE  S300.C00  BUT  OU*  DESCRIBE  BRIEFLY  THE  FLCT**  01 
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T:-:rs  mattth.    cn  MAaci-'ii',  isae.  masison  CuAjuntv-^savihcs  aud 

ICAM  kSSCCZXZZCHyZCXirSD   HAI,2.  WHO  WAS  DOING  BUSINESS  AS 
rAKDANZLlS  DEVELOPMENT  CORPORATION,  S 300. COO.   ON  APRIL  3> 
1986.  HALE,'TKRCU(3H  HIS  SBIC»,X0ANE2-SUSAN-MQTO0GAL.  WHO  WASs 
DOING  BUSINESS  AS  MASTERS  MARKETING,  INC.,  S  3  0  0  . 0  0  0>v^CSAN    \ 

.MC  DCUGAL  IS  THE/ WITS  OP  JAMES  KG  DOUGAL,  AND  SHE  ALSO  USED 

'        /  \ 

.«2a  STCCX  IN  MADISON  GUARANTY  SAVINGS  AND  LOAN  AS  COLLATERALv 

/       _/ 

?CR  THE  S30a',000  LOAN.'  RECORDS  INDICATE  THAT  THE  LOAN 
PROCEEDS  WERE  THEN  DEPOSITED  INTO  JAMES  AND  SUSAN  MC  DCUGAL 'S  \ 
PERSONAL  SANX  ACCOUNT.   FROM  RECORDS  OBTAINED  THROUGH  THE 
?J:SCLUTI0N  TRUST  CORPORATION  IN  A  PREVIOUS  RETSSRAL.  IT 
APPEARS  THE  LOAN  PROCEEDS  WERE  DIVIDED  INTO  TttO   CKECXS.   ONE 
IN  THE  A.HOUNT  Or  5111,500,  AND  THE  OTHER  IN  THE  AMOUNT  0? 
S1II,439.73. 

AT  THIS  TIME.  LITTLE  RCCX'S  ONLY  DETINITIVE  CASE  IS  ON 
HALE,  MATTHTWS,  AND  EITIHUCK  IN  THE  S3A  MATTER  AND  A 
MISAPPLICATION  COUNT  ON  MC  DOUGAL  AND  HALE  IN  THE  29  MJ^TTSR. 
LITTLE  ROCS,  :-{AS  .VO  EVIDENCE  AT  THIS  TIME  TO  SUGGEST  THAT 


rSiSIDENT  CLINTCN\OR  HILLARY  RODHAM  CLINTON  WEHS  INVOLVED  IN. 
ANY  ILLEGAL  ACTIVITIES. 


11 

I  • 
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I-  'S  TKZ  BrillT- CF' LITTLZ  HOCT  THAT  HALZ>TKSCCGK  HIS 

ATTCRMSY.  IS  ATTSMPTIHG  TO  PRESSURE  TES  UNITED  STATES\ 

/  \ 

ATTORNEY'S  OFFICE  IN  THE  PENDING  MATTER  AGAINST  HALE.   HALE 

HAS  KNOWN/ABOCT  THE  PENDINC^INDia^tEiT-POR-M^NY  WEEKS.  AND.  AS 

PREVIOUSLY  STATED.  HE^IS  TRYING  TO  OBTAIN  TKS  BEST^^SEAL  THAT 

HE  can/for  HIMSytF.   HALE  WAS  LOOKING  AT  NEXT  WEEK'S 

/        / 
INDICTMENT.  WHICH  WILL  BE  FOLLOWED  BY  ANOTHER  INDICTMENT 

/ 
INVOLVING  ADDITIONAL  SBA  VIOLATIONS.   THE  MISAPPLICATICN  OF 

FUNDS  CASE  IS  ALSO  ON  THE  HORIZON  FOR  HALE  AND  MC  ^OUCAL. 

■  LITTLE  ROaC  HAS  SUBPOENAED  THE  RESCLUTICN  TRUST 

CCRPORAiriON  (RTC1  IN  KANSAS  CITY  FOR  THE  RECORDS  OF  MAZISCM 

i     i 

guaranty  savings  and  loan,  but  to  date.  has  been  unable  to 
obtaIin  these  heccrds.  duri:ig  the  past  several  months. 

1 

LITTLE  ROCX   HAS   HAD   SEVERAL  CONVERSATIONS   WITH  RTC   OmCIA'S 

\ 

WHO  STATED  THAT  CRIMINAL  REFERRAL  FORMS  ARE  FORTHCOMI.VG  AND 

\ 
THAT  ALL  MADISON  GUARANTY  SAVINGS  AND  LOAN  RECORDS  WILL  3E 

\    \ 
MADE  AVAILABLE  TO  THE  FBI;  HOWEVER,  TO  DATE.  IT  APPEARS  —-lAT 

^^-   '\  y" 

THE  RTC  DOES  NOT  WISH  TO  RELEASE  THESE  DOCUMENTS  TO  5HE  FBI. 


BT 


\ 
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i. .  3.  i^'cpur:scni  of  J  usticv 


SEMiTlY 


MEMORANDUM 


TO: 


fro: 


'^ 


1  Director 

\FedcraI  Bureau  of  Investigation 


John\C  Keency 

Acting,  AsJtstant  Anomey  Genera] 


r\ 


SUBJECT:     David  L>Hale,  dba  Capital  Management  Services,  Inc. 


\ 


I  have  reviewed  tfie.'teletype  dated  September  17,1993,  from  FBI  Little  Rock  to  the 
Director  concerning  the  activities  of  David  L.  Hale,  his  associates  and  related  companies. 
According  to  the  teletype,  on  August  20,  1993,  FBI  Little  Rock,  based  on  previous 
investigadon,  opened  up  a  Financial  Institudon  Fraud  investigation  against  David  I-  Hale 
and  James  McDougal,  former  president  of  Madison  Guaranty  Savings  &  Loan.  This 
invesdgation  is  predicated  on  information  that  while  McDougal  was  president  of  Madison 
Guaranty,  the  S&L  made  a  loan  to  an  individual  (now  cooperating)  to  purchase  realty 
owned  by  a  company  controlled  by  David  L  Hale.  After  paying  off  the  mongage,  Hale's 
company  loaned  the  remainder  of  the  funds  to  Hale  and  an  associate.  J)xesc  loans  were 
combined  to  purchase  a  certificate  of  deposit  in  the  name  of  Hale's  wife.  The  CD  was  then 
liquidated  in  four  transfers.  One  of  these  transfen  was  in  the  form  of  a  $300,000  loan  to 
the  wife  of  JamcvMcDougaJ,  Susan  McDougal,  dba  Master  Marketing,  l^.  McDougal  is 
also  a  stockholder  of  Madisun  Guaiamy: \ 

I  also  understand  from  the  teletype  that  on  September  17,  1993,  New  YorK  Times 
reponer  Jeff  CrtinhrnnfnrTfH  T  irti,' Pnri- <;Ar  Pnh.rf  M  <:ifmiirin-  r.rth  rnJH  ihnt-hft  had 
interviewed  Hale  and  his  lawyer  Randy  Coleman  for  five  hours.  Gerth  asserted  that  Hale 
is  prepared  to  ftunish  information  about  sensidve  matters  possibly  involving  the  Clinton 
adnunistraDonl  ,'HaJc  had  information  that  a  S300,000  loan  to  Masters  Markeding,  Inc.  was 
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funxicled  ui  the  form  of  a-^shicr's  check  back  to  White  Water  Development  to  help  pay  off 
several  obligations.  Tb^tclcrype  describes  White  Water  Development  as  a^eal  estate  joint 
venture  that  Presidc-nt  Qmton  andhis-*wf(r  HilJliy  RuUlta«-Qiruon  were  in\>oivcd  in  1978 
which  did  lose  uio/icy'. 


ifCpc 


The  telefvpc  thcfT  described  the  flow  of  funds  in  'this  matter' \presumably  the 
matter  Genh  stated  tKai  Hale  told  him  about.  On  March  11,  1986,  Madison  Guaranry 
loaned  Hale,  cfiaa  Da/danellc  Development  Corporation,  S300,000.  On  ApriiY  1985.  Hale 
through  his  Small  Business  Investment  Corporation  loaned  Susan  McDougal,  dba  Masters 
Marketing,  Inc.,  5300,000.  Susan  McDougal  used  her  stock  in  Madison  G'uaraiiry  as 
collateral  forlihe  loan.  The  loan  proceeds  were  deposited  mto  the  personal  bank  account 
of  James  andj  Susan  McDougal.  The  records  indicate  that  the  loan  proceeds  were  divided 
into  two  checks,  one  for  $111,500,  and  the  other  for  $122,459.79.  The  teletype;' docs  not 
state  the  subsequent  history  of  the  checks.  ■       /' 

\      \  I      : 

As  I  told  Assistant  Director  Larry  Potts  yesterday,  over  the  past  weekend,. a  high 

ranking  officialVjf  the  Department  of  Justice  was  contaacd  by  an  individual  who  wants 

confideonality  ofMdentity.  This  individual  who  apparently  has  had  contaa  wirh  cither  David 

HaJc  or  someone  'close  to  Hale,  told  the  Departmental  official  that  Haier  has  information 

about  President  Cliruon^d  Governor  Jim  Guy  Tucker  of  Arkansas^jlating  from  1986.  This 

information  relates  to^atiison  Guaranty  S&I_  Through  his  attorney  Randy  Coleman;^^ Hale 

has  offered  to  provide  t>iis  information  to  the  government  in  return  foi  citiiLi  mmHIBity  or 

a  plea  to  a  misdemeanor  to  dispose  of  his  legal  problems  with  the  Umted  States.    The 

Umted  States  Attorney  has  counteroffered  with  a  felony  plea  to  one  count  To  date  neither 

Coleman  nor  Hale  has  provided  any  information  to  the  United  States  Attorney.    The 

individual  told  the  Dcpanmental  official  that  Hale's  mformation  about  President  Clinton  was 

unrelated  to  the  fraud  on  the  Small  Business  Administration  for  which  Hale  is  likely  to  be 

indicted  this  week. 

The  individual  gave  the  Depanmental  official  some  details  of  what  the  individual 
believes  Halelsl  story  to  be.  Madison  Guaranty  S  &  L  made  loans^io  Whitewater 
Development  parp.,  a  5nancial  venture  in  which  Bill  Qinton,  Jim  Tuckenand  others  had 
an  interest.  BJy  \986  the  mongagc  was  not  being  paid  and  Jim  McDougal!  was  concerned 
about  an  upcdmxitft^udit.  Jim  McDougal  called  David  Hale  tn  a  meetmf  at  McDougal's 
office.  This  call  may  have  been  through  Hale's  brother.  Hale  went  to  the  mceimg  in  the 
car  of  a  local  sheriff.  \ 

1  \ 

When  Hale^^i  tu  the  uQ'ice,  McDOugai  and  Bill  Clinton  werd  Ihitc  in6  eflCduraged 
Hale  to  provide/funds  to  Madison  Guaranty,  pnor  to  the  audit,  to  bring  the  Whitewater 
loans  acceptably  up  to  date.  Thereafter  Hale,  through  his  Small  Business  Investment 
Corporation,  jciit  S300,000  to  Susan  McDougal,  dba  Madison  Markctmg.  Hale,  Jim 
McDouc3J  3nd~Bill  Clinton  discussed  ihai  Madison  Marketing  was  considered  a  minonry 
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business  because  ot  u:  female  ownership  and  thus  an  appropriate  subjebkior  an  SBIC  loan 
Susan  McDougal  deposited  the  S300.000  loan  cneck  and  chcn  rwo  S150,000\ashicrs  checks 
were  issued.   The  mckvidual  did  noi  st3i,g,inha.  ■■•ea  Jcne-wu^l'he  casnicr's  checks. 

TTie  individiiai  also  siafcd  thai  Hale  or  Coieman  made  a  vagbc  allegation  that  m 
relation  lo  the  aoQ\/c  iraniaction,  Hale  had  prepares  a  misleading  document  for  bis  flics       ./     J/ 
That  docuraeni,/or  a  subrscqueni  documcni  prcparec  :c  replace  it,  containcd\ome  mention      l;"' 
of  Bill  Clinton.  /This  dccumentation  was  seized  by  ihe  .-31.  However,  Coleman^laimod  thai  '\j  v-^' 
when  he  went  over  Lhe  invcntorv  of  the  seizure,  there  was  no  reference  to  thisNjocument     '' 

II  ■     \    \ 

Tne  Dcpanmental  official  has  told  me  that  he  believes  the  individual  who  aontactcd 
him  is  reliable.;  However,  the  omcial  has  no  knowlccgc  of  whether  thcie  is,  in  fact,  any  truth 
to  the  story  related  by  (he  individual,  nor  oocs  he  know  how  the  individual  learned  the 
information  related  to  tne  official.  |       \ 

It  IS  apparent  to  me  that  there  are  simiianties  in  the  teletype's  descripuon  of  the  case 
opened  by  FBI  LinJc  Rock  on  Augxist  20,  1993;  the  aJleganons  Jeff  Gcrth  artribuxed  to 
David  HaJe  in  his  September  17,  1993,  conversauon  with  SAC  Satowski;  the  teletype's 
descripiaon  of  thcflov*  of  funds  found  on  page  eight  of  the  tclerype;  and  the  story  the 
individual  relayed  tovthe^Deparanental  official.  AJJ  incidents  involve  a,<Iaim  that  Hale,  or 
an  entity  controlled  bvvHak,  lent  5300,000  to  Susan  McDougai»j3r^  endty  controUfed  by 
her.  However,  there  are  significant  differences  in  the  stories  ^  wi-ii  "nir'r«  iin  im'ii-'  the 
identity  of  the  company  from  which  Hale  obtained  the  5300,000,  and  the  name  of  the 
company  controlled  by  Susan  McDougal  which  received  the  5300,000.  Only  Gerth's  version 
of  the  story  states  what  was  done  with  the  proceeds  of  the  5300,000  to  Susan  McDougal 
after  it  was  convened  into  cashier's  checks.  Indeed  it  is  not  even  cenain  that  all  of  these 
stones  refer  to  the  same  transactions. 

It  IS  my  understanding  that  on  September  20,  1993,  the  United  States  .Attorney's 
office,  by  lener  from  AUSA  Michael  Johnson  to  Randy  Coleman,  again_made  clear  the 
government's  uirtrest  in  receiving  any  proffer  in  this  matter  from  either  C^^man  or  Hale. 
I  also  understand  that  as  of  this  date  Coleman  has  refused  to  give  a  proSer,  although 
discussions  are  continuing.  Until  such  time  as  wc  can  get  more  details  on  this  matter  from 
Hale  or  his  lawyet^  think  it  would  be  prudent  for  the  FBI  to  do  additional  logical 
invcsngatjon,  ini:luding  a  review  of  documentary  evidence  already  in  the  possession  of  the 
FBI  to  see  whan  corroboration  there  is  of  the  story  related  by  Genh  or  the  story  related  by 
the  individual  to  the  Departmental  official.  Renewed  efforts  should  be  made  to  obtain  the 
documents  in  the  possiission  of  the  Ri—uluiiu.i  Tiust  Cuipui.ii.imi: — In  this  regard,  the 
Cnnunal  Division 'i  fraud  section  may  be  sole  to  assist  you.  Finally,  consideration  should  be 
given  to  reviewing  any  source  iniormation  which  may  shed  some  light  on  rh:  factual 
aisenions  contained  :n  :'r.t  •rsv.zzzwcv.i  rciitec  above.  I  apprcaatc  that  any  investigation 
in  cms  matter  rrmst  be  done  after  due  considc:2:icn  to  their  effect  on  existing  investigative 
efforts.  Please  coordinate  inose  cr'fon.s  wuh  me  United  States  Attorney's  office  m  Little 
Rock,  and  tne  C.immai  [7''-."-,ii';r. 
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r,andy  Col'eaan 

Attorney  at  Law 

0200   TCBY   Tower.' 
/425    w/  Capitol   Ave. 
/Littl4   RocJc,    AR   72201-3439 

/     / 
Dear  Randy: 

j  Earlier  today  I  phoned  you  and  requested  that  you  provide  a 
proffer  of  any  information  your  client  wished  to  bring  to  our  | 
attention.  You  have  responded  by  letter  dated  this  date  in  which 
youi  indicated  that  you  did  noc  believe  we  will  achieve  anything  I 
further  in  plea  negotiations.  As  you  acJcnowledged,  your  letter,' 
was: in  response  to  our  earlier  phone  conversation.         /    / 

\  '    / 

\  Cur  position  is  as  we  have  stated  to  you  before,  that /is,  /we 

are  fully  interested  in  all  information  your  client  has  tof  offer. 

B\ecaiise  of  his  significant  involvement  in  criminal  activity,  it 

is  unacceptable  to  us  to  grant  him  immunity.   We  are  willing  to 

prbvid)e  ycur  client  with  a  motion  authorizing  reduction^  of   / 

sentence  for  substantial  assistance  upon  his  plea  of ^guilty  to  a 

felony  charge  of  fraud  and  his  providing  the  subst^tial     i 

assistance.   Of  course  to  date  your  client  has  offered  no    \ 

tangible  information  on  which  any  such  arrangement  could  yet  be^ 

made.   Ky  understanding  of  your  letter  is  t5iat  he  chooses  not  to 

do  so  at  this  time.  I -^ ' 

He  sec  no  reason  not  to  proceed  with  the  presentation  of  our 
case  to  the  grand  jury  and  our  other  normal  process  of  handling 
grand  jury  matters.   Should  the  grand  jury  decide  to  indict  your 
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U.S.  Ocparimeni  of  Justice 


United  States  Attorney 

Eastern  District  of  Arkansas 


roil  ofpct  So* ;.'.'» 

Liill*  Hock.  ArktHiti  7220J 


TO:      Local  Press  Representatives 

FM:    ^aula  J.    Cas^y.'^U.S.    Attorney,    Eastern  &l-s^rict  of  ArJ 

RE:  /uni  -    -       -^  _.,.., 

Mat 


mla  J.  Cas^y-.'^U.S.  Attorney,  Eastern  Dl-s^rict  of  Ari^ansas 
>ited  States  vs.  David  Hale,  Eugene  Fitzhogh,  and  Cnarlc 
itthews/^  \       \ 


PRESS  RELEASE 

United  States  Attorney,  Paula  Casey,  announced  toda^^^  that\  a 
j^ederai/  grand  jury  has  returned  a  four  count  indictment  against 
pavid  Jiale,  Eugene  Fitzhugh,  and  Charles  Matthews. 

/The  Indictment  charges  Hale  in  all  four  counts  -  two  counVs  o:' 
onspiracy  and  two  count  of  making  a  false  statement  to  influenct 
[the  Small  Business  Administration.  1 

Charles  Matthews  is  charged  in  both  conspiracy  counts  |  anc! 
Lugefie  Fitzhugh  in  one. 


A  The  first  conspiracy  alleges  that  all  three  defendants  agree 
gage  in  a  scheme  to  defraud  the  SBA  by  funneling  $800,000.0 
throubh  a  series  of  transactions  to  Capital-Management  Service^, 
Inc., ^ a  Small  Business  Investment  Company  licensed  by  tae  SBA 
Capitay.-Management  Services,  Inc.,  was  principally  owned  by  Halie. 
The,  $8po,000.00  was  then  used  as  a  basis  for  an  additiohal 
$900,000.00  from  the  SBA.  The  $800,000.00  was  then  returned  to  /ts 
source  by  another  sham  transaction. 


\ 


\. 


T>\e  iecond"  conspiracy,  involving  Hale  an^x^Matthews,  was 
similarV  It;  involved  $275,0^00.00  that  was  mis^presentedr' to  be  the. 
repaymenfcx  of \oans  to  Capital-Management  Services,  Inc.  After  thej 
alleged  repayment  of  the  loans  was  used  Lt©A-he-ip^-sertrre  ffie 
$900,000/00 ^rom  the\  SBA,  it  wasfunneled  back  to  its  source. 

The  two  counts  of  conspiracy  carry  a  maximum  prison  term  of 
not  more  than  5  years,  a  fine  of  not  more  than  $250,000.00,  or 
both.  The  remaining  two  counts  of  false  statements,  carry  a 
maximum  prison  term  of  not  more  than  2  years,  a  fine  of  not  more 
than  $250,000.00,  or  both. 

The  indictment  was  a  result  of  a  Small  Business  Administration 
fraud  investigation  done  by  the  Little  Rock  office  of  th^  Federal 
Bureau  of  Investigation.  \  \ 


\ 


Aj 


0018 


977 


RICK 


STEVE  IRONS^'IS,  ADVISED  THAT  THE  FG-Jv^IN  LR  RETURNED  AN 
INDICTMENT  AGAINST  ^MX  THREE  SUBJECTS  ON  ALL  FOUR\COUNTS.   LR 
WILL  ARREST  THE  IXDIVIDUALS  THIS  P.M. 


ADDITIORAL  INF0RMAZION-ftSe£JVZa_FR0M  IRONS  I&  THAT  THE 
USA  IN  LR  IS  RECEIVING  ^PRESSURE  FROM  DOJ  TO~~R£OTSE  HERSELF  FROM 
THIS  MATTER./  IRONS  INDICATES  THAT  THE  USA  IS  GOOD  FRIENEJS  WITH 
THE  GOVERNOR  OF  ARRJCnSAS  AND  HIS  STAFF.   IN  ADDITIOHy  ONE  "OF  THE 
SUBJECTS,  SETH  WAJID,  IS  THE  BOYFRIEND  OF  THE  USA'S  BEST  FRIEND 
AND  FREQUENT  HOUSE  GUEST.   TO  DATE  THE  USA  IS  NOT  RECUSING  \ 
HERSELF.   /THE  /USA  ASKED  IRONS  HOW  SERIOUS  THE  MATTER  WAS  AGAINST 
THESE  INDIVIDUALS.   IRONS  ADVISED  HER  THAT  THE  INDIVIDUALS  IN 
QUESTION  WILL/ BE  IITHER  SUBJECTS  OR  MATERIAL  WITNESSES.   THEI  DO 
NOT  KNOW  WHICH  ONE  THEY  WILL  BE  AT  THIS  TIME.   THE  USA  HAS   I 
INDICATED  THAT  SHE  WOULD  NOT  BE  ABLE  TO  HANDLE  A  CASE  AGASNST 
THESE  INDIVIDUALS  WHICH  WOULD  MEAN  SPLITTING  THE  PROSECUTION  OR 
TURNING  THE  CASE  OVER  TO  DOJ.   IRONS  IS  OF  THE  OPINION  TRWT  | 
splitting;  the  case  would  not  be  beneficial.   IF  THIS  IS  A  PROBL^ 
HE  THINKS' IT  ( WOULD  BE  BETTER  TO  HAVE  DOJ  HANDLE  THE  CASE.  /   / 


IS 


FBI-00001287 
JME-00000254 


978 


MemorsLDdum 


SAC,  Lim^^jLDQr-tl6A-LR-J 
SSA  STSVEN  0.  IROHS 


TWOWIS  W.  ANDBR50N; 
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On  9/24/93,  a  meating  was  held  to  discuac  capcion«d 
matter  atlthe  United  Statea  Attorney's  Office  (USAO) ,  Eastern 
District  of  ArlULnsas  (EUAR)  .   Present  from  eha  USAO  were/  Oniited 
States' Attorney  (USA)  PAULA  CASEY,  Assistant  United  Stacee  / 
Attcrr.ey  (AUSA)  MICHASL  JOHNSON.  Chief  of  the  Criminal  iecilon. 
and  AUSA  FIETCSZR  JACXSOH.   Present  from  the  Bureau  weSe  ASAC 
WrflTEHEAD.  SA  REIGN,  FA  HAIX.  and  writar. 

^Thev  aeetlng  was  held  to  accomplish  two  otojectivies.   The 
USA  wanted  ^to  determine  if  she  would  have  to  rectlse  herself  from 
the  matter  due  "to  har  eloaa  friendship  with,..?T*i  OOY  rJCX2R>s,SETH 
W/'vSB,  and  STfSHEN,  SMITH.   The  Buraau  wanted  to  voice  its.. 
objection  to  tWmannar  in  which  AUSA  JACK^un  was  limiting  its 
investigative  efforts,  conducting  investigation  on  his  own,  and 
to  press  for  all  documents  of  Madison  Guaranty  Savings  and  Loan 
(KGSL)  to  be  obtained  from  the  Resolution  Trust  Corporation 
(RTC) . 

After  hearing  th«  estimation  of  both  writer  and  AUSA 
JACXSOK  on  the  involvement  of  TUCKER,  WARD,  and  SMITH,  USA  CASEY 
advised  ah*   would  have  to  recuse  herself  and  only  had  to  decide 
the  best  time  to  do  so.   She  referenced  elaima  made  by  subject 
DAVID  HALE  ia  sedia  outlets  that  aha  was  being  unfair  due  to  her 
political  or  ether  affiliations.   While  she  resented \those 
accusations  and  realixed  recusing  herself  might  be  stisinterpreted 
by  some  as  giving  merit  to  UALS's  accuaations.  CASEY) f^lt  she 
must  r.ot  hear  any  details  concerning  the  abov«  indivAduals. 
However,  sR>  saw  nu  imjuMdiate  need  lo  publicly  advise  ofy^  her 
recusal  and  preferred  to  wait  until  a  Bore  opportune  timet  from  a 
public irelatieaa  standpoint.   ADSA  JOHNSON  also  discuased\the 
pessibllity  the  Department  of  Juatiee  would  take  all  or  part  of 
the  ease  dua  to  the  mention  of  BILL  CLINTON  by  WU.S. > 
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Writer  recouaved'^igt  •xperHfrcmj  with  the  R7C  which 
Isad  him  to  pl«c«^»ry  little  ti-u«t  in  lt«  ability  and 
motivation,  especially  in  captioned  matter.   He^lao  pressad  for 
•upport  for  ob^ining  all  MCSL  documence,  b«ginni)jg^  with  the 
microfilm  and^microf iche.   Due  to  the  promiae  RTC  m*de  to  ACSA 
JACXSON  to  orovide  it»  WQ§I>--ge£err>l-hy_9/3  0/93 ,  the  ^SAO  felt  it 
was  desiraJile  to  wait-'^irttll  at  least  then~"t«-,^cide  whether  to 
force  the/issue  ot-^^orapliance  of  a  grand  jury^viJapoena  far  the 
filo/fiche.   Tha^idvastagea  of  having  all  of  '  ne  r«cords\waa 
reviewed' wlthjBiie  USAO,  and  the  present  prrb"  erne  b«ljig  caiised  by 
AUSA  JACXSOK  IiRiiting  what  waa  taken  in  the  search  w»rraiit\  at 
KALE'S  business  were  noted  as  an  example  of  a  disadvaiitagel   The 
poor  job  AUSA  JACXSON  was  doing  of  drafting  aubpoenaa  ind  )ceeping 
a  record  of  his  own  iirvestigative  efforts  was  also  mentioned,  as 
««11  as  his  failure  to  keep  the  case  agent  adequately  inforsed  of 
the  reBulcs  of  that  Investigation.  \   i 

I    [After  those  items  had  been  covered,  USA  CASEY  excused 
herself  to  allow  SA  R£IGN,  FA  HALL,  and  AUSA  JACKSON  brief  hini  on 
the  specifics  of  the  MCSL  matter  and  possible  involvement  of 
TUCKER.',  WARD,  and  SMITH.   ASAC  WHITEHEAD  and  writer  also/ excused 
chetTvaelves\  f rom  the  meeting. 
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lC/5.?3       BK:E~Z2    director    CN    CA2 
VERINDER,     DORCH,    WADE,     DIRECT 
PRESENT.       DIRECTOR    INDICATEE 


FA=T    CF    res    BRIilJIN:. 

AM,    RON    DICK,     DENNIS    LOR«EL 
HE   WANTEdIjSA-TP   RECUSE. 


RON    DICK    -    CONTACTJBO    DONAHUE   AT   RTC   -    INVESTIGATI<JNS   AND  ADVISED 
REFERJ^AL   WOULD    BIT^  READY    BY    10/15/93.       PASSED    INFORMATION   ONTO 
IRONS.       IRONS    ^AID    HE   HAD    SPOKEN    TO    RTC    INVESTIGATOR\    SHE   HAD    A 
CHANGE    IN    ATT/TUDE  AND   HOPSr-^OOl'mAT ITEr. — -IRONS   WILL   KHZP   TICKLER 
ON    10/15    AND/ADVISE 


WHaTRECEI' 


RECEIVE. 


FBI-00001322 
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U.S.  D«panment  of  Justice 

United  States  Attorney 
Eastern  Distria  of  Ariuuxsas 


\ 
Dear  Ms.    Levl^ 


Ms.   L.   J«an  L«v_ 
Criminal  Inves^gator 
Resolution  Trust  Corporation 
4900  Malni  Strset,  Suits  200 
Kansas  Clity,  MO  64112 


R*: 


/7236  Madison  Guaranty  Savings  and  Loan 
Crininal  Referral  Number  C0004 


\j 
I  vrj 


( 
l/coun 


I  am  Vri^ing  at  the  request  of  the  Office  of  Legal/ Counsel, 
Executive  Office  for  U.S.  Attorneys  of  the  U.S.  Departnent  of 
Justice  to  letXyoo  ]cnow  the  status  of  this  referral. 


As  you  Icnow,  this  referral  was  reviewed  by^  the  criminal 
Division  of  the  d^S.  Department  of  Justice  at^the  request  ^  the 
previous  Unite^  States  Attorney  for  the  rEastem  District  of 
Arkansas.  The  mattei'  was  concluded  before  I  'beijaii  wofJtxng  m'this 
office,  and  I  was  unaware  that  you  had  not  been  told  until  I  was 
contacted  by  the  Office  of  Legal  Counsel.  After  receiving  the  call 
from  Legal  Counsel  I  reviewed  the  referral,  and  I  concur  with  the 
opinion  of  the  Department  attorneys  that  there  is  insufficient 
information  in  the  referral  to  sustain  many  of  the  allegations  made 
by  the  investigators  or  to  warrant  the  initiation  of  a  criminal 
investigation. 

Although  I  am  declining  to  take  further  substantive  action  on 
this  referral,  my  decision  does  not  foreclose  future \prosecut ions 
(ibout  the  matters  covered  by  the  referral  or  related  matters  in  the 
event  that  Wy  office  and  the  FBI  «u:e  given  access  to  ^records  or 
information  Vindicating  that  prosecutable  cases  can  be  Jmade. 


Sincerely, 


'Ju 


'^\xi^  lx. 


c 


6 


PACTLA  J.    CASEY 

United  States  Attorney 


DebraUJestbrook 
Office  of  Legal  Counsel 
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MEMORANDUM 


DATE:      OCT   2  8    1993 


DEPARTMENT  OF  JUSTltE^URGENT  REPORT 


John  C.  Keeney  (al«ne<l)  JohnN^  Keeney 
Acting  Assistant  Attorney  General 
Criminal  Division  \    \ 


DESIGNATING  UNIT: 


SECURITY  CLASSIFICATION: 

\    \ 
CLARIFICATION  &  FOLLOW-UP: 


Fraud  Section 
Criminal  Division 
Gerald  E.  McDowell,  Chief 
Tel.  514-7023 

Unclassified  -  Sensitive 


John  C.  Keeney  /    j 

Acting  Assistant  Attorney  General 
Criminal  Division      ^.  ' 
Tel.  514-2621        /-'"       V 


FBI  report  of  status  of  the 
Little  Rock,  Arkansas  based 
investigation  into  various 
activities  of  David  Hale,  a 
municipal  judge  and  owner  of 
Capital  Managemec3t~~5Si;3/j.ces, 


SYNOPSIS: 


The  Fedej::a]>3ureau  of  Investigation  recently  reported  to\  the 
Criminal  Division^^he  status  of  the  Little  Rock,  Arkansas  based 
investigation  incq  vaxious  activities  of  David  Hale,  a  municipal 
court  judge  and  own'fer  of^Capital  Management  Services,  Inc.,!  a  small 
business  investment  'bompa<iy  (SBIC)  .  Hale  was  indicted  September 
23,  1993,  for  conspiracy  and  making  false  statements  to  the  Small 
Business  Administration  {~SBA)^in  order  to  obtain  matching/f unds  for 
his  SBIC.  Additional  questionala^e  activities  of  Hale'^are  under 
investigation  by  the  Little  Rock  ot-fj.ce  of  the  FBI/a'nd  the  U,S. 
Attorney  for;  the  Eastern  District  of  ArTCans^s — 

Included  in  the  invest igation^^a re  allegations  of/Hale, 
published  in  'the  Arkansas  Democrat  -  Ga~zette  September's',  1993, 
that  ia.,^e  mid-1980s  James  McDougal,  then  Ti^Trd-of  M-erdlTson  Guaranty 
Savings  arrd^^oao  Association  (Madison  Guaranty)  ,  and  President 
Clinton  askeafta>L^  to  lend  S300,000  from  Capital  Management 
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Services,  Inc.  to  Masters  Marketing,  a  corporation  owned  by  Mrs. 
McDougal.  The  money  allegedly  was  earmarked  for  projects  in 
Pulaski  County,  Arkansas^^^^ut-  was  used—lorWhitewater  Development 
Co.,  of  which  Mrs.  MpDaOgal ,  President  Clintexn  and  Mrs.  Clinton 
were  partners.  ^Tfie  newspaper  article  further-^^^reported  that 
according  to  Ha\4,  Mrs.  McDougal  made  no  payments  onNier  loan  from 
Capital  Management  Services,  Inc.  There  is  no  allegaliion  in  the 
article  of  ^-wrongdoing  by  Pj3siji£iit__ar_Mrs .  Clinton,  bat  Hale's 
allegation^  indicate  tiia-tlie  may  have  defirayd^  his  own  ^-SBIC  or 
made  misrepresentations  to  the  SBA  about  the  tna^^v^urpose  of  the 
loan  made  to  Mrsu.^  McDougal .  ^\ 

/  /  \     \ 

Similar/ allegations  have  been  reported  by  New  Y<>rk  Ti'jnes 

reporter  Jeff  Gerth  to  the  Department  and  to  the  Special  A^ent\in 

Charge  of  ifhe  Little  Rock  office  of  the  FBI.  \    \ 

■    /  •        ^   ■ 

Hale/ has  been  uncooperative.   Given  an  opportunity  to  provide 

information,  he  refused,  stating  that  he  would  do  so  only  if  given 

full  limmunity.  j 

Additional  transactions  involving  James  .McDougal,  Arkansas 
Governor  Jim  Guy  Tucker,  Mrs.  McDougal,  who  is  a  stockholder  of 
Madison  Guaranty,  and  Seth  Ward,  an  employee  of  Madison  Real  Estate 
Companj^,  also  are  under  investigation.  These  transactions  are 
allegedyto  involve  the  use  of  Hale's  SBIC  and  Madison  Guaranty  to 
defraud  the  "^ SBA  as  well  as  the  savings  institution.    /      ; 

All  oBv  these  allegations  are  being  vigorousiy^ursued.   \^ 
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United  Sictts  Aaomey 
£i:rKm  DLiriei  ctAmmxaT 


Mr.    Pttllllp  B.  Eeymann 
Deputy  Attorne7  General 
U.S.    Depc'.    or  Justice 
Main  Jlustlce  Building 
VashlngtOHf    D.C.      20S30 


United  States  of  America  v.   Davi'd  Hale 


Dear  Mr.  \Beymann: 

\  \ 

The  Eastern  District  oC  Arlcansas  Is  Ir^yestlgatlog  natters 
pertaining  ^toXDavid  Rale  and  a  develo^neftt  company  ■\«hich  he 
operated.  Irtdldtments  were  returned  by  a  grand  't'lirV  '"  «:>p^«nnh^»r 
alleging  frauiJuie.-t  conduct  on  the  par's  oZ  Mr.  Hale  and  tvo 
codefendants.  Ur.  Hale  claims  to  have  information  implicating 
other  people  ia  fraudulent  activities  vhlch  are  not  related  to  the 
matters  in  the  September  indictment.  There  has  been  a  great  deal 
of  speculation  in  the  press  concerning  Mr.  Hale's  allegations. 

I  an  confident  that  I  and  my  staff  are  capable  of 
investigating  and  prosecuting  these  matters  competently  and 
dispassionately.  Whether  my  participation  and  the  participation  of 
my  staff  raises  questions  of  the  appearance  of  impropriety  is  a 
differglit  question.  \\ 

I I  am,  therefore,  asking  that  you  approve  my  request  to  recuse 
me  and)  ^11  msnbers  of  my  staff  from  further  investigation  and 
prosegati'Qn-  of  giHrr>.r«;  p^rralnlrKj  t-o  r^piral  MarL»/ji»m.»nr  Services, 
Inc.  and  Madison  Guaranty  Savings  and  Loan. 

I  Sincerely, 


PC/lc 


"FSIS"? 


PAULA  J.  CASS'i 

United  States  Attorney 
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fepartiHEnt  of  ^u^fticB 


rOR  IMMEMATE  BELEASE  \    \    CRM 

TUESDAX, /NOVEMBER  9,    1993'  (2*2)  616-2771 

TDD  (202vJ  514-1888 

\  \ 

SPrrog  JOSTTCE  PEPAHTMENT  lawyer  WAMED  to  gEAB  INVESTtCATTON  TWTO 

ARKA>iSAS  StL 


VASHINCTON,  D.C.  —  Acting  Assistant  Attorney  General!  John 
C.  Xeeney  today  said  the  Justice  Department's  Criminal  Ddviision 
will  take  charge  of  the  prosecution  of  former  judge  David  Male 
and  inves-tigation  into  matters  concerning  Capital  Management 
Services Ainc.  >  and  the  nov  defunct  Madison  Guaranty  Savings  and 
Loan.     \   \ 

The  Crvminal  Division  took  over  the  investig^ion  after  the 
U.S.  Attorney\in\Little  Rock,  Paula  Casey,  iotofmed  the  Jusxice 
Department  lasb^veek  that  she  and  her  stafg^ad  recused    ! 
themselves  because-^of  their  familiarity  viLh  soRie  ot   the  parties 
and  the  need  to  ensure  that  there  be  no  misperoeptions  about  the 
impartiality  of  the  investigation. 

Keeney  said  the  investigation  will  be  headed  by  Donald  B. 
Hackay,  a  veteran  senior  trial  attorney  in  the  fraud  Section  vho 
arrived  in  Little  Rock  today.   He  will  be  assisted  by  two  other 
staff  lavyers  from  the  Fraud  Section. 

Hackay,  age  55,  was  U.S.  Attorney  in  the  Southern  District 
of  Illinois  1971-77. 


«tt«f 


93-353 
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CAPITAL    MAiJAGEMENT    SERVICES,     INC. 

LITTL. E    RCCIn  ,     ARXA-i43A3 

License   No.    06/06-5207 

May    19,     1993 


Non-cash  assets  were  contributed  to  CMS  as  a  capital 
contribution  that  were  represented  to  be  free  and  clear 
of  liens  and  encumbrances.  It  is  questionable  as  to 
whether  this  representation  was  correct.  C.MS  attempted 
to  obtain  leverage  from  S3A  based  on  this  increase  in 
capital. 

Licensee  transferred  certain  assets  to  an  associate  in 
exchange  for  stock  which  was  represented  to  be  non- 
restricted  stock  listed  on  NASDAQ.  The  stock  is 
restricted  and  net  listed  on  NASDAQ.  The  value  of  this 
stock  is  questionable. 

We  have  atteir.pted  to  cctai.-i  the  source  of  the  donated 
assets  without  success.  T.herefore,  the  matter  has  been 
referred  tr  the  Inspector  General  for  investigation. 

cy.S  did  net  make  interest  payinents  on  two  debentures. 
The  Invest-ent  Division  is  scheduling  a  pre-liquidation 
meeti.-.c  ;cr  Mav  11  at  10:00. 


BACKGROUND: 


CMS  is  a  Specialized  SBIC  that  was  licensed  on  3/14/79 
and  It  has  SI. 4  zillion  ir.  private  capital  and  S3. 4 
T.illicn  m  SSA  leverage. 

In   June   1992,    Licensee   initiated   two  non-cash 

transactions   with   an   associate   (Central  Arkansas 

Community  Development  Corporation)  which  were  not 
consummated  until  September  1992: 

It  accepted  a  pool  certificate  backed  by  medical 
receivables  valued  at  S11.5  million  and  National 
Building  Supply  (NES)  stock  valued  at  S2.3  million 
as  a  contribution  of  non-cash  assets  which  was 
represented  as  an  increase  in  private  capital. 

Licensee  received  NBS  stock  valued  at  $2.5  million 
for  certain  assets  held  by  the  Licensee  which  were 
reported  by  the  Licensee  to  be  of  comparable  value. 

In  October  1992,  Licensee  applied  for  S6  million  of 
leverage  in  the  form  of  preferred  stock  based  on  the 
capital  increase  consummated  in  September  1992. 

On  December  8,  1992,  Licensee: 
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Was  rsnindec  zr.az ,    as  a  matter  of  policy,  SBA  does 

not  leverage  cac:.tal  contributed  in  the  forTn  of 

non-cash  assets  until  such  assets  are  converted  to 
cash. 

Was  advised  that  an  examination  of  the  Licensee's 
oper?'"ions  would  ze  needed  before  any  leverage 
could  be  provided.  - 

Was  advised  that  approval  of  disposition  of  assets 
to  an  associate  would  be  conditioned  on  the 
Licensee  converting  the  NBS  stock  into  $2^5  million 
of  cash  within  120  days. 

Was  advised  t.-at  the  S6  million  leverage 
application  was  cei.ng  returned. 

On  December  9,  1952,  ScA  agreed  to  accept  a  Si. 4  million 
leverage  application  based  on  the  licensee's 
representation  that: 

the  medical  receivables  were  free  and  clear  of 
liens  and  er.cur.brar.ces  and 

-  the  licensee  would  dispose  of  the  NBS  stock 
received  in  excha.-.ge  for  Licensee  assets  within  120 
days  . 

Cn  March  11,  1992,  t.~.e  Zxa.T.i.-atioa  report  on  the-.Licensee 
was  issued.  kmcr.c  ct.-.er  things,  the  examiner  _  was  not 
able  to  determine  t.-.e  source  of  the"donated  assets.  The 
examiner  reported  t.-.at  there  was  a  reluctance  on  the  part 
of  the  Licensee's  management  to  disclose  any  information 
concerning  t.-.e  source  cf  t.ne  donated  assets. 

Cn  March  25,  199  2,  an  examination  letter  was  sent 
advising  the  Licensee  of  the  results  of  the  examination 
and  stating  that  t.ne  leverage  application  would  not  be 
processed  until  the  regulatory  matters  were  resolved. 
The  letter  also  provided  the  Licensee  another  opportunity 
to  explain  the  source  of  the  non-cash  assets. 

On  April  23,  1993,  S3A  received  the  Licensee's  response 
to  the  Examination  letter.  Answers  to  questions 
concerning  donated  assets  were  not  provided.  Instead, 
the  Licensee  stated  that  they  would  reverse  the 
transactions  and  that  no  explanation  should  be  necessary. 

On  May  5,  1993,  the  matter  was  referred  to  the  Office  of 
Inspector  General  for  i.nvestigation  with  the  expectation 
that  the  source  of  the  contributed  assets  will  be 
identified.  Licensee  was  advised  that  they  were  not 
responsive  to  the  exanination  letter  and  that  the  matter 
had  been  referred  to  the  Inspector  General. 
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o  On  May  ^  ,  199  3,  ID  was  advised  that  CMS  has  not  siade 
interest  cav-senrs  en  tvc  debentures: 

$14,867  was  due  on  March  3  and 
$35,952  was  due  on  March  17. 

o  By  letter  of  May/0 ,  1993,  CMS  was  given  7  Jays  to  make 
payment. 

o  On  May  18,  1993,  David  Hale  was  called  by  the  Account 
Executive  concerning  the  non-payment.  Mr.  Hale  stated 
that  a  check  was  in  the  mail  for  the  $14;. 867  and  that  he 
would  have  to  sell  assets  to  come  up  wit.h  the  $3  5,  952. 
He  advised  that  the  checJc  would  be  in  the  mail  on  May  19, 
1993. 

o  ID  confirmed  that  there  was  enough  in  the  account  to 
cover  the  S14,867  checx;  however,  there  would  not  be 
enough  to  cover  the  second  chec)c. 

o  Our  normal  procedure  is  to  transfer  a  licensee  to 
liqu:.daticr.  when  payme.iuS  are  not  made  in  a  timely 
r.ar.ner. 
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SCHEDULE  OF  MACK  MCLARTY 


THURSDAY,  MAY  6,  1993 

Draft  (05/06/93  9:08  am) 

NOTE;  Tom  Brokaw  will  follow  (he  President  all  day. 


Crai|-Kirby:    Pager  202/395-6661    -('4145  Cellular  202/365-2756 
COSiOkfice     202/456-6797  (Marilyn  Home  703/998-5635) 
Karen  Sii^bay   Pager  202/395-6661  #4232  Home  703/276-8212 

■**  ******  »^^»  -   -   ■i«***»-»-^TT-r->-rTTTTTTT-r^-TT^T^-r«»M»MMBj-i--i--i-_- 


7:45i  am 
8:15iam 


8:15  am 
9:00^^1 


NOTE:  Erskine  Bowles  &  his  family  \will  be  touring  the  West  Wing  and  will  be 
stopping  in  very  briefly  to  say  hello  some  time  around  8:45-9:00  am.    Contact-  Susan 
_McNey  205-6702/Beeper  605-7078.   \         \  ' 


9:00  am 
9:15  am  V 


llill.-      ^ 
012334 
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U.S.  Small  Business  aoministration 
WASHiMaroM.  Q.C.  2a4l< 


HEMORAMOtIM 


PRTTILEGEC  AWD  CONFIOeNTIAL  -  -.^        '^ 

DATE:    /  Augustr^9,  1993  ^^^ 

TO:        Er»)cin«  B.  Bowles 

FROM:  •    Waytrt  y.    Foren    ^  \ 

Associace  Adminiscraror  for  Znvesraent      ',   1 

SUBJ:  '    Capical-Managemenc  Services,  Inc.  i 

Lirrle  Socle,  Arlcansas 
License  No.  06/06-5207 

This  is  to  inform  you  that  there  have  been  significant  new 
developments  concerning  the  above-referenced  Specialized  Small 
Business  Investment  Company  (SSBIC)  that  may  lead  Co  a  criminal 
indictment  of  the  manager  of  Che  SSBIC,  Mr.  David  Hale..' 

On  August  3,  L993,  the  Ott\<^sg^t  Investment  received  a  letter  from 
the  United'  States  Attorney,  Eastern  District  of  Arlcansas, 
concerning  the  Licensee'^  1988  application  for  5900,000  in  SBA 
leverage.  In  cpnnection(  with  'the-  application,  'tlie  '  Licensee  is 
alleged  to  have  engaged  ^tfw— a__»e'ries  of  bogus  transactions  that 
caused  SBA  to  believe  that  the  'Licensee  had  increased  its  private 
capital  by  S400,000  and  that^__pr«»i«n  investments  had  been  repaid. 
On  the  basis  of  the  Lic^ffsee.'s  false  statements,  SBA  approved 
funding  in  the  amount  of,^S900 ,  000.  J 

We  underscand  that  the  U.^r^=»r-:^rnev  met  with.  Mr.  Hale  and  his 
attorney  on  -August  6,  I993^_a;id  presented  him  uTCTT  a  draft 
indictment  alleging  ciiaL — Mr":  Hale  and  two  other  individuals 
defrauded  the  United  States  (SBA)  in  1988.  SBA  was-,  sent  a  copy  of 
the  draft  indictment.  SBA  personnel  from  the  Investment  Division 
and  the  Office  of  General  Counsel .will  meet  with  the  FBI  and  the 
U.S.  Attorney  in  Little  Roclc  onv.^ugust  10,  1993xto  discuss  the 
evidence  against  Mr.  Hale  and  rhfr^'iSftTP~M-fcr'i  n  -rimw  rnwniil4  placing 
the  SSBIC  into  receivership. 

We  have  also  been  informed  by  the  Assistant  U.S.  Attorney  that  the 
licensee  made  false  statements  — in-  a  1992  application  for  SBA 
leverage  in  the  amount  of  S6.0  million.  The  1992  requesc  for  funds 
was  not  approved.  Finally,  the  FBI  and  the  U.S.  Attorney  are 
investigating  the  Licensee's  1.986  and  1983  leverage  applications  Co 
detaraine  if  fraud  was  involved. 
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U.S.  Small  Susiness  ,ACM!.NiaT.^Ar:cN 

Washimcton.   O.C.     20416  :.    'i^K 


iwpfc  , 


DATE:    September  21,  1993 

TO:    ^,-fer«)cine  Bowles,  .- 
Adaiinistrator 


FROM:    Wayne  S.  Foren, 

Associate  Administrator 
for  Investment 

RE:      Capital  Management  Services,  Inc.  , 

Little  Rock,  Arkansas 
License  No.  06/06-5207  '. 

SBA  was  appo^Tnted  receiver^^of  Capital  Management  Services,  Inc. 
(CMS)  on  Septamber  15,  1993.,^y  Court  Order  in  Civil  Action  No.  LR- 
C-93-6-;6 '  m  fTf?  V.  s:  CTi'strict  Court  for  the  Eastern  District  of 
Arkansas,  Western  Division.  SBA  was  appointed  Receiver  for  the 
purpose  of  liquidating  all  of  CMS'  assets  and  satisfying  the  claims 
of  CMS'  creditors  in  the  order  of  priority  as  determined  by  the 
Court.  Judge  David  L.  Hale,  t.ie  president  and  a  director  of  the 
licensee,  consented  zz  the  receivership.  JudgTOent_was_j:endered 
against  C.MS  in  favor  of  the  SBA  for  the  sum  of^^ia ,  816 ,  154  .  21  plus 
accrued  interest,  dividends  and  post  ] udgment^mfereSt . . 

On  Monday,  September  20,  1993,  Mark  K.  Stephens Associate  General 

Counsel,  and  Cecilia  Seay,  the  Receiver's  agent  retained  to 
liquidate  CMS,  closed  the  bank  accounts  of  CMS  (approximately 
S3. 200  renained  m  the  bank  accounts),  seized  the  records  of  CMS, 
and  are  in  the  process  of  martiailing  the  assets. 

The  U.S.  Attorney's  office  informed  Mr.  Stephens  that  they  are 
scheduled  to  make  a  presentation  to  the  Grand  Jury  on  Tuesday, 
September  21,  1993,  at  3:00  p.m.  and  are  expecting  indictments  to 
be  returned  on  Tuesday  or  Wednesday,  September  21  or  Septe'^'^er  22, 
1993  against  Judge  Hale  and  two  other  individuals.  Judge  Hale's 
attorney,  Mr.  Coleman,  has  indicated  that  Judge  Hale  may  step  down 
from  his  position  as  a  municipal  judge  if  the  \^indictment  is 
returned  against  him. 


Ownership  anB  Management  of  the~L~icensee  (as  represented  to  SBA) 
NAME  TITLE  %  OF  OWNERSHIP 


David  L.  HaTe     President /Direct or  82 

Linda  S.  Hale*  9 

Hazel  Dennis  9 

James  Hall        Secretary/Director 
George  Ivory      Vice  President 
*  David  Hale's  wife. 
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SBA  provided  financing  to  CMS  through  the  purchase/guarantee  of 
three  subordinated  debentures  totalling  $2,000,000  ($500,000  dated 
November  30,  1983,  $1,000,000  dated  September  8,  1986,  and  5500,000 
dated  March  17,  1989)  and  the  purchase  of  $1,400,000  in  preferred 
stoc)c  ($500,000  in  1980,  $500,000  in  1986,  and~  $400,000  in  1989). 

Failure  to  inform  SBA  of  Capital  Impairment  is  the  violation  stated 
in  the  Complaint.   CMS  is- approximately- 171%  capitally  impaired. 

Per  the  last  Financial  Statement  (SBA  Form  468)^  submitted  to  the 
SBA  dated  September  30,  1992,  CMS  maintained  a~  cash  balance  of 
$51,819,  and  owned  15  notes  and  7  equities  with  a  total  principal 
balance  outstanding  and  valuation  for  the  same  sum  of  $2^214,402. 
At  September  20,  1993,  approximately  $3,200  cash  remained  in  the 
CMS  bank  accounts.  The  Office  of  Liquidation  believes  that,  many  of 
the  listed  portfolio  assets  are  questionable  or  do  not  ''xist. 


cc:   John  T.  Spotila 

Martin  D.  Teckie: 
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''^^~^'-  U.S.  Smauw  Business  Aoministhation 

^S^^^'-C*  WaSMINGTOi.   0  c.     :o4i» 

S.  ••»'  »^^ 


TO:  Martin  Tecicler 

FROM:  Erskine  Bowie 

DATE:  Marc.l  3,  1994 

SUBJECT:  Capitai  Management  Co 


I  am  recusing  myself  from  all  involvement  in  tfte  SBA's  ongoing 
investigation  into  Capital  Management. 

My  instructions  to  you  and  others  since  this  investigation  began 
still  stand.   These  instructions  are: 

1.  Undertake  the  Capital  Management  investigation  in  the  same 
vigorous  manner  you  would  any  other  .iavastigaciuii  "Uf  an 
SSaiC.   If  you  find  any  evidence  of  fraud  or  abuse,  you 
should  take  every  appropriate  step  to  prosecute  the  person 
or  persons  who  have  perpetrated  this  malfeasance;  and 

2.  The  5BA  should  provide  Chairman  LaFalce  with  any  relevant 
information  that  he  requests.  This  information  should  be 
provided  as  soon  as  possible  after  the  request  is  received. 


DATE: 
TO: 

reOM: 

RE: 
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MEMORANDUM 


lh'fL'*\Z 


/  Erskine/5.  Bowles 
I    Adniuiistr2.:or 


T.  Sro-da      f^^^^ 


John 

Generii  Ccur.sel 


Weekiv  Rfoo.-t 
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r:;?*;  _ 


(8)  We  met  with  the  principal  deputy  of  the  Fraud  Section  of i  the  Civil 

Division  01  the  Deoar.mer.:  of  Justice  to  review  cnminal  matters  relative  to  Capital  Management 
Ser.-.ces.  Ir.c.  Ir.  acc:::c-..  've  coorcinatec  a  response  to  House  Small  Business  Committee  on 
:his  matter. 


V 


V\, 
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-^^EMORAND  UiVI~ 


TO: 


Ersidne  B.  Bowles 
Administrator 


FROM:         /John  T^potila 

/  Geneaif  Counsel  . 

,■'  / 

DATE:  December  c.  19^3 


■■^'/, 


RE: 


Weeidv  Acministrators  Reaon 


LITIGATION: 


V 


^  \ 
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(3)      Capital  Ntanaoement.     We  parjc:pated  in  the  ongoing  G^O  and  Justics 
Department  rev.ews  or"  the  Capita:  Management  matter. 


\  \ 


999 


U  i     S-.'A^L  i2'_"£i-£  =  S  ACMINSTKA  Tic;r- 


OFFICE  OF  GcNERW.  COUNSEl 


Hrskine  B.  Bow, 
.Adnunistiaier 


TO: 


FROM:      /  John  J.  SpoaJa 
General  Counsel 


DATE:  Januarv'  21.  1994 

RE:  Weekly  Admimstnior's  Reoon 


FTA^.-LVCE  \ST>  LEGISL.\TION 


2.         Whitewater  Pfvelonment  Companv/Capital  Manasemeni  Sernces. 
Prepared    response   :o   Consressmar    Leacn's    request    for   documents    in   comuncnon   with 
Whitewater  Development  Company,  and  assisted  m  preparing  a  rrpon  to  the  House  Small 
Business  Cjjmmitree  on  Capital  Management  Services  5SBIC.  -,  - 

■,  \ 
•  \ 


\ 
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.WC^'- 


OFFlCi  OF  GcNERAL  COUNSE. 


MEMORANDUM 


TO: 


/ 


yErsldne  3.  Bowies 
Adminimtoi 


FROM:,         JohivT.  Spouia^ 
y  Generz:  Counsel 

DATE:  / Januan  ."  *. .  1 994  / 

REi  Weekly  Administnitor's  Reoon 


V 
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Januanr  31.  1994  -  Pace  2 


V 


SBIC 


I.         Capital  Management  Services.  Inc.    Dunng  the  week  of  January  24-27, 
199-1.  Mark  Stepnens.  Associate  General  Counsei.  ana  Helen  Mincer.  Financial  Analvst.  worked 
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\ti— L".isr:iior  3 


Januarv-  31.  1994  --  Page  3  ,. 


in  Little  Rcxk,  Arkansas  on  the  receivership  action.  On  Tuesday,  January  25,  they  met  w^th 
Roben  Fiske,  thcnewiy  appoint^Jpecjai-eonnsch-te^eyiewrnatters  invol^>ing  David  Hale,  the 
former  principal  of  CaonaJ^^Mariagement,  who  is  .currentiy~Tinder  indictment.  In  addition, 
meetings  wete  held  wkir^orrowers  and  former  board  of  directoKmembers  Regarding  their 
involvemeni/with  Capiul  Management.  The  meetings  with  the  borrowers  and  board  of  director 
members  were  attended  by  General  Accounnng  Office  representatives  who  are  reviewing  the 
Capital  Management  matisr  at  the  request  of  the  Small  Business  Comminee> 
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L/.5.    SmaCw    EUStrMCSS    AOMhNiS"  PA  ;.Of- 


.Sfc:?.. 


OFRCE  OF  GENERAL  COUNSEL 


TO:  ErsidHC  B.  Bowles 

Administntor 

/ 

FROM:  John  T.  Spo'ola 

/GeneraJXZounsel 

/  / 

DATE;  FebEuarv  U.  1994 


MEMORANDUM 


RE:  WesUv  Administrator's  RetxDrt 
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1.  Capitol  Maaagement  Senices.  Inc.  On  February  9*  1994,  Mark 
Stephens  and  rwo  reprtsentauves  from  the  Investment  Division  met  with  the  Special 
Counsel  and  hts  s'^f  regarding  ne  criminal  acuon  against  Davia  Hale,  the  former  president 
of  Capital  Management  Serv.cs.  Inc.  ("CMS").  The  Speciai^<Iounsel  has -sought  SBA 
assistance  in  revievkjng-CMS'sfiies  and  transactions.  David^ale  was  indicted  on  two  counts 
of  conspiracy  and  one  count  of  filing  false  statements  wiih  SBA;  a  inal  has  been  set  for 
March  28.  l'99-i. 


V\ 


Cassandra  Pulley 
Kajie  Broercn 
Rick  Hemande: 
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OFFICE  OF  GEf^ERAL  COUNSEL 

TO: 

FROM: 

DATE:  March  28.  1994 

RE:  Weekly  Administrator's  Repon 


\\ 
■>.  \ 


1006 


'J   5     Sf«Ai.L  £ljSiN£3S  A«3Wi(SioTi5ATtCN 


OFFICE  OF  GENERAL  COUNSEi 


TO: 


Ersldne  B.  Bowles 
/Administrator^ 


I     John  Tr  Spotila     tj^ 


MEMORANDUM 


/? 


FROM: 

General  Counsel 

/  / 

DATE:  ;         March  7.  1994, 


RE: 


Weekly  Administrator's  Report 


.Sk=?., 


3.  Capital  Management  Services.  Prepared  repon  on  the  F.eceivership  of 
Capital  Management  Services,  to  be  submitted  to  the  House  Small  Business  Committee  in 
response  to  the  reques;  of  Chairman  LaFalce. 


\ 
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TO: 


FROM:  ,         John  T.  Spoula 

General  Counsel  /' 


DATE:  June  27.  -994 

RE:  Weekly  Administrator's  Repon 

RECOMMENDATION  FOR  WHITE  HOUSE  REPORT 

None 
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/Capital' Management  Services.  Inc.  On  June  20.  1994,  we  met  witf\  the  attorney 
for  David  Hale  and  representatives  of  the  Special  Counsel  to  continue  our  ongoing  investigation 
into  Capital  Management  and  to  try  to  collect  on  the  investments  in  its  small  business  concerns. 
We  alsO'Obtained  payment  in  full  on  one  account  for  S143.000.  The  FOIA  material  wai  also 
addressed  and  will  be  comoleted  next  week. 


Cassandra  Pulley 
Katie  Broeren 
Rick  Kerr.andez 
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4C    9'^C3a^^^9  /:r_^/^<^^S 


^--     -  U.S.    Smai.1.    SUSINESS    AOM.NlSTBATION 

''',,  T.ii  ^N-"  W»»x>NOTCN.   O.C.   204  16 

OFFTCC  O^  TXe  AOMI*««T»  ATO« 

April  11.  1994 

Honorable  Jan  Meyers 

U.S.  Houic  of  Representatives  ""'  \ 

Washinston.  D.C.  20515 

Dear  Con5resswoman  Meyers: 

This  is  in  response  to  your  March  23,  1994  inquirv  re5ardin5  my  recusal  from 
involvement  in  the  Capital  Management  Sef%'ices  matter. 

Throughout  mv  tenure  is  Administrator  of  the  Small  Business  Administration 
direa  resoonsibilitv  for  the  handling  ot  all  isoects  of  the  investigation  of  and  prosecution 
of  anv  5BIC  or  SS3IC  susrected  of  -wrongaoing  have  been  deiegatea  to  the  career 
Investment  Division  and  Office  of  General  Counsel  personnel  "vno  normally  are  involved 
in  such  cases.    Capital  Management  has  been  treated  in  the  same  manner  as  all  such  other 
cases.    I  have  never  reviewed  the  Capital  Management  file. 

It  has  been  my  practice  at  the  SEA  co  recuse  mvself  from  any  situation  where  there 
could  be  asserted  even  the  remotest  hint  of  a  conflict  of  interest  or  perception  of 
improprietv.    To  avoid  even  the  appearance  of  improtjriety,  I  verballv  advised  my  staff  in 
the  late  fall  of  1993  that  I  intended  to  separate  mvseif.  even  more  thoroughly  than  an 
Administrator  normallv  would  be  in  an  SBIC  legai  matter,  from  all  aspects  of  the  Capital 
Management  matter.    .\t  the  same  time.  I  firmly  instruaed  eacn  of  the  staff  that,  they  were 
to  pursue  the  investigation  and  prosecution  of  this  matter  vigorously,  and  that  they  were 
to  cooperate  fully,  completely  and  quickly  v.-ith  any  governmental  agencv  investigating  or 
prosecuting  this  matter. 

On  March  3,  1994  I  memoriaiized  my  prior  recusal  in  a  memorandum  to  our 
Deputy  General  Counsel,  who  is  our  ethics  officer  as  well  as  the  career  staff  member  who 
has  been  supervising  our  management  of  the  Capital  Management  case  from  a  legal 
perspective.    I  previously  have  provided  a  copy  of  that  memorandum  to  the  staff  of  the 
House  Small  Business  Comnuttee.    .\  coov  is  attached  to  this  lener  for  vour  information. 


Very  yiiiv  yours. 


ErskinPB.  Bowies 
Adrmnistrator 


.\ttachment 
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Memonndum 


SAC,    L1T3^   ROCK    {8€A-Ul-34847)    P 


/ 


SSA/STEVEN  D.    IRONS 

THOHXS   W.    XNDERSCN; 
ETAl. 
'         FAG-S8A 

00:       LITTIE   ROCK 

On  8/16/93.  vrtter  telephoned  SSA  KTVTN  ICEOTRICX  *t 
FBIHQ,  TIF'  Unit,  to  adviae  the  Reaolution  Truac  Corportacion 
(R7C)  had  advised  it  would  provide  a  referral  concerning/ Madison 
Guaranty  Saving!  and  Loan  Aasociatlon  (MO)  by  September/2,  1993. 
SSA  KENORICK  was  familiar  with  the  details  of  the  previtius  ,'rtC 
referral  received  by  Little  Rock  in  October,  1992,  and^ the/ 
circuastanresxiurrounding  it.   Writer  advised  SSA  KEfCSICN  this 
cffice  might  open  a  case  on  MG  prior  to  receipt  o^the  reflerral 
due  to  information  developed  in  captioned  m*.x.zpz\      He  was  further 
advised  captioned  matter  had  resulted  in  a  -aiSoject  mentioning 
individuals  comaon  to  the  October,  1992,  RTC  raf arral — Writer 
further  advised  the  Assistant  United  Stacas  Attorney  (AUSA) 
assigr.ad  to  the  matter  reported  being  told  a  Little  Rock  attorney 
had  traveled  to  Washington  instant  date  to  meet  with  unknown 
officials  to  atter.pt  to  have  the  investigation  quashed.   SSA 
KE>ORICX  was  asked  to  be  alert  for  any  questions  from  COJ  or 
other  sources  indicating  interest  in  captioned  matter  or  the 
upcocing  referral.   He  advised  he  had  been  questioned  about  MG  by 
his  superiors  approximately  two  weeks  ago.   SSA  X&f^RICK  asked 
for  a  teletype  and  was  advised  one  would  b«  sent  when  there  was 
informaxion  to  send.  r^ 

!  \    Also  on  B/16/93,  writer  telephonically  advised  SSA  JA>fi: 
ERICXSW*..  GF  Unit,  of  captioned  matter,  the  rumored  visit  of  an 
attorney  Vo  Washington,  and  the  potential  sensitivity  of 

in  format  ion'^a  aubjeet  was  claiming  to  hav. SSA— ERJCXSON  asked 

for  a  comr.unicacion  and  was  told  ona  would  b«  sent  when  there 
were  adJditional  facts.   On  e/l^J/SS,  SSA  ERICXSON  called  writer 
and  again  asked  for  a  communicaticn  and  was  faxed  a  copy  of  the 
initial  ■■^rt,*"'  »"d  mw  provided  when  captioned  matter  was  opened. 

'  /On  e/20/93,  JEAN  LEWIS,  RTC,  telephonically  contacted 
writer  'seeking  clarification  of  Federal  Ca:::paign  Contribution 


so:/6di 

(2)  PBI-00001542 
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law*  and  w««  *dvi»*d  h«  had  no  axpertiae  in  th«V*^«*-   She  was 

•dviaed  vriter  would  paaa  on  bar  raquaat  to  tha  A^A  FL5TCHEK 
JACKSON,  who*  *h»   advxaed  ahe  origioaily  attampced  to  contact. 


fBI-00001543 
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latter,  as  required  by  the  Right  to  Financial  Privacy  Act, 
12  U.S.C.  S  3  412  (CL:'-"" 


The  information  pertaining  to  this  matter  may  have  been 

/  \ 

derived  from  the  financial  records  of  customers  or. 

federally  insured  financial  institutiori*>-..,^^  I  hereby  \ 

certify^hat  (A)  tnere  is  reason  to  believe  that  these 

records  may  be  relevant  to  a  violation  of  a  federal 

criminal  law,  and  (B)  the  records  were  obtained  in  the 

/exercise  of  RTC s  supervisory  or  regulatory  functions\ 


Referrals  for  money  laundering  and  other  financial  crimes  may 

also  be  made  in  this  manner  to  components  of  the  Treasury  Dapar 

ment  (e.g.,  the  Secret  Service).   In  cases  of  referrals  to  Other 
1  /   / 

federal  agencies,  the  Legal  Division  Criminal  Coordinator  sKouL'd 

.e  consulted  to  ensure  compliance  with  the  other  requirements  /jf 

the  loight  to  Financial  Pri^ 


Lvacy  Act. 


>ie< 


\ 


Copies  of.  significant  criminal  referrals  should^lso  be  sent  to 
the  Office  Vf  Investigations,  Washington,  l5Tc.  Significant 
referrals  are  those  which  qualify  to  become  "major"  cases  under 
DOJ  guidelines:  (1)  Loss  due  to  apparent  criminal  conduct  is 
$100,000  or  more;  (2)  The  apparent  criminal  conduct  involves  a 
director,  officer,  professional,  (e.g.,  attorney  or  accountant), 
or  shareholder  of  the  institution;  or  (3)  Other  compelling  rea- 
sons (e.g.,  the  apparent  misconduct  is  part  of  a  pattern  or 

r  financial  institutions  or  the  ^dheniR^or 


practice  involving  othei 
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MUHMTtN  HJ«OU 

-tzTisnicjrr.  iiM 


Hireh   ).    1992 


Sui«n  Ttiasacei 

Nliklt,  race  tad  Gallt^htr 


Stit 


n* .  Tttaaatia, 


!    I  havt  laB*  f'atthar  question*  psrtalnln;  to  th«  xeOouqal/   \  I 
'■^iintan  telaclonship.  I  thought  It  !b«it  to  put  th*«  In  i»tltlng.~I 

do  not  Icnov  what  ay  ilatdlln*  la,  but  I  t.Mnk  v«  botA  theuld 

aparat*  on  th*  aaauaption  that: I  wjll  n««d  anavart  by  ipa  today. 

::  that  changat  I  will  let  you: kns«  aa  toon  aa  I  know. 

Kadin  Jaekian,  tha  banking' eoaalsalonar  in    1983,  tald  a*  ft* 

warned  Nr.  Clinton  t.'iat  yaar  about  {shoddy  praetiesa  by  NeSouqal 
,jjii   his  bank,  nadlsen  Bank  andi  Trust  In  connection  vlt.1  an  action 
iiqalnat  the  bank.  This  was  one:r*t(on  tha  Clintons  aoved  theli -'  i 
I  loan  aut  at   tha  bank,  he  sald.lKhat  does  ftc.  Cllntan  rsaeaber  ''  ! 
I  about  thls7  Should  It  have  (jiven  hi:a  pause  about  eantlnulnq  h^s  I 

'deaVlaas  with  Hr  MeOouaalT ^        < 

feu  have  said  that  aillary  recalls  the  .nadlson  account  bain? 


brought  Into  the  Kose  :ira  by  Hick  nsssay.  ncaouqal  says  It  case 
latter  a  request  Jroa  Hf.  Clinton,  who"  dlaeussed  It  in  Nt.      / 
>.HeSou(jal' s  otflce,  aentlontn?  the  couple's  need  for  Sinanclal  ' 
|help.  ay  Mr.  HeOouqal'i  account,  aillary  eiae  by  a  few  hours  /'  i  •.--  — .._i. 
:late>'and  discussed  a  retainer  arranqeaent  with  .<tr.  .ie3ouqX>v  3o  i  <.-'  i, 
:eirher  of  the  Cllntana  have  any  recollections  eoncernlnq  thl*?v,   '  i^'i/ 
.<    int.   .leOouqal  has  also  said  Sov.  Clinton  requested  help  in   \ 
iretirlnq  his  caapalqn  debt  in  1984,  reeultlnq  in  a  dinner,  which  !  -|^^  i:^ 

iA<ou  said  you  had  ccnflraed.  It  there  anythlaq  aore  you  want  to  — " _^ ^ 

add  abeut  this.  In  liqnt  af  the  questlont  raised  one  year  sarllet 
by  Jackson  about  ncOouqal? 

The  Clintons  say  they  lost  $25,00JI_in  Vhltswater?  Bo  you  hava 
any  docusent  to  back  t.hat  up  and^lf  so  could  I  have  a  copy?  If 
that  can  ba  deaonstrated,  I  would  vary  auqht  Ilka  to  do  so  la 
print. 
_  As  I  told  you  laat  week  neSouqal  asserts  that  his  wlf3\ls  out 

$40,300  and  he  sayt  his  losses  ate  aoaewhat  qreater  thanxthat.  He   _ 

ihas  not  produced  any  docuaent  to  back  that  up,  but  the  doeuaents  ^  ,a  , 
il  have  reviewed  suqqest  he  was  subsldlsinq  )»hltewater  thrauqb  ~Tp^  " 
'loans  and  payaantt  to  a  far  qreater  extent  than  the  Clint3ns.\C»n  Cry^ 

'\   seTrany  ot.'iei,  ■luiiuaanta  yau  luiie  an  l.'ils  lisuB? 

Thi>  "t^ecks  stub*  we  both  have  reviewed  show  repeated 
ov*rdi-''f«  in  Whitewater's  account  at  nadlson.  Were  the  CllntonaX 
Ltiaware  "'  thH7  Do  you  have  evidence  that  Whitewater  paid  any  kind 
of  liU«f«r  ur  fee  in  eawKeetian  with  the  avedtafts? — «•'-  "' "" 


\ 
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Kendall 

Engstrom 

Nussbaum 

Lindsey 

Lyon 

Eggleston 

Kennedy 

1 .  Gather  the  fjcts 

2 .  T^^  to  find  out  what's  going  on  in  Investigation 
3  .      Respond  to  requests  that  arp.  made 

4.     Strategy  for  dealing  with  the  media 
-One  person 


Came  up  in  the  campaign 

' 89  Indicted  in  Arkan3as--McDougal 

'92  Camoaign — Issue  up  that  were  50%  owners  w/  McDougal 
'78-WWDC 

Pos  i  t ion :  -  Clintons  had  lost  $  in  WWDC 

Unable  to  substantiate  this  in  detail 

$68,000  at  least 

-McDougals  $92,000  lost-maybe 

HRC  representation  of  Madison  -  Not  much  activity  representing 

people  before  agencies 

2  RLF  letters  Beverly  Bassett 

1.  Madison 

2.  PP  of  pfd  stock 

Beverly  Basset  -  Responded  w/  auth  to  do  both 

Recently  appointed  BB  as  Sec  Cer 

Brother  early  and  strong  supporter 
Too  much  coziness 

RLF  -  answered  guestions 
Did  reconstruction 

Report:     Clinton  had  taken  the  deductions  that  wwDC  had  not 
taken 

Tax  advantage  of  52500 
Not  repay  government  yet-proroise 

II     July  20th:      FBI   issued   subpena   &   took   records   of 
municipal  judge  named  Hale 

Also  the  day  that  VF  killed  hinaelf 
Factor 
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AS)cecl  for  records  of  Capital  Services  Hanaqement--SBrc 

David  Hale  -  inJicced 

Inflate  NW-qualify  for  additional   loan    authority- 
borrowed  securities  and  then  returned 

David  Hale:  proffar — fala*  statement  filed  88/89 
Two  instances 

'85/'86:   urging   of   politicians   made   loans   not 
repaid  --  needed  additional  loan  authority 

Clinton:   encouraged  loan  to  McOougal  and  JGT  wife 
CSM  made  loans  to  JGT 

Triod  to  sell  to  USA- 
Then  to  Gerth  of  NYT  -  Daniad  conversation-Loan 

Editors 

DH    -    non-LR   story 

McDougal    also   denied 

III.         RTC   referral   w/r/t  McDougal 

Included    a    reference    to    4    campaign    checks 
4/85         BC   personally 

Campaign   Committee 

3    checks   written    on   Madison — all    $3,000 

4th      Check      on      McDougal      personally  —  signed      by      Susan 
McDougal 

Les    Patten: 

David   Hale 

Tunnel     at    Capitoi--Cl inton     says    MCD    will    call    you-OH-hope 
you ' 11   help   era 

145   Street      Trailer   -   Jogging   Shorts 

Shopping    Malls    -    Clinton    says    do    you    Know    what   bitch    Susan 
did  with   money-sed 

Clinton    denies    any   of    3    occurrences 

McO    denies 

now    Lunch    in    restaurant 
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Jeff  Gerth 

"Hale  did  affidavit.  -  NYT  backed  away" 


Steve  Smith  filed  for  BR 

Bought  Bank  of  Kingston  with  McDougal 

McDougal  in  business  with  JGT  -  Madison 

JWF 


McDougal:  "Powers  of  Atty"   Not  get  info  needed 

Get  more  involved — wind  down 
Only  lines  of  communication  through  Sam  Huer 

Arrange  for  50*  interest 

Jim  Blair 


June  -  LR  Acct 

Tax  returns  had  not  been  filed 

VF  agreed  have  Docs  prepared  and  delivered  to  McDougal 

Turn  over  Corp  Records 

June.  1993  -  VF  tax  returns 

Sent  Directly  from  Acct  to  McDougal 
.  Assume  have  been  filed 

90/91Brown,  Rogers  &  Co 

Yolv  Redden 

Clintons  Acct 

3/4  Times        Huer      Blair  Contact 
Huer 
2/3,  1992         Have  1 
Involved  w/  VF 

Try  to  arrange  sale 

Blair  could  havo  knowledge 
Could  be  source  of  money 
to  allow  McO  to  purchase  stock 


Ill 
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Nominal   i   respectable  +  Out  of  the  ^jj: 

-Jlra  Hamilton 
-Webb  Hubbell 

-Blair,    Jim 

-Loretta  Lynch  -  H«lp«d  Reconstruct 

-Susan  Thomases 
-Charles  James 

-Jin  Lyon  has  workpapers 

-Betsy  wright/Hubbell  Docs 

-Return  Docs  to  Dava  Kendall 

Corporate  Records  -  Not  to  McDougal  bee  BW 

HRC/RLF:  -  Loretta  organized   Charles  James 

Acct  for  WW 
Public  Docs:  Recorded 

Loan  Does : 

-Knowledge  of  referral  -  Gerth  &  laikoff:    Referrals  include 
campaign  checks 

-  Pull  deposit  slip  that  had  with  it  copies  of  checks  -  do  know 
who  persons  ara  who  listed  contributions 

-David  Hale  ■)-  RTC  -  never  got  press  good  answers 

Wp  -  campaign  checks 
WW 

David  Hale  did  make  a  $300,000  loan  to  Susan  McD 
Jim  McD  says  purchase  land  in  Pulaski  Co  from  IP 
purchased  in  name  of  WW  in  10/86 

Two   months   later   -  WWDC   to  Croat   So   Land   Development 
Company 

"In  WW  because"  Sam  Huer  -  mistake 

McD:    told  one  press  person  that  were  losses  in  ww  - 
hoping  that  gain  would  be  offset 

"Clintons  aigh  over"  SM  raised  with  HRC 
rejected  it  -  xfer  to  so  Land  Dev  Co 

Did  not  xfer  the  mtge 
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Ip   sued   WW   because   on    the   mtge 

2230,000    (i-ficioncy 

Post: 

ea  -  wrap  up  wwDC  by  end  of  the  year 
McOouqal  -  sold  all  the  lots 

5/85  Ozark  Air  xaction 

24  Lots  -  §35,000 
1979  Pipec  Seminole 

Plane  sold  -  Madison  Guaranty  for  525,000 

McDougal  took  525,000  as  a  Commission 

Plane  sold  to  Seth  Ward  -  WH  father  in  law 
and  then  to  Central  Flying  Service 

+Trace  through  FAA  in  Oklahoma  City  -  whose  on 
the  airplane 

+  After  did  reconstruction   2/3,  1992 

wrot«  Clinton  letter  -  attached  is  accts  rept 

-Pat  McCarthy  &  Assoc.  Denver,  Colo 
+-Add'l  info  -  add '  1  schedule  -  add '  1  problems 

Long  Ver 
fRLr  -  Madison  Guaranty  -  Retainer  at  $2,000  per  month 

ANN  ■>-  Check  drawn  on  WWDC  -  payable  to  HRC 

Bernie  +  Believe  that  it  believes  prob .  represents 
confirmed  payment  of  $2,000  i    of  months  for  17  months 

[15  months  for  $2,000  per  month  -  Retainer] 
Webb  Hubbell 

End  of  '86  -  asked  for  records 

-  McDougals  say  that  all  of 
Corp  records  to  HRC 

Issue  in  campaign  -  86  -  Records  to  HRC 

RLF  -  Campaign  Jim  Lyons 

Loretta  Lynch 
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-Betsy  Wright  had  those  Records  -  Took  era  home 
-Detsy  wrighc  ' 

WH  retrieved  -  records  from  BW 

Been  at  wh  -  Sent  files  related  to  WW 

Make  a  nore  complata  reconstruction 

cnarles  James  -  subpoenaed  w/SBIC  matter 
Relate  to  $  going  into  WW 

GJ  indicted  Hale  «  Press  cays  that  GJ  continue  investigation 

RTC  -  people  trying  to  get  BC  and  JGT 

-  story  of  a  referral  by  RTC  regarding 
Indictment  of  JGT  -  Chuck  Banks 
rejected 

Vacuum    Rose  Law  files  WWDC  Docs  -  subpoena 

* Documents  -  never  know  go  out 

Susan  McDouaal: 

*McDouQals  acct  at  Madison  -  two  diffp.rent  chacles 

*IP  file  partial  releases  of  the  mtge 

Examiners  -  McDouoal 

Charles  Peacock  -  proceeds  went  from  Charles 
for  Clinton  campaign  -  85 

made  a  donation  (?)  . 

$3,000  -  $12,000  *Could  all  come  from  Charles  Peacock 

Loan  -  $  siphoned  off  from  the  Loan 

Charles  Peacock  (K«n  Peacock?) 

S1500  per  election  -  $3,000 

Primary  and  a  general 

Betsy  Wright  -  if  Clinton  took  out  a  loan 
not  disclosed 

Today  -  the  lost  report 
Never  had  a  match  bet  receipts  s.    expenditures 
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Filed  a  report  30  days  after  the  election  -  "Final  Rept" 

-Would  not  be  a  report  that  not  reClect  ttiese 
contributions 

Detay  said  "Didn't  have  to  disclose  the  loans" 

[$300,000  what  application  from(?)] 

Hale  had  property  -  Property  for  5750,000  to 
somebody  that  McO  found 

Madison  loan  $825,000  -  325,000  from  $825,000 

$500,000  in  David  Hale  -  put  in  SBIC 

then  David  Hale  -  loaned  tha 
max  to  SM    2/86 

4/86  -  CMS  to  David  Hale 


could  be  that  JGT  is  target  of  RTC  referral 

1986  -  New  etmt  of  purpose 

Flowerwood  -  collateral  as  a  maker 

Repay  it  -  Promise  to  repay  it 

HRC  wait  to  after  the  election 
$4761. 33 
1978-  AG  +  HRC  new  lawyer  at  RLF 

Mod  may  have  approached  Clinton  -  few  thinqs 

chat  could  do 
Buy  -  Subdivide  -  sell  lots  &  get  rich 
No  cash  -  100%  leverage 

Bought  from  101  River  Development 

202,000 

$182,000   Citizens   Bank   in   Flippin   Personal    Loans 
$20,000      Union   National   Banlc   in   LR 

-   Great    Southern    Land    Co    -    apparently    asked    to    do    certain 
work    i    speed    $    on    raw  ground 

GSLC    -    credited   w/    Advance    to    ww 

$34 , 160. 72 
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SubdivLded  -   Lots   sold   -   Purchase   or  Contract  , 

Paid   out   ovar   time    -    Revenue    stream 
Would   service   lots   and   pay   debt 

19  79    -   wwDC   formed 

Aaseta   xfd   -  Mortgage   +   Debt   kept   personally 

Revenues  used   to   reduce   Debt   -  Money   paid  directly  on   Loans 
for  which  Clintons   obligors 

-  Easo  of  Admin 

Lot  sales  were  slow  -  44  Lots 

230  acres 

HUD  Interstate  Land  Sales  Prospectus 
Real  Estate  slows  down 

Mco  s,   Clinton  advance  &  to  service  debt 

1981:  McD  -  put  more  S  in  than(?)  year 

W  -  buy  a  show  home  £  put  on  one 
of  the  lots 

KRC  -  McD  loan  from  MBT  -  will  buy 
Lot  13    2.5  acres 
Accelerate  sales 
[McD  also  has  a  loan  at  Madison  Bank] 

Loan  fiervicod  - 

$2,000  paid  83 
$7,200       84 

Rpfinanced  at  Security  Bank  of  Paraoould 

-  paid  off  in  1989 

Sold  twice  -  Helman  Logan  -  foreclosed 
HRC  gets  back 

HRC  sells  at  small  gain  -  Pays  the  tax  and  passes  out  of 
her  life  -  paid  cash 

WWDC  -  $30,000  paid  by  HRC: 

528,000  goes  out  to  pay  off  a  debt  owed  by 
WWDC  to  Pesbrooke(?)  - 

Advance  to  Corporation  -  Actually  how  it  is  treated 
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Sq.ooo  McOouoal  -  Interest  payment  (?) 
-  Chock  in  Blank 


SyS^:  Socond  note  at  Madison  Bank 

8/11/91 

2/2/92  $20,744.65  President  to 

Madison  Bank  -  eicpecting  applied  to  hrc  Loan  - 
-  Applied  instead  to  McOougal  loan 

8/81  -  FY  92  McO  borrows  $30,000  from 

Madison  Bank 

BC  check  in  personal  (?)  Acct 
$20,744.65  to  MBT 

-Not  applied  to  HRC  loan 

-Repayment  of  Loan- 
Applied   to   McDougal   Note   written   on 
personal  acct 

One  year  later  -  refinances  HRC  at  Security  Bank 

Lot  13     Interest  Problem 

520,744  not  properly  accted  Cor 

Chris  wade  -  runs  real  estate  office  -  Ozark  Lands 

He  believes  that  a  part  owner  -  no 
paper/no  evidence  -  any  ownership 
interest 

Earn  in  of  some  kind 

1985  -  McDouqal  decides  to  get  out  -  deal  w/wade 

ozark  Air  Services,  Inc.  -  Real  Estate  Air  Charter 

Wade  -  acquire  remaining  24  lots 
for  assumption  of  $35,000  (?) 
at  Flippin 

■t-  Airplane 

*Airplane  xfed  in  blank(?)  -  sold  for  $25,000 

*taken  by  McDougal  as  a  commission 
Not  Reconstruction  - 
$11,000  - 

Clinton  not  released  until  Fall  of  1992 

Blair  up  -  Chris  Wade 
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Qve_IRS 

[WWDC  -  5232,000] 

[Goes  to  CSLC: ) 


Sold  stock  for  $1,000 

Term  as  governor  -  rept  as  ascot/liabiiity/nelcher 

1st  Federal  Candidate  Disc  Fonn 

-Did  not  disclose  bee  did  not  know 
existed 

-Blair/Foster/Lyon  -  get  rid  of  it 
McO  buy  it  -  HRC  told  to  sell  it 

xaction  structured  by  Blair 

McD  -  Buy 

-Indemnity  &  Hold  Harmless  McDougal 

-Tax  Time;    Clearly  lost  S  -  LT  Capital  Loss 

Could  write  off  up  to  §3,000  per 
year 

LTCG 

— concluded  that  if  do  that  — 

IBS: 

NO   Basis   -   $1,000   Gain   -   Pav   taxes   on   Si, 000 

12/92 
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1ST  STORY  of  Level  1  printed  in  FULL  format. 

Copyright  1996  Newsweek 
Newsweeic 

January  8,  1996  ,  UNITED  STATES  EDITION 

SECTION:  NATIONAL  AFFAIRS;  White  House;  Pg.  43 

LENGTH:  806  words 

HEADLINE:  A  Churning  Scandal 

BYLINE:  BY  MARK  HOSENBALL  AND  MICHAEL  ISIKOFF 

HIGHLIGHT: 

How  another  old  Clinton  insider  tried  to  contain  Whitewater  the  story  that  won't 

go  away 

BODY: 

AS  BILL  AND  HILLARY  Clinton  were  preparing  to  leave  Little  Rock   for 
Washington  in  December  1992,  their  lawyer,  Vince  Foster,  had  a  small  but 
important  item  on  his  list  of  things  to  do:  get  the  Clintons  out  of  Whitewater. 
The  company  was  all  but  defunct  and  the  Clintons'  shares  were  worthless.  But 
their  long  involvement  with  James  McDougal,  the  mercurial  wheeler-dealer  who  was 
ousted  as  chairman  of  his  Jailing  Arkansas  savings  and  loan  in  1986,  had  already 
attracted  the  attention  of  investigative  reporters  and  federal  banking 
regulators:  Whitewater  was  a  political  liability.  James  Blair,  a  prominent 
Arkansas  lawyer  who  was  part  of  a  "defensive  research  team"  to  fe.ad  off 
Whitewater  allegations  for  the  Clinton  campaign,  came  up  with  a  simple  idea.  Why 
not  close  the  books  on  Whitewater  by  getting  McDougal  to  buy  out  the  Clintons' 
interest? 

"I  didn't  think  the  Clintons  should  go  to  Washington  tied  in  to  McDougal," 
Blair  told  NEWSWEEK  last  week.  Blair,  the  general  counsel  for  Tyson  Foods,  the 
giant  Arkansas  chicken  firm,  is  one  of  Bill  and  Hillary's  best  friends.  He  is 
the  man  who  helped  Hillary  Clinton  make  a  killing  in  the  cattle- futures  market 
in  1979.  ."^  he  told  NEWSWEEK,  Blair  had  tried  once  before  to  help  contain  the 
McDougal  problem.  That  was  in  the  winter  of  '92,  when  Clinton's  campaign  was 
underway  and  McDougal  was  making  damaging  comments  to  the  press.  Blair  paid  him 
a  call.  "Shut  up,"  Blair  says  he  told  McDougal,  adding  that  he  could  endanger 
the  campaign. 

But  this  time  there  was  a  problem.  McDougal,  who  had  escaped  conviction  in 
the  demise  of  his  SStL,  was  apparently  broke.  So  Blair  loaned  McDougal  the  money 
--  $  1,000  --to  buy  the  Clintons'  shares.  On  Dec.  22,  1992,  with  Vince  Foster 
handling  the  transaction,  the  deal  was  done.  Blair  says  he  never  told  the 
Clintons  about  lending  McDougal  the  money.  He  also  says  McDougal  never  paid  him 
back. 

Blair's  loan,  never  before  disclosed  publicly,  is  one  more  sign  of  the  Little 
Rock  crowd's  strange  sensitivity  about  the  scandal  that  will  not  die.  Aides  to 
Sen.  Alfonse  D'Amato,  the  GOP's  point  man  on  the  Whitewater  affair,  say  the 
Clintons  may  have  violated  financial-disclosure  laws  by  faili.''.g  to  report 
Blair's  $  1,000  loan  as  a  gift  to  them.  "This  was  really  Blair  giving  a  gift  to 
the  Clintons."  one  D'Amato  staffer  said.  But  David  Kendall,  the  Clintons' 
lawyer,  says  that  t.he  Clintons  disclosed  the  sale  and  that  D'Amato' s  staff  is 
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wrong.  "The  money  came  from  McOougal,'  Kendall  said.  "Legally,  there's  no 
issue . ' 

But  the  matter  gets  curiouser.  Notes  taken  during  a  meeting  in  Kendall's 
office  on  Nov.  5,  1998,  contain  cryptic  references  to  Blair.  One  of  the  notes, 
taicen  by  the  then  White  House  lawyer  William  Kennedy,  says,  "Blair  could  have 
Icnowledge.  Could  be  source  of  money  to  allow  McD  to  purchase  stocJc. *  The  timing 
is  significant:  Whitewater  had  just  exploded  on  the  front  pages,  and  Clinton's 
legal  advisers  were  trying  to  get  up  to  speed.  One  person  who  could  have  helped 
was  Foster  --  but  Foster  had  committed  suicide  four  months  earlier.  To  judge  by 
evidence  D'Amato's  committee  has  already  gathered,  his  death  threw  the 
Clintonites  into  something  close  to  panic.  D'Amato's  theory,  still  unproven,  is 
that  they  feared  damaging  disclosures  from  Foster's  files  on  Whitewater  --  and 
potentially  even  more  embarrassing  details  about  Hillary  Clinton' s  legal  woric  as 
a  partner  in  the  Rose  Law  Firm  for  Madison  Guaranty  Savings  and  Loan,  McOougal 's 
failed  thrift. 

Indeed,  D'Amato's  committee  has  recently  uncovered  more  evidence  aibout  Mrs. 
Clinton's  relationship  with  Madison.  Hillary  Clinton  represented  Madison  before 
state  regulators  appointed  by  her  husband.  She  has  stated  under  oath  that  her 
involvement  with  Madison  as  a  client  was  "minimal."  But  newly  discovered  notes 
taken  in  1992  by  Susan  Thomases,  Mrs.  Clinton's  confidante,  state  that  Mrs. 
Clinton  had  "numerous  conferences"  with  McDougal  and  another  Madison  executive. 
Even  more  puzzling,  the  Rose  Law  Firm's  billing  records  --  records  that  could 
clear  up  the  confusion  --  have  vanished.  {The  firm's  managing  partner  says  any 
removal  of  files  was  unauthorized.) 

During  the  '92  campaign  --  and  since  --  Clinton's  aides  have  attempted  to 
downplay  the  connection  between  Bill,  Hillary  and  Jim.  David  Kendall  dismisses 
this  line  of  inquiry  as  "the  same  tired,  tedious  charges."  Still,  the  emerging 
record  suggests  that  the  Clintons'  friends  were  worried  about  something  --  and 
the  behavior  of  the  First  Couple's  advisers,  both  before  and  after  Foster's 
suicide,  looks  like  a  bungled  cover-up.  Did  Madison  benefit  from  the  fact  that 
its  lawyer  was  the  governor's  wife?  Did  anyone,  then  or  later,  act  to  conceal 
evidence  of  impropriety?  Realists  on  D'Amato's  staff  say  we  may  never  know  the 
answers  --  but  the  appearance  of  a  cover-up  is  what  keeps  the  story  alive. 

GRAPHIC:  Picture,  Down  home:  Just  after  the  '92  election,  Foster  and  Blair  tried 
to  help  extricate  the  Clintons  from  the  Whitewater  web,  J.  SCOTT  APPLEWHITE  -- 
AP 
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List  of  Attachments 

1.  Small  Business  Adj&i:£istration  License  Appl-ication,  SBA  Form  415, 
for  Capital  Manaaeisient  Services,  Inc.  dated  Se^t^asiber  18,  1978. 


tal  ManagetD€ 
L .  Harl  e  ■  s  8 


2-  David  L.  Hale's  Statement  of  Personal  Histo 
of  Management,  SBA  Form  41SAr— dated  -July  31, 

3.  ScbeduVe  entitled  "Cbanges  m  Private  Capital  and/or  Operator 
for  Capital  Management  Services,  Inc.* 


Qualification 


/     /:. 


4. Schedule   entitled   "Leverage   Received   from   SBA\  By  \ Capital 
Management  services.  Inc." 


'Rec 


5.  Annual  R^eport,  SBA  Form  468s,  for  Capital  Managemenc^  Services, 
Inc.  for  1J79  to  1992. 

i   ; 

6.  List  of  :?inancings  by  Capital  Management  Services,  Inc'.  to  Small 
Businesses!  Recorded  between  Calendar  Years  1980  and  1993  based  on 
Portfolio  Financing  Reports,  SBA  Form  1031s,  by  year  of  financings. 

\       \  '   ' 

7.  List  \of  Financings  by  Capital  Management  Services,  Inc.  to  Small 
Businesares  \(SBC)  Recorded  betveen  Calendar  Years  198'0  and  1993 
based  on\Portfolio  financing  Reports,  SBA  Form  1031s/  by/ name  of 
SBC.       \ 


8.  All  Portfol-io  Financing  Reports,  SBA  Form  1^1,  siibmitted  by 
Capital  Management  Services,  Inc.  ^'^  ^ 

.     \  \ 

9.  Audit  Report^v^or  Capital  Management  Services,  Inc.  dated  1979, 

1981,  1982,  1983,  1984,  1985,  1986,  1987,  1989,  1991,  1993. 

10.  Memorandum  Referring  Capital  Managements  Services,  Inc.  to 
Inspector  General  for  Investigation  from  Associate  Administrator  of 
Investment  dated  May  5,  1993. 

11.  Complaint  for  Receivership:  United  States  of  America  v.  Capital 
Management  Services,  Inc.  Civil  Action  Mo.  LR-C-93-646,  filed  in 
the  n.S_^  District  Court  for  the  Eastern  District  of  Arkansas 
Western  Division,  filed  September  14,  1993,  includes  stipulated 
Settlement  and  resulting  order  dated  September  15,  1953. 

12  Indictment  of  David  L.  Hale,  Charles  Matthews,  and  Eugene 
Fitzhugh,  fi^ed  in  the  0.3.  DisLiicL  Couxt  for  the  Eastern  District 
of  Arkansas,  September  23,  1993.  \ 
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foot  high.  Ke  has  a  csil  in  co  SBa  to  rbd  ouc  ir  it  contain^  r.:!:;:^:':!;^'];, 
cne^residenc  or  Hillary.  H.  con  obum  a  copy  of  :he  JQc,:Kcra.:f  .^  aop«;: 
ascsssary  out  aoes  not  beiieve  it  15  problematic.  " 
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U.  S.  Depanmem  of  Justice 
Criminal  Division 


FROM: 


This  Qemorandum  stiimnarizes  the  main  points  of  my  talephone 

conversation  with  Marie  K.  Stephens,  Associate  General  Counsel,  SBIC 

Litigation, \  U.S.  Small  Business  Administration  ("SBA"^/,  beginning 

about  2:3i5  p,. a.,  November  17,  1993.' 

\   \ 

Mr.  Step'bens  told  me  that  he  had  received  ^a^  telephone  call 
from  Dwigh^  BostwicJc,  Fraud  Section  trialx«torney,  \who  had 
requested  a  Vpp'y^  of  any  report  relating  to-'^tivities  of  capital 
Management  Seryic^s,  Inc.  ("Capital  Mnnii'ji'tn^nr")  'iiil  '  i  '  T"  Small 
Business  Committee^  of  the  U.S.  House  of  Representatives  on  or  about 
November*  IS ,  1993,  and  wanted  to  talk  with  me  about  the  request. 
I  explained  that  Mr.  Bostvick's  request  was  made  as  follow  up  to  my 
earlier  instruction  to  Fraud  Section  trial  attorney  Don  Maclcay  to 
aslc  the  SBA  to  give  him  a  copy  of  the  report.^ 

Mr.  Stephens  said  that  the  SBA  had  given  the  Committee  a 
letter  with  enclosures  consisting  of  a  number  of  documents  relating 


'  His^soffice  address  is  409  3rd  St..  S.W.  .  Washington.  D.C. 
(telepnone  number  l^Ui)  iUb-o3fiO;  fax  (202)  205-6846) 


'  On  Saturday,  November  6,  1993,  I  noticed  an  article  in  The 
Washington  Post  reporting  that  on  November  4.  1993,  Representative 
John  J.  Lataliia  lU-NX )  ,  wrote  to  SBA  administrator  ErsJcme  Bowles 
and  to  the-  SBA  Inspector  General  asJcing  for  an  investigation  of  the 
activities  of  Capital  Management  Services,  Inc.,  and  a  report  on 
the  inves-tigation  for  the  Committee  by  November  15,  1993.  Early 
the  foiloving  week  I  asked  Mr.  Mackay  to  aslc  the  SBA  for  a  copy  of 
the  report  immediately  upon  its  completion  and  submission  to  the 
Committee. 
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■Gfed  CO  qj^ve  ae  a  copy  of  the  letter 
ed  that  he  woCridcome  tc  my  office  at 
me  the  copy,  explain  the  materials  to 
ription  of  the  SEA  pt^gram  involvinq 
r.  Stephens  that  FraudVSection  deputy 
Fgderal  Bureau  of  Invest^vyation  agent 


zr  Capital  Manage 
with  the  enclosui 
2 : 00  p.m.,  No\ 
me.  and  prese 
Capital  Manage 
chief  John  Ar^j 
might  attend/ 

Ourinc/  the  cpfiversata.on  Mr.  Stephens  told^^oje  t^nt  the  SBA 
General  Counsel , /John  Spatila  (?),  after  clearingN^^ha  action  SBA 
Deputy  General /Counsel  Marty  Teckler  (the  SBA'5  *itni«s  official), 
caused  a /copy/of  the  letter  vith  enclosures  to  be  gryan  \to  Neal 
Eggieston  of/ the  White  House  Counsel's  office.  I \  asked  Mr. 
Stephens/  whether  this  was  done  on  S3A's  own  initiat?ive\  or  in 
response  to /a  White  House  r/iTjest.  Mr.  Stephens  said  tliatlhe  did 
net  have  first  hand  knowled'je,  but  basad  on  conversation  with  the 
General  I  Counsel,  he  believed  the  White  House  requested  the 
materiais.  i  Mr.  Stephens  invited  me  to  coaunent  on  the  release  of 
the  materials  to  the  White  House  which  already  had  occurred.  He 
further  invited  me  to  tell  him  if  we  had  concerns  about  the/ action 
and  wanted  the  SBA  to  try  to  retrieve  the  materials.  I.  tpld  Mr. 
Stephens  \that  I  would  discuss  the  matter  with  him  /luring  the 
meeting  scheduled  for  Novemcer  13.'  /   / 

V  V  /    ' 

Mr.  Stephens  said  that  he  is  the  custodi^  fori  various 
materials  replacing  to  Capital  Management,  and  is^ssigned  to  the 
receivership.\  He  said  that  he  has  been  wo^jwmg  closely  w'tch  the 
FBI's  Little  RhckXdivision,  and  the  division  alread^—iia^ — some  of 
the  materials  sent/to  the  Comaittee. 


Mr.  Stephens  said  that  an  original  referral,  involving  one  Tom 
Anderson,  is  noteworthy.  Swapping  assets  and  financial 
transactions  involving  the  Cayman  Islands  are  involved.   I  asked 


'  He  told  me  that  the  materials  given  to  the  Committee  were 
numbered  for  control/ identification  purposes.  (Durmg  our  meeting 
November  jUS ,  which  is  recorded  m  a  separate  file  mejnorandum,  he 
added  that:  initially  the  SBA  gave  the  Committee  materials  which 
were  not  numbered,  but  retrieved  those  materials  and  replaced  t.hem 
wit.h  the  I  numbered  set.  He  did  not  know,  howevery  whether  t.he 
Committee  hkxt — mada — »Ad — kapc — a — cjuy , — or — copids,  of  the\  original 
set.,     I  ■  \^ 

'  Immediately  after  talking  with  Mr.  Stephens,  I  discussed  the 
conversationyith  Fraud  Sactian  uJtieC,  '^Jt!Edld  c.  McDowell ,  and  the 
chief  of  the  Financial  Institution  Fraud  Unit  of  the  FBI.  Ron  Dick, 
respectively.  There  was  a  consensus  that  we  should  ask  the  SBA  to 
retrieve  the  materials  and  any  copies.  Mr.  McDowell  told  Acting 
Assistant  Attorney  General  John  C.  Keeney  about  our  intention  to 
ask  SBA  to"  request  the  return  of  the  materials. 
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FBI-OPQO    NfiSr^dated    /  ij  l^jiS  consistifta    of 
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^^g_l,TT60  Mrn-FS 


.,    To: 
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following    reason(s) 


Subje(^t   Hatter: 


.,    Captioned: 


_,    and    is    being   deleted   for    the 
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U.  S.  Dcpanmcnt  of  Jusnce 
Cnminai  Division 


ME>!ORANDUM 


TO: 


FROM: 


G.  Allen  Carver,  Jr.  finJL' 
Principal  Depucy  Chief  \)^ 
Fraud  Section 


SUBJECT: I  TdleDhone  Conversations  With 


40  p.a^,  Mr. 

1  Business  Comaittee 

itai 


On  \  November  19,  1993,  I  spolce  with  Small  ^/Business 
Administration  ("SBA")  attorney  Mark  Stephens.  He  told  ne  that  he 
called  and  spoke  with  Neal  Eggleston  earlier  m  the  day,  ^boat  1:55 
p.m.,  and  Mr. \ Eggleston  said  that  he  would  discuss  the  aatter  with 
the  Deputy\Attorney  General  and  would  discuss  the  matter  /further 
with  .Mr.  Stephens  early  in  the  next  week. 

In  a  second  conversation,  beginning  ab 
Stephens  told  me  that  Tom  Powers  from  the  S 
staff  had  requested  access  to  SBA  headqua 

Management.'  He  ^aid  that  the  files  include  licensing  files, 
operations  files,  examinations,  examination  workpapers, 
.correspondence  to  and  from  Oavid  Hale.  The  files  are  kept  in  a 
single  file  drawer  under  Mr.  Stepnens'  control.  The  Committee 
review  is  scheduled  for  Tuesday,  November  23.  Mr.  Stephens  will 
produce  the  files  for  the  Committee  staff  to  review. 

I  asked  Mr.  Stephens  what  the  SBA  usually  does  when  the 
Committee  requests  access  to  SBA  files.  He  said  t.hfi  SBA  supplies 
the  matenals  for  review.  I  asked  him  whether  SBAVknew  of  any 
reason  not I  to  follow  its  usual  practice  in  this  casei\He  said  no. 
I  asked  him  to  ensure  that  the  integrity  of  the  files  isv maintained 
througnouit  the  review  by  Committee  staff  m  order  to  facilitate  the 
review  by  rKo,  r^T  And  rhe  fraud  ■;<.(-i--inn  gf-hortn  1  art— />r<T-  Wednesday, 
November  24 .  \ 


'  I  reported  this  advice  t,    r.g^airi  i:- ytcDouail, — tha  Chief  of 

t.*^e  Fraud  /Section,  iiaaediateiy  after  the  conversation.  Mr. 
McDowell  immediately  notified  Associate  Deputy  Attorney  General 
David  Margplis. 

•  John  Arterberry  was  in  my  office  duri.ng  this  conversation, 
but  could  hear  only  my  part  of  the  conversation. 
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U.  S.  Department  of  Justice 
Crimutai  Division 


MEMORANPay 


TO: 


FROM: 


John  D.  Arterberry 

Depucy  Chief,  Fraud  SecCion 


SUBJECT:   Telephone  Conversation  With  MarX  K.  Stephens 


On  Ntovember  22,  1993,  at  approximately  9:55  a. a.,  I  spoke  with 
SBA  Associate  General  Counsel  Marie  K.  Stephens.  Mr.  Stephens  had 
called  Fraud  "Section  Principal  Deputy  Chief  Allen  Carvef.  Because 
Mr.  Carver\al'ready  was  engaged  in  another  telephone  call,,'  I  too)c 
Mr.  Stephen's'  'call.  / 


\ 


\ 


Mr.  Stephens  told  me  that  he  was 


s  m  the  Memphis  ainpor: 
between  connectidps  to  Dallas.   He  said  h^-^^Janted  to  bri7\g 


jrt  in 

Carver  up  to  d^e^n  developments  regarding  his  rPT""''" — ^^  Neai 
Eggleston^of  theN^hite  House  Counsel's  office  that  Mr.  Eggleston 
return  the'documents  that  Mr.  Stephens  had  provided  him  last  weeic. 


Mr.  Stephens  said  that  he  was  in  his  office  yesterday  morning 
and  at  about  9:00  a.m.  received  a  telephone  call  from  Mr. 
Eggleston.  In  the  conversation  that  ensued,  Mr.  Eggleston  said 
that  he  had  tried  to  reach  Mr.  Stephens  at  his  office  on  Saturday 
to  arrange  the  return  of  the  documents.  Mr.  Eggleston  said  that  he 
had  talked  to  people  at  the  Department  of  Justice  on  Friday  and 
wanted  to. get  the  documents  back  to  the  SBA  as  soottv  as  possible. 
Mr.  Egglleston  also  said  that  he  did  not  want  to\do  anything 
inappropriate  and  explained  that  he  had  sought  th«  documents 
because  he\ wanted  to  track  what  was  going  on  between  the  SBA  and 
the  Hill  .and^id  not  want  to  be  surprised  by  leaks  _^t-onN^  the  Hill. 

Mr.  !  Eggleston  said  that  he  would  like  to  drop  the  documents 
off  at  Mr.  Stephens'  office  on  his  way  to  church.  Mr.  Stephens 
repled  that  he  would  be  available  to  accept  the  documents. v  Later 

that  mornings — nr: — Eggiasran  dtove — 57 — crre — sba  acrieei — Snd  Mr. 
Stephens iwent  outside  to  the  street  to  receive  the  documents.  He 
asked  Mr.  Eggleston  whether  he  had  made  any  copies.  Mr.  Eggleston 
responded  'that  he  had  made  one  copy  of  the  last  examination  report 
dated  March  21,  1993,  to  read.  He  said  that  later  he  had  shredded 
that  copy. 
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U.  S.  Department  of  Justice 
Criminal  Division 


MEMORAJtDUM 

TO:       /Files' 


FROM: 


G.  /Allen  Carver,  Jr. 
Principal  Deputy  Chief 
Fraud  Secrion 


Talephone  Conversation  With  Riclc  Wade  November | 19 1  1993 

Begilnnihg  about  1:20  p.m.,  November  19,  1993,  /I  ^ad 
telephone-.  Conversation  with  Riclc  Wade,  Chief  of  the  Government 
Fraud  Unit,  FBI.  We  discussed  whether  additional  action'  should  be 
ta)cen  in  raspanse  to  the  Small  Business  Administration'?  giving  the 
White  House\  a  'copy  of  the  materials  the  SEA  supplied/to  tiie  House 
Small  Business \Comnittee  November  15,  1993.'  Mr.  >fade  escpressed 
concern  over\  the  possibility  that  the  White  K«use-SBA  faction, 
however  well  xHtended,  could  loolc  like  White^Ji«tise  interveri^on. 

He  raised  tw^Sycourses  of  action  for  discussion:  (1)  a  letter 
from  the  "Department  of  Justice  to  the  White  House;  (2)  an  FBI 
interview  of  Neal  Eggleston.  I  remarked  in  response  that  these 
■  courses  of  action  would  not  avoid  charges  of  intervention  (or 
government  coverup)  by  those  wanting  to  make  them.  I  mentioned 
that  during  the  November  18  meeting,  I  told  Mr.  Stephens  that  we 
wanted  the  SBA  to  recover  the  materials,  and  any  copies,  from  the 
White  House  for  us;  the  request  was  witnessed  by  a  Fraud  Section 
deputy  chief  and  two  FBI  agents,  and  is  a  matter  of  record;  and  Mr. 
Stephens  aas  cooperative.  Based  on  these  factors  I vauggested  that 
the  recoird  snows  that  we  acted  responsibly  immediately  upon 
learning  lof  the  matter  November  17  from  Mr.  Stephens  \and  pursued  a 
completely\ reasonable,  appropriate  course  of  action.' 


J 


I  fiirt.he? — aentioned 
whether  to  interview  Mr. 


that — m — ay — 7 lew  CRe  question  was  not 
Eggleston,  but  when.  I  told  Vlr.  Wade 
that  an  interview  of  Mr.  Kennedy  also  should  be  done  during  the 
:.nvestigation  to  get  t.he  details  of  his  conversations  wit.*i  Randy 
Coleman,  jDa^d  rials' s  attorney.  I  ixpiainea  that  TS  is  possible 
Chat  Mr;  Coleman  made  statements  in  those  conversations  of  value 
I  I 


'  FotJbacy-qround  information,  see  my  file  memorandums  reporting 
on  my  conversation  with  SBA  attorney  Mark  Stephens  November  17,  and 
the  meeting  with  Mr.  Stephens  held  in  my  office  November  13. 
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The  Honoraole  Janet  Reno 

Attorney  General 

Department:  of  Justice 

l(><h  Street  and  Constitution  Avenue,  N.w. 

wasntn^ton,  D.  C. 20530 

Dear  General  Reno: 

The  President  has  fully  cooperated  with  a  federal  grand  jUry 
rcie  KocK  wtiicn  he  unaeqstanas  to  oe  investigating  Tnatters 


that  may  be  potentially  connected 


to  Whitewater  Development 


domoanv ,  an  entity  m  wnic: 


i\e  and   the  Fi 


rst  Ladv  once  had  an 


ownership  interest. 


"here  have  been  no  credible  or  even  soecific 


allegations  of  wrongdoing  by 
Whitewater.   It  was  a  losing 


the  Clintons  in  connection  with 
investment,  from  whicn  they  received 


nothing  of  value,  and  all  loans  which  they  signed  for  were  repaid 

i    I 
— jnone  of  these  were  S&L  loans!)  .   The  investigation  is  being 


n 

conducted  by  career  Deoartment  of i Justice  proseeators,  after  ;the 


Uruted  States  Attorney  for  the  Eastern  District  of  Arkansas 

recusec  hersei; .   There  is  nc"  reason  to  believe  that  this      ' 

I 
investigation  is  .-lot  tncrcuch,  energetic,  professional,  and  even- 


handed  . 


However,  there  nas  been  some  publicity  In  recent  davs 


:  suggesting,  incorrectly,  that  there  are  grounds  to  replace  the 
:  current  investigation  with  some  kind  of  independent  counsel.  \  • 
—While  t.he  ?res ide.it  does  .not  believe  there  is  any  reason  to   ' — ■ 
impugn  t.ie  i.^tegrity  and  aggressive.ness  of  t.he  curre.^t 
investigatio.".  or  t.-.at  there  are  any  reasonable  grounds  to  justify 
a  sweeping  investigation  oy  an  independent  counsel,  he  believes 


.3  desiraolt 


:a.<e  wnatsver  steos  he  can  to  assure  comolete 

.    ifiiiinrini'nKiii  " 
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confidence   in  the   federal  law  enforcement  system,   when   that 

n 

system  scrutinizes  a  company  in  which  he  once  owned  an  interisi; 
Accordingly,  the  President  has  directed  me  to  request  you 

aP^SXat    a    respected    and    guallfifxi    a1-t-nrrn»y ,     uhn    i  <?    nnl- -^-fnomb?,. 

of  the  Department  of  Justice  or  aa   employee  of  the  federal 
government,  to  conduct  an  appropriate  independent  investigatior 
of  the  Whitewater  matter.   The  independent  counsel  provision  of 


the^thics  in  Government  Act  bf  1978  expired  on  December  1 
1?92.   In  the  absence  of  superven. jig  legislation,  it  seems 
alppropriate  to  requesi:  that  tie  investigation  be  conducted, 
insofar  as  possible,  in  accoriieince  with  the  procedures  of  the 
expired  Act. 

In  view  of  the  gravity  or  the  many  matters  faced  by  the 
President  and  the  need  for  a  speecy  resolution  here,  I 
respec- fully  recuest  that  the  preliminary  investigation  be 
conducced  withm  90  days  by  the  pewrson  you  appoint. 

Sincerely, 


to 


Bernard  Nussbaum 


S  020802 
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59  FR  5321  pnnied  in  FULL  formal. 
FEDERAL  REGISTER  VOL.  59.  No.  24 
Rules  and  Regulation 
DEPARTMENT  OF  JUSTICE  (DOJ)    Office  of  the  Attorney  General 

28  CFR  Pans  600  and  603 
[A.G.  Order  No.  1844-94] 
Independent  Counsel:  In  re  Madison  Guaranty  Savings  &  Loan  Association 

59  FR  5321 
DATE:  Friday,  February  4,  1994 
ACTION:  Final  rule. 


To  view  the  next  page,  type  np*  TRANSMIT. 
To  view  a  speafic  page,  transmit  p*  and  the  page  number,  e.g.  p*l 


SUMMARY:  This  rule  sets  forth  the  jurisdiction  of  the  Independent  Counsel:  In  re  Madison  Guaranty 

Savings  &  Loan  Association,  appointed  by  the  Attorney  General  pursuant  lo  her  statutory  authonty  under 

28  U.S.C.  509,  510,  and  543,  and  5  U.S.C.  301.  The  Attorney  General  has  appointed  this  Independent 

Counsel  to  investigate  whether  any  individuals  or  entities  have  committed  a  violation  of  any  federal 

Criminal  or  civil  law  relating  to  President  William  Jefferson  Clinton's  or  Mrs    Hillary  Rodham  CImton's 

relationships  with  the  Madison  Guaranty  Savings  Sc  Loan  Association,  the  Whitewater  Developoaeni 

Corporation,  or  Capital  Management  Services,  Inc. 

This  rule  also  amends  the  regulations  on  the  salary  of  an  Independent  Courisel  and  the  provisions  for 

appointing,  fixing  the  compensation  of,  and  assigmng  [*S3221  duties  to  such  employees  as  the 

Independent  Counsel  deems  necessary.  These  changes  reflect  the  eliimnation  of  the  "GS-IS'  rate  under 

the  General  Schedule.  5  U.S.C.  5332(a),  more  closely  align  the  regulation  with  the  laws  governing  the 

civil  service,  and  provide  more  flexibility  in  setting  the  salary  of  the  Independent  Counsel,  subject  to  a 

specified  maximum  level. 

EFFECTIVE  DATE:  January  31,  1994. 

FOR  FURTHER  INFORMATION  CONTACT:  Carl  Stem,  Director,  Office  of  Public  Affairs.  U.S.  Depanment  of 
Justice.  Washington,  DC  20530,  (202)  616-2777. 

SUPPLEMENTARY  INFORMATION:  This  order  pertains  lo  a  matter  of  internal  Department 
management.  It  does  not  have  a  significant  economic  impact  on  a  substantial  number  of  small  entities.  5 
use.  605(b)    It  IS  not  subject  to  Executive  Order  No.   12866. 

List  of  Subjects  in  28  CFR  Pans  600  and  603 
Authority  delegations  (Government  agencies).  Crime.  Conflict  of  interests.  Government  employees. 
Accordingly,  by  virtue  of  the  authority  vested  in  me  as  Attorney  General,  includmg  5  U.S.C.  301  and 
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28  U.S.C.  509,  510.  and  543.  chapter  VI  of  title  28  of  the  Code  of  Federal  Regulatioas  is  amended  as 

follows: 


PART  600-GENERAL  POWERS  OF  INDEPENDENT  COUNSEL 

1 .  The  authority  citation  for  pan  600  is  revised  to  read  as  follows: 

Authority:  5  U.S.C.  301;  28  U.S.C.  509,  510.  515,  543;  Anide  II  of  the  U.S.  Consumuon. 

2.  Section  600. 1  is  amended  by  revising  paragraphs  (b)  and  (c)  to  read  as  follows: 

§  600. 1  -  Authorities  and  duties  of  an  Independent  Counsel. 

***** 

(b)  An  Independent  Counsel  appointed  under  this  chapter  shall  receive  compensation  at  a  rate  not  to 
exceed  the  annual  or  per  diem  rate  equal  to  the  annual  rate  of  basic  pay  for  level  IV  of  the  Executive 

Schedule  under  section  5315  of  title  5  of  the  U.S.  Code.  This  paragraph  shall  not  be  construed  to 

authorize  the  payment  of  any  compensation  in  addition  to  that  paid  under  subsection  (b)  of  seaion  594  of 

title  28  of  the  U.S.  Code. 

(c)  For  the  purposes  of  carrying  out  the  duties  of  the  Office  of  Independent  Counsel,  an  Independent 
Counsel  shall  have  (he  full  power  of  the  Attorney  General  to  appoint  (other  than  in  the  Senior  Executive 

Service),  fix  the  compensation  and  assign  the  duties  of  such  employees  as  the  Independent  Counsel  deems 

necessary.  This  paragraph  shall  not  be  construed  to  authorize  the  payment  of  any  compensation  in 

addition  (o  that  paid  under  subsection  (c)  of  section  595  of  title  28  of  the  U.S.  Code. 

3.  A  new  part  603  consisting  of  §  603. 1  is  added  to  read  as  follows: 


PART  603-JURISDICTION  OF  THE  INDEPENDENT  COUNSEL:  IN  RE  MADISON  GUARANTY 
SAVINGS  &  LOAN  ASSOCIATION 

Authonty:  5  U.S.C.  301;  28  U.S.C.  509.  510,  543. 

§  603. 1  Jurisdiction  of  the  Independent  Counsel 

(a)  The  Independent  Counsel:  In  re  Madison  Guaranty  Savings  &  Loan  Association  shall  have 
jurisdiction  and  authority  to  investigate  to  the  maximum  extent  authorized  by  part  600  of  this  chapter 

whether  any  individuals  or  entities  have  committed  a  violation  of  any  federal  criminal  or  civil  law  relating 
in  any  way  to  President  William  Jefferson  Clinton's  or  Mrs.  Hillary  Rodham  Clinton's  relationships  with: 

(1)  Madison  Guaranty  Savings  &  Loan  Association; 

(2)  Whitewater  Development  Corporation;  or 

(3)  Capital  Management  Services. 

(b)  The  Independent  Counsel:  In  re  Madison  Guaranty  Savings  &  Loan  Association  shall  have 
jurisdiction  and  authonty  to  investigate  other  allegations  or  evidence  of  violation  of  any  federal  criminal 
or  civil  law  by  any  person  or  entity  developed  during  the  Independent  Counsel's  investigation  referred  to 

above,  and  connected  with  or  arising  out  of  that  investigation. 

(c)  The  Independent  Counsel:  In  re  Madison  Guaranty  Savings  &  Loan  Association  shall  have 
jurisdiction  and  authority  to  investigate  any  violation  of  section  1826  of  title  28  of  the  U.S.  Code,  or  any 

obstruction  of  the  due  administration  of  justice,  or  any  material  false  testimony  or  statement  in  violation 
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of  federal  law,  in  connection  with  any  investigation  of  the  maners  described  in  paragraph  (a)  or  (b)  of  this 

section. 

(d)  The  Independent  Counsel:  In  re  Madison  Guaranty  Savings  &  Loan  Association  shall  have 

jurisdiction  and  authority  to  seek  indictments  and  to  prosecute,  or  to  bring  civil  actions  against,  any 

persons  or  entities  involved  in  any  of  the  matters  referred  to  in  paragraph  (a),  (b),  or  (c)  of  this  seaion 

who  are  reasonably  believed  to  have  committed  a  violation  of  any  federal  criminal  or  civil  law  arising  out 

of  such  matters,  including  persons  or  entities  who  have  engaged  in  an  unlawful  conspiracy  or  who  have 

aided  or  abetted  any  federal  offense. 

Dated:  January  31,  1994. 

Janet  Reno, 

Attorney  General. 

[FR  Doc.  94-2534  Filed  2-3-94;  8:45  am] 
BILLING  CODE  4410-01-M 
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1ST  STORY  of  Level  1  printed  in  FULL  format. 

Copyright  1992  The  Times  Mirror  Company 
Los  Angeles  Times 

March  18,  1992,  Wednesday,  Home  Edition 

SECTION:  Metro;  Part  B;  Page  6;    Column  1;  Editorial  Writers  DesJc 

LENGTH:  584  words 

HEADLINE:  CONFLICTED  AMERICANS:  THE  WORKING  MOTHER; 
OLD  ISSUES  --  AND  A  NEW  ONE  --IN  HILLARY  CLINTON  FLAP 

BODY: 

On  top  of  all  the  obstacles  to  fair  and  equal  participation  of  women  in  the 
labor  force  --  the  "glass  ceiling,"  the  "mommy  traclc"  and  the  lac)c  of  adequate 
and  affordable  c.iild  care  --  sadly  we  may  have  to  add  yet  another:  a  husband's 
occupation. 

Sunday  night,  as  the  Michigan  and  Illinois  primary  campaigns  drew  to  a  close, 
former  California  Gov.  Edmund  G.  (Jerry)  Brown  accused  Arkansas  Gov.  Bill 
Clinton  of  funneling  state  business  to  the  Little  Rock  law  firm  of  which  his 
wife,  Hillary,  is  a  partner.  The  Clintons  have  vehemently  denied  tne  charge. 

But  it  was  Hillary's  response  Monday,  we  fear,  that  iiay  draw  the  heaviest 
artillery  fire:  "I  suppose  I  could  have  stayed  home  and  baked  cookies  amd  had 
teas.  But  what  I  decided  to  do  was  pursue  my  profession,  which  I  entered  before 
my  husband  was  in  public  life." 

It  is  this  tart  response  that  we  expect  to  elicit  some  new,  unproductive 
rhetoric  about  an  old  topic:  the  allegedly  deleterious  effects  of  women  working 
.  .  .  effects  on  children,  the  family,  on  the  structure  of  society.  Maternity 
leave,  family  leave,  flexible  work  schedules,  child  care  centers  --  these  are 
the  building  blocks  of  a  brave  new  world  in  which  women  are  said  to  "abandon" 
husbands  and  children  for  careers. 

Barbara  Bush,  we  should  recall,  created  a  stir  with  her  1990  commencement 
address  at  Wellesley  College.  Responding  to  criticism  that  the  college  should 
have  invited  a  speaker  who  better  represented  the  aspirations  of  female 
graduates,  Mrs.  Bush  said:  "You  will  never  regret  .  .  .  .not  closing  one  more 
deal.  You  will  regret  time  not  spent  with  a  husband,  a  child,  a  friend  or  a 
parent . "  - 

Such  statements  --  and  those  which  will  inevitably  follow  Hillary's  Clinton's 
defense  --  only  skate  over  the  deep  ambivalence  felt  by  nany  Americans,  and 
certainly  by  many  American  women,  about  their  c.nangmg  roles.  Working  outside 
the  home  is  a  fact  of  life  for  most  U.S.  mothers;  more  t.han  50V  with  children 
under  6  years  old  are  now  employed.  Some  women  have  c.he  financial  luxury  of 
choosing  whether  to  stay  at  home,  but  most  have  no  such  choice  --  they  are 
.single  parents  or  are  married  to  men  who  do  not  earn  enough  alone. 

But  whether  employed  outside  the  home  or  not,  many  women  feel  deeply  divided 
about  their  choice  or,  in  many  oases,  their  lack  of  a  choice.  Many  working  women 
long  for  what  they  perceive  as  the  relative  freedom  enjoyed  by  stay-at-home 
moms:  more  time  with  children  and  for  themselves.  Many  at-home  mothers  wish  for 
the  excitement  and  rewards  --  psychic  as  well  as  financial  --  of  a  stimulating 
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and  productive  job. 

Somecimes  Che  ambivalence  of  women  ac  work  and  ac  home  turns  Co  envy. 
Somecimes,  iC  cums  Co  mutual  resencmenc.  It  would  be  a  shame  if  Hillary 
Clinton's  remarks  further  stirred  chese  croubled  wacers. 

Clincon'3  defense  will  also  draw  fire  because  of  her  scill  unusual  posicion, 
being  an  employed  wife  of  a  presidential  candidate.  Conflict  of  interest  is  a 
serious  charge.  If  her  firm  directly  profited  from  her  husband's  political 
office,  thac  should  rightly  damage  the  Clinton  candidacy. 

But  short  of  such  evidence,  Hillary  Clinton  --  a  Yale  Law  School  graduate, 
mother  of  a  12 -year-old  daughter  and  a  woman  of  obvious  intellect  and  drive  -- 
deserves  respect.  She  worked  hard  to  gec  where  she  is.  So  far  she  is  handling 
Che  pressure  well.  For  men  the  old  saying  was,  if  you  can't  scand  the  heat,  gec 
ouc  of  Che  kitchen.  But  for  some  women  these  days,  it's  when  you  get  out  of  the 
kitchen  that  you  really  feel  the  heat. 

GRAPHIC:  Photo,  Atcomey  Clinton 

LANGUAGE :  ENGLISH 
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^'OSi  LAW  FIRM 

ATT0BNCT3 

'JO  Cast  rouaTK  »t»cet 

UTTU:  nooc  AAKANSaS  tzzoi 


April   30,    138 S 


Mr.    Claries    Hanley 

Xr<ansas   Securities   Separtaent 

Cne  Capiral   Mali 

lit-le    So ex.    At  Kansas        7  2201 

?.e:      AuCiorizaticn   and   Issuance   of  a   class   of  Prererred 
Stocx    by   rtacison    Guaranty,    a    Savincs    and 
Loan  Chartered  under   c^e   laws  oi   t^e   State  of  Arkansas 

Dear   ;-ir  .    Hanley: 

Madison    Cuaranty,     a    Sa7in<;s    and     Loan    ci:artered    under     t^e 
laws     of     t::e     S^te     o£     Arkansas,     contemplates     a     capitalization 

plan    wnereoy    it   would    autsorire    and    issue a    class    of  csnaa 

preferred,  acodskwai en  would  aave"^eference  as'-'to  diTidecd«.riad 
a2ousts  paid  *'tn- 'Ixqoxdauoa.  Ztis  question  bas  arisen  as  to 
wnetcer  an  Arkansas  cnartsred  Savings  and  Loan  Association  say 
under  Arkansas  law  create,  authorize  and  issue  a  class  of 
preferred  stocx.  For  tne  reasons  stated  below,  we  are  of  t^e 
opinion    tr.at  a   state  cnarterea  savings  and  loan  aay  do   so. 

y"     Arkansas   statute   6751364    (1971)    provides   in  pertinent  part: 

'    ...    (7] be  Arkansas  3usi.ies5  Corporation  Act,    ...   as 

■amended,     ...    snail   be    applicable    to    permanent    stocx    savings    and 

Loan    associations    created    or    operating    under    tbe    provisions    of 

'^ ^  Act   227    of    1963    ...    and   suca    savings    and   loan    associations    saall 

^    en^oy   the    same    powers    and  privileges    and   oe   subject    to    tbe    same 

.  j     duties,       restrictions      and      liabilities      as      otber      corporations 

,/     except    so     for     as     tbe    same    say    be    limited    or     enlarged    by     — e 

;      provisions    of   Act  227   of    196  3.*' 


RLFl 
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Mr.  Claries  Haniev 
April  3  0,  13  as  * 
Page   2 

In  sQorc,  an  Arkansas  chartered  savings  and  loan  possesses 
all  powers  afforded  co  scooc  corporacians  unaer  cne  Arxansas 
ausiness  Corporations  Act  unless  tae  Aricansas  Act  227  of  U63-, 
as  amended  {'Act  227*]  pronxfiits  c^e  exercise  of  sud  powers'. 
It  is  clear  tnat  an  Axicajisa^  corporation  is  efflpcwerec  to  create 
and  issue  a  class  of  preferred  snares  of  capital  stocK  (see  Arx. 
Stat.  Ann.  64i2Ql  (1966)  ana  64i202  (1966)).  Tnerefore,  an 
Ar Kansas  cnartered  savings  and  loan  possessing  general  corporate 
powers  nay  autaorize  and  issue  a  class  of  preferrec  scock  unless 
Act   227   pronibits  sucn   a   capitalization  plan. 

We  find  no  provisions  of  Act  227  wnica  expressly  or 
impliedly  proninit  tne  creation  of  a  class  of  preferred  scocx  Dy 
an  Arkansas  cnarterea  savings  and  loan  association.  Satner, 
tiiere  are  references  t^rougnout  ;^t  227  implying  tr.at  several 
classes,  including  a  preferred  class,  of  capital  stocK  of  an 
Arkansas  savings  ana  loan  may  exist.  For  an  example,  see  Arte. 
Stat.  Ann.  67S81:^»fl963)  wnicn  requires  tnat  tne  oylaws  of.  tae 
state  savings  and  loan  association  descriije  tie  "several  Kinds 
or  classes  of  snares,  stocx  or  certificates  whicn  it  may 
issue'.  Otner  references  to  tne  existence  of  multiple  classes 
of  shares  of  an  Arnansas  savings  and  loan  association  may  be 
found    in   Arkansas   Statutes    675«2-2   •<196  3)    and   6  7S  lg2S-.-<193  3)  . 

Because    tne    Arkansas    statutes    expressly    give    co    an    Ar Kansas 

cnartered     savi  ^nd     loan     all     of     tne     powers     possessed     by    a 

corporation  unr:-.-  :.-.e  Arkansas  Business  Corporations  Act,  wnicn 
powers  include  tne  power  to  create  and  issue  a  class  of 
preferrec  capital  stocK,  and  because  we  find  no  express 
pronibition  in  Act  227  against  tne  creation  or  issuance  of  suca 
a  class  of  preferred  stocK,  we  nave  concludea  tnat  Madison 
Guaranty's  proposed  capitalization  plan  is  not  inconsistent  witn 
Arxansas  law.  Should  you  require  furtner  information  or. 
assis-cance,  please  advise  ELLlary  itodnam  Clinton  or  Kicaara 
Massey  of   this   firm. 

Very  truly  yours, 

Rose   law   Firm 
'  A  Professional   Association 

RNMzmm 

cc:   Hon.  Beverly  Bassett 

RLFl  03183 

5000287 
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^T  lit  isa« 


120  lAac  ?our-:^  Scr»«t 

2Z:     AusbgrUa r  1  rra  xao.  L-*suasca  ef  x  CLxam  of  Prxfxrrsd  2c=c±  b^ 

ctarrzrad  ixsdAr  ctx  Izwa  of   ::ui  SC2£a  of  Ar*r^— i«-i 


arttTir'-ac'.sa  aaa  tianmrt  by  Mftdissa  of   4  -'  «-^  of   acn-yodsg  praf  *fr*d 


.2^  Artartaai  r'-irrsarad  sxrl^^  ^sd  Lam   tt-^*"'**^''"  sxt  :tail«r  AT*:  inMi 
Lsv  craaCA,    aus^:ort=a  aad  LsmoM  m  '-'  -■^-  of   prsfsrrsd   scacit.     ArYmaii 
Lb/  «z?r«s«i7  t^Tva  scssa  cbtrrarad  Aaaoclaslasa  all   ztjm  powrs  ^Tca 
r«;-l  j~  hrrr'-Mw  crTrporxslotui  aad«r  t^  Az±xii«a«  ^"— *-— **  Corporaslsa 
i>c:,    ■l-rf'lTMJ-tTri  c^  fam*r  ta  xiz^arlsm  tad  ixsaa  ?r«fxrrad  eip-lTil  acsei:. 
fiuibc,   c^s«rx  Ls  so  ax^aaa  prqH<-m»^,^  stxlsae  saca  iirrJnn  eanrr'Tri 
i=  t^  AxYmtM-a  Ltma  xowmralsg  bolldlss  xad  loii  sod  sxrlsss  «ad  Lun 
■tmmnr-'.tr-'.nnt.    'Ac  iscdla^ly,    &■   cIm  S«ns«a  cod  La«a  Supcr-rlaor,    I  esaear 
i3  jozr  op-'.-j-'cTa  c^e  Ssdlxon's  ?rnpo««d  r^nrt^t^^-'nr^rm  pLm  ix  aot 
i~r-nri.tT.tnr  vl£l  ArVmaaa  Ijzv. 

7«r7  crxLy  Toora, 
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NBMORANOUM 


Jeff^r^A,  N«w  YorX  T 

v«riy  aassetr  ScAaffa 
Madison  Guarin^y-  Javintj 


This/i9  a  follow-up  to  our  telapnona  conv^raarion  tiedneaday. 
Wei,tal)ced  afiout  t.1r««  or  Sour    issuas  not  claarly  addreasad  i.t  nv 


/ 
Cirst  memorandua. 


\    1 

1 


'  First,  it  is  trua  t.nat  in  our  lattar  to  tfta  Rcaa  law  "ira,  wa 
address'.ed  a  vary  narrow  la<;al  isaua  raqardinq  tna  savmga  and  loan 


laws.and  tn«  Arkansas  Susinaaa  Corporation  Csde . 


Our  letter  did 


not  addrass  federal  law  or  apclicabla-  i^dmn'.    raq^^latisna .   T.^e 

\   \ 
savings  \and\ loan  was  raquir»d  to  saaX  approvai^roa  t.*".«  FSLIC,  net 


> 


We  had  no  reaaon  to  tninX  t.le  FSLIC  would  approve  preferred  stccJt 
tnat  could  not  b«  Included  in  tiia  aaaociation' s  net  worm.  There 
would  Se  no  point  in  pursuing  sucfi  an  offering. 


NavertAaleaa ,  I  aa  certain  chat  C^.arles  Handley  discussed  with 

Ric)«_Ma3sey  his  concerns  aDout  federal  regulatoryVtreataent  of  the 

1 
preferred  stocX.   It  is  uy  understanding  froa  Char  lea  that  Mr. 

Massey  subsequently  provided  Charles  with  a  FHL3B  Suiletir.  or 

regulation  regarding  the  laauance  of  preferred  stocX  and  assured 
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Meno  to  Mr.  J«f*  Girtn 
Fetruary  28,  1992 
Page  2. 


Cr.arles  tftac^he  preferrad  stock  would  be  sCsuctured  in  acccrdan 


proof  ;of  insolvency  oC  Madison  Guaranty  until  calendar  year  1987. 
The  FHLBB  dOGuaents  to  which  you  referred  Wednesday  in  no  way 
constituted  a  full  and  final  exanination  report  adaissiiblfe  in  state 
court  as  evidentiary  proof  of  insolvency.  During  this  tiae, 
Madison  Guaranty  had  been  told  to  obtain  new  appraisals  of  its  real 
estate  \properties  in  order  to  deteraxne  the  value-  oi    the  real 

estate  investaents  of  the  savings  and  loan.   Those  appraisals  were 

\   \ 
not  foraaldy  ordered  until  McOougal  was^'fired  i.n  July,   1986. 


Indeed,   the\  difficulty   in   obtaining _def  JR^^^rve — ~rsal   estate 

appraisals  delayed  t.he  coapletion  of  the  audit  for  1986  perforaed 
by  the  new  auditors  hired  after  .McOcugal  was  gone.  we  did  not 
receive  it  until  the  auamer  of  1987. 


State  law  racjuired  t-hat  proof  of  insolvency  be  submitted  in 
coniTection  with  a  petition  for  a  receivership  or  shortly 
t.he:raaf  tar .  The  audit  for  the  association  reflected  no  such 
i.Tsoi'*ency   and   t.he   exaai.Tation   reports   of_-^the\,  FHLaa   were 


\ 


inconclusive. 
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Meno  C3  Hr.  Jejr  Gir'cn 

Fecruary  28,  1992 
Pa<;e  3 


recorr  ail  rsfar  to  t.1«  n«c  wortii  da^iciancy  cJ  c.t*  savings  a.-.s 

-'    ^'  \ 

Loan,  rather  t-lan  insolvency.  \ 

i    ,■'  \ 

Ev«n  if  w«  had  had  proof  of  insolvency  in  1985,  I  cannot  say 
our;  acticns  would  have  been  different.  State  law  requires  t.^at 
vr.er.  t.".e  savings  and  loan  supervisor  deterai.ies  t.'iat  a  savings  and 
loan  IS  'insolvent,  the  state  aust  notify  the  savings  and  loan  cf 
such  i.nsolvency.  The  savi.-.gs  and  loan  t.hen  aust  present  a  pla.-.  to 
t-ie  supsrviior  is  *2  ^.c*  t^.s  solvi.-.sy  -ii*  iVj  r-istor-i^t^ -it.".!"  a 
reasona"ble\tia«.  A  plan  to  issue  S3  .000 ,  OOP  of — pr-^i^r^^d  stocJc 
wit.hm  90  to  120  days  sight  well  have  been  sufficient  to  satisfy 
delaying  any  receivership  until  at  least  t.he  expiration  of  the 
offering  period. 


Third,  we  intended  that  our  approval  of  the  brokerage 
subsidiary  Be  conditioned  on  the  association  *'-  rst  raising  t.he 
capital  b«f are  it  began  operations.  You  aai.ntain  our  letter  could 
be  read^^-.o  say  that  the  savings  and  loan  sure idi/ary\  could  begin 
operating  as  long  as  the  capital  was  i.T  place  by  Cecenber  31,  1985. 
Perhaps  tne  wording  of  the  letter  is  amoiguous ,   but  we  firrly 


U 
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Ma=a  zz    Mr.  Ja^f  Girtn 

Faoruary  28,  1992 
Paga  4 


teiieved  that 


:n/t 


Oeceacer 
dav  wit.n 


ed  Mr,.  Lat.nan 


cMe/  savings  and  loan  Bad  complatad  ica  appLic»Cion\  witr.  ou- 

./    /  \    \ 

securities  bro)ter-deai«r  reciatration  division.   He  said  "no"  and 

I  /  \        \ 

t.nat  t.'".ere  were  additional  itama  he  had  to   Jilai  frw^ora  the 

application  could  be  passed  on.   Chariea  then  reninded  Mr.  Latr.an 

of  ;Our  aqreeaent  that  t.ne  broker-dealer  could  not  beqin  cperatinq 

until  the  capital  was  in  place.   froa  Charles'  notes,  i.t  appears 

t.-.at'.  Mr.  Lathaa  said  t.^at  t.hat  was  not  hia  understandinq  oi    our 

agreement  tut  t.lat  tSe  savings  and  loan  would  abide  bv  those  ter::s 

anyway  .\  j.\do  not  believe  the  savings  and  loair'  aver  coapletad  zne 


Finally,  it  aay  be  iaportant  tor  you  to  know  t.hat  state  law 
grants  t.'-.e  savings  and  loan  supervisor  no  emergency  acquisition 
authority  siailar  to  that  of  the  7VZ.3B  and  T3LZC.  The  appointment 
cf  a  receiver  or  conser-vator  under  state  law  requires  advance 
nature  to  the  savings  and  loan  and  the  filing  of  a  petition  in 
state  chancery  court,  which  is  a  public  proceeding\  Beth  we  and 
tne  "Hiaa  agreed  taat  tne  lack  off  aJsility  under  atatev  law  to  seise 
t.'ie  ;  institution  without  notice,  remove  management  and  V.-^ediataly 
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Meoo  CO  Mr,  JeJf  Cir-:i 
"eer-uary  :3,  1992 
Page  3   - 


ca)<e     conzzoy   oi     the      insriru^ion     frca     hostile,      unccoperat- ve 

y  .       .        .  .     \ 

managemenc  rendered  our  receivership  provisions  essentially  useless 
under    the   circuastatTces    in   wnich  we    fourid^vOurseives  Hn    1983, 

A 

fSLIC/did  no^^want  aanaqeaent  tipped  oii    as  ^c  the  tiaing  of  a 


seizure  and  the  mere  filing  at   a  ooblic  petition  atNthat  tiae  aigr- 

well  have  created  panic  aaonq  depositors   and  a\  run\  on  the 

insrtitation  between  the  tiae  the  petition  was  filed  and  the  actual 

\         i  •   1 

appoiataent  of   a  receiver.     Certainly,   it  was  critical   to 

aaiintaming  public  confidence  in  the  insurance  fur.d  that  TSLZC   te 

prepared  to  accept  the  receivership.    W«  all  agreed  that  any 

receivership  should  be  handled  under  federal  law  and,  cf  course, 

t.-.at  aeant  that  the  rHI-33  and  PSLIC  controlled  the  tiaing. 


\ 
\ 


\   \ 


n 


v\, 


w 


\ 


\ 
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«    5    M    O    R    A 

;   Glrtn.    N«w   Yoric  Tia« 

Madison   Cuarancy    Savings 
Feoruary    25.    1992 


COn  Tefaruary   ii'.    1992.    I  spoxe  wit-1  you  Oy  c«iepnon«  concernina 

/         /  \        \ 

zna    abovK     raferenc«<l    ArXansas     savings     and     Loan     Cfiac    wasi  cLoa«d 

dur-.nq    af    canura    as    ArXanaaa    S«curicies    Coaiaiasionar    and    Savings 

:       I  ;      ' 

and  Loan ;  Sup«r'/'tsoc.   We  discuaaed  a  nuiao«r  of  iteess  during  our 

'    \ 
Cai90rtone\  conv«rsncion.  aany  of  wnicJ:  I  was  unaDle  Co  falLy  addraas 

\   \.  /    / 

a;  tnac  cime  dua  to  my  Lac)c  of  specific  racolLaczion  of;  aac::ars 

\   \  •  /    / 

znac  occurred  as  sucn  as  savan  years  ago. 


Sirtce  C.Ten  X  nave  rsviawed  siy  p^r-^mtinM^  nnrt  w^^i-v  ^-i  i  ■■.^■.-g  frosj 
1935  and  1986,  raviaweo  certain  docuaencs  pertaini.ng  Co  Madison 
Cuarancy  and  spoken  wicn  CMariea  Mandlay  ac  Cle  Securi~i9« 
Oeparcaenc,  who  parricipacad  in  eacrt  and  every  decision  concerning 
savings  and  loan  aaccers  during  ay  cenure.  t  believe  it  is 
important  c.lat  I  give  you  c."ie  benefit  of  ay  personal  )<nowi»dge 


concerning  CAase  aatters, 


!?*+-; £ «*«« a pT" 


\\ 


pr3Ct:.cing — attorney — » — ch  expertise  m 
securities  law.  c  was  a  aemoer  of  t.Te  Mitchell  Law  ?ira  in  Little 
Rocic  whicn  I  fiad  Coined  in  L97H  aa  a  law  alttoc  wnH  iwrar-  n.^^aaa  an 
associate     and     part.ner.         In     1977,     wniia     I    was     a     law    student ,      I 
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Memo    C3   J«Cf   Ciczn 

Faoru 

?aqe 


worKed/I 


/ 

a   C3nqr«a««n    (h«    loaci.      My   arocn«r,    v<oo<ly    3as3«cz,    -ho    is    also    a. 

-!    -I  \    \ 

poacziiint?  aczarney  Ln  rayecz«viLl«,  Ls  a  long  ciaa  ci,03«  iriend 

i    /  \   1 

and  suoporcar  of  3iLl  Cllncsn's  ancj  nas  3«en  activ«  in  Oaaocracic 

i    '  '  1   ■ 

par"V!  Biacters  Jor  years.  I 

>     ■  i    i 

'    •■  !   I 

:    t.e«  TTiaiaelaar,    a    Jriend 
,         I 

•        \  'I 

at    .iMnev  and    law   scnooL   classsaca   of    sy   orscr.ar's.   planned    so    laave 

\      \ 
ni3    pascXaa    Sacurlcias    Conmisaioncr .       Z    discus^S'sd   wir2   ay    croc.lar 

ay      Lncer^a'C      Ln     s««XinQ     cn«     joo     Omcnusp.^^    wanced     zd^SUiLd     •ny 

"sxparzise    as  ^   «ecurici«a    L/iwyer    and,    to.    d    /ariacy   of    raasons,     I 

was    noc    nappy    as    cn«    law    firs.       C    )tnow    cnac    »y    aroc.iar    dlsc-uaa«d 

cnis   wic-i   atil  Clincon    and   ntx   c.ton   cniaf   of   Scat;.    a«cs«y  wrlgtic. 

savers!    Ci3«s    in    L984    and    I    did    as    w«Ll. 


\      Sooeclai*    in   nid-L^a-t,     C    laarned 


In    aarly    January.     L983.     I    a«c    wLt.T    Gov«rnflr    Cllncon    ac    s.le 

^  \  ■ 
Gover.ior'a  Mansion   so  diacuaa    tn  <5«n«C3l    C.ne  Kind*  of    Lsauaa    facing 

;  \  \  \ 

c.nai  aacurltiaa  industry  ac  c-la  cia«.  IC  waa  a  ienqray  ■••Cinq  and 
I  do  ao-c — fcaU — »«y — naneion — xc — vtrt — at — savingBand  i"oan3  .  A  few 
days  Lacar,  cne  Governor  called  s«  ac  rtome  CO  call  a«  ne  piann«<±  to 
appoms  ae  ita  3ecuri-rlffg  Cnrnm^LfMinnmr-  nm — lakarl — CJxafe^l  noc  say 
anytn/inq     aoouc     ic     unci  I     n«     fiad     Mad     a     cnance     CO    call     c."i«    ocner 


u 
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Mamo    to   J»e:   Clczn 

Feoru 

Paga 


appol/ntaanc    c.nac    day    and    asxotl    «•    Co    gcc    a    r«sua«\an<a    piczu-e    co 

'  /  \         ' 

pne  ;Cavarnar'3    ofTLca    rignt    away.        Mamoacs    of    ay    lawi  fi.-a    otzsn 

ask.ad   aa  aoouc   cna  appomcaiantt   ana    I   daclLnad   to   sftare  wtcn   C.-.an   ay 

conversations    wicn    3111    Cltncon.        On     cna    day     Lc    was/    announced 

\        '<  /       / 

nowevar.     .    raid    t-^a   monaars    of    ay    Law    fin.     Including' Joftn   Satlg. 

of\tne    Covarnor's    daciaion.         I     baiiava     tnis     is    now    Jofin     Sallq 

\      \  /'  I 

iearr.ecXof    ay    appolntaanc.       I    do    noc    5eLleva/ha    Learnad    aoouc    lc 

\     \  ^  \ 

from   jH.ai   HcCouqal    and    I    am    certain    I    )«n^w^of    tna    appoVtCaanc    long 

aafore   w'< 


I  CO  not  baliava  Jla  KcOougal.  a  aan  I  hava  navar  aat,  tiad 
anycning  to  do  wtcn  ay  appotncaenc.  II  rta  avar  claiaad  rta  Cld,  I 
oalieve  r\9  waa  Dlowlng  cs«  uaual  not  aj.r  tnat  poliuces  tna 
anvtronmanc  in  cna  stata  capital-  I  would  tiava  paid  no  attention 
CO  I  Jotin  -Sallg  or  any  otner  saofiar  of  my  law  f^^rs  wno  claiaad  to 
)tnow  anycning  aOouc  ray  appomcaenc.  I  did  noc  a«alc  and  in  fact 
diacoulayed  invalveiaenc  ay  W«  law  Clr.-a  In  ayaopolntaanc.  Tftera 
are  nany  raasone  woy  £  falc  tnat  way  but  aufflca  it  CO  say  CSac  I 
aouant  cna  aaooLnejanr  »nr-  atynoti'  nnr.  * nr-  rT  \  n^  '•  — l.-  E  did  not 
racurn    co    cna    flra   wnan    c    left    c.la    Sacurlclea    Qapartaenc    l.t    1991- 


j    / 

u 
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M«ao    eo   JnCt   Clr-.n 
reoruary    Z5.    1992 


Ourinq     1984.     wj 


apparsncly 


HcOouqai     was     cLaiainq     h« 


influenced    my^ppoincaenc     (or    ac     I«asc    50m«oo«     Is    now    sayLng    i^e 
did)/      fie     yae     deeply      Involved      In     a     Sualneaa     xransecsion     w.in 


sn 


son.       re    Involved    Madison   Cuarancy    Sa^^Lnqs\  and    Csan. 
I   OeiLmffK  CTlarles  Handler   Is   aware  of    t.**.e   eransac'ion^andle.lere  aav 


xetiie'.d   Nel 

-/    ./ 


be 


a  public  file  ac  zne  Securities  Oepartzienc.   I  aencion  .cr.is  onl/ 


soienac  you  know  wny  t  believe  cnac  SfieCfield  Nelson  was  and  is  In 
a  posicion  zo  advance,  wten  sone  degree  oi  apeclfi'city  and 
Del  levaOil  i  sy ,  a  discorteti  and  -sa  !  '. '-'  ru^   version  off  Cfta  evencs  and 


clrsusscjnces  surrounding  my  sppolncaenc 


Z  d*  ndc  wlsft  to  mnnance  ay  crediailicy^  duaplng^n  soneone 
else.  auc^T  »uac  tell  you  t.nac  c.ne  ra  I  ftr' tnnn'.p  ni-nieii  ""it^u" :  r\i*, 
Nelson.  Jlfli  McOougel  and  Madison  Guaranty  in  198*  -  noc  alne  -  is 
tne  one  cnac  warrancs  acruciny.  My  predeceaaor,  wno  was  a 
Repuoiican  appolncae.  was  serving  a«  Securities  CooaissLoner  ac  Cle 
Ciae.  He  approved  a  risXy,  speculaclva  real  escaca  developmenc 
project  ac  a  else  wnen  cne  savL.nga  and  loan  was  in  dire  need  of 
capical  CO  aupporc  sucn  a  pro^ecc.  TTie  aavL.ngs  and  loan  wo«  noc 
reguir**^  Co  f  irec  increase  lea  capicai  Base  ind  caX»  seeps  eo  aeec 
ics  ntn-^eiim  ner — t-mcin — ceqmre»ef»ca — &e^fr»«e — ccce-tvlngx  approval  eo 
procee<l  wicn  cne  developmenc  projecc.  wtc^iouc  cn^  neceaear*/ 
capicai  Bace.  Cte  savlnga  and  loan  would  be  unaoie  Co  aoaora 
pocencial  loaeea  frow  les  direcc  Inveecaenc  in  cne  venture.    - 
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aasz    in  par". 
C.1«   oucsLia 


rJirouqnouc   I98i,   bacn  scac*  and   f«d«ral  savings  and  loan 

ragulacora  wer«  pressuring  savings  and  Loans  co  rals«  captzai. 

\ 
Many,'  Lnciudlng  Madison  Cuarancy.  wara  noc  aoaeing  c.iatr  axniBua 

rsguLa'tory  n«c  wor-.i  requiremanca .    Ind««d,  rtadlaon  Cuarancy  was 

op«racin<7   under   a  Supervisory  Agreemenc  wica   cne  rHLSS  wn  Lcr. 

required  \e.n«B   co   ;a)c#   scops   to   bn.n^^-^.'Te   aaaocvacicn   Lnco 

coma£Lano«  «<ic.":   Close   rnquxceaenca .  '   wr;nn   Tir — Oeput'Caenc  was 

aooroacned  3y  C^Je  Rose  L-aw  fim    in  19^3  aOouc  a  pian  ior  ««di.son  to 

issue  preferred  scoc)c.  I   believe  cnac  Claries  and  I  boc.1  Cei:  c.lac 

cne  savings  and  Loan  was  naXLng  an    effort  Co  address  cneir  oovlous 

LacX  oC  adeguace-  caplCAl.  buC  «•  Had  some  cancarna  abouc  wnecner 

cne  savings  and  Loan  laws  aucnorized  cne  issuance  ai     preferred 

scccx.   CMaries  Handiey  La  noc  an    accorney  and,  aLCAougn  I  reiied 

rteavLLy  on  ni.s    advice  on  savings  and  Loan  niaccers,\C  b«Liev«d  cnxs 

Riaccsr — •-""*     *    vmr-y    np-r---vui Laqai — issM^ — ciac — iiAd  CO  Nbe  creacad  as 

sucn.    ;  am    conCidenc  aCCer  Looking  ac  cn«  scacuces  again  cr:is 

w««< .  cnac  our  incerorecaclon  oC  cn«  Law  was  aeaoLuceiy  coe-rec-. 

Aflsfscanc  Coaaisaianer  Hnt\*z^   Jones  aqre«d  wltti  cne  Rose  La«  Fira's 
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Memo    C3  JmCe  Clrtn 
Feoruary    25.    T.992 


.wowc    i.^w  aucnoriscd   en«   issuanca  aC    ?r«^arr«<l  »cac)c.\w«  C3ucicn«<i 

:.ia     sowings    and     loan     c.nac     Ic    snouLd     9a«K     cna     aaaurance    of     -.-le 

?«der'ai    Horn*    Loan    3an)c    Board    ( THLao  ]    aC    Dallas    ctac    sr.s    srefer-ad 

stacX,    i,;    issuad,  would  be  considered  "y^csananz  caplitali  scacX"   Jar 

requilacory  nee  wortn  purposes.     Under  SAP  accounting,!  c.ta  niL38  rtad 

cer-ain   rules   c.nac  dliJared   froa  GAAP.     Tnara  are  nocac   Ln   cna    Sile 

from  r<any  Jones    ( wno    la    a  C.  P.A.I    Co   ne    IndicacLnq   afta  aeLlavad   e.ie 

prafarred     seocic     Madison     Cuarancy      L.ieanded     so  /  Issue     «ouid     ae 

\      '\  ■  /  I 

'^tr^an^nz  capLral    scocJC*    for    FHLSa    purposes. 


'<<i.cnX  d'a<7ard  to  tne  orotcaraqe— — ♦er^rrcwa  subsidiary,  l 
specifically  recall  t.iat  CTiarlas  and  Z  aqraed  tr.at  -♦  would  not 
consider  approving  tne  activity  unless  t.ie  savings  and  Loan  first 
raisad  tne  capital  ca  bring  t.^e  savings  and  loan  into  coeoiianca 
witn  Its  net  wortn  raquirements.  C^arlaa  wanted  ta  use  tneir 
reguast  for  approval  to  engage  in  brotcerage  aer'/JLcas  aa  levarace  ta 
insure  tnat  tney  would  proceed  fartnwit.n  to  raise*  tne  aadiy  needed 
capital.  Aitnougft  w«  were  not  persuaded  t.lat  a  private  aaricet  for 
savings — srtn — loan  aet.ui-t'. e&  uf — •— rxs — sut  t — mrtTltad  at  tne  tiae  ,  we 
cauid  not  De  certain.  If  .Madison  Guaranty  was  ^ola  ta  raise  tne 
capital,  aany  of  our  concerns  aoouc  t.*>e  a«geev  apti  aoundneee  of  tne 
institution  would   be   alleviated.      As    suc.1 .    w«  decided   to  condition 


u 
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M«mo  to  J«fC  Cicr.n 
Faoruary  25.  1992 
Page  7 


7 


our   approval    or    ap^-appticacion    Cor   a    s«rvirt«^orpocaeion    co    onqaqe 


in  Dro)cerage^crivl.tiea  on  cne  savings  and  loarNilrac  Vn  Lsing  t.ne 
capital  to/Dring  cncn  inco  ragulacory  co'apiianca.  \CA  "vild  caci* 
pravdiaion    was     added     co     tn«     scace     savings     and     Loan\  Laws     ay     c.-.e 

Legisiaeure    in    1969.        ic    Is    t.lis    provision    ciac    claariyi    allowed 

'         i  .  >        1 

scace     cnarcarad     savings      and      loans     co     engage      in     any    iQusineas 

I   !  I  I 

praccice  or  accivtcy  aucnorised  ior  a  federally  cftar-cared  savings 

\        >  /   ' 

and  ,laa'n.    In  CAe  oid-1990's.   federal  savings  and.  loans  were 

\  /    / 

allowed  CO  engage  in  securiCies  bro)<erage  acciviciea.   /Aaalscanc 

\   \  /   -  / 

Comraisaioner  Mancy  Jones  believed  c^.ac  cne  savtngar  and  /loon  could 

engage  c,n  tnis  acCivicy  wicnouc  our  prior^-^pprovalA   Charles 


Hand  ley.  andv  E^coo<  cne  poaicion,  however,  cnac  Ic  w>»a  noe  a  pre- 
approved  acclvicy  and  cn«c  Cfie  aavings  and  loan  could  noc  do  ic 
wicnouc  our  prior  approval.  TTiuie,  w«  gained  cne  necessary  leverage 
CO  insisc  on  an  iaaediace  infusion  of  addlcional  capital. ] 


Madison  Cuerancy  appnrencly  abandoned  cne  effort  co  issue  c.le 
_  r\ 

preferred  scocJc  shorrly  cnereafcer,  alc.nougn  I  do  \noc  soecifically 

:  '       "  \  \    ■ 

recaiU  b«i.ng  told  tne  reasons.   Sefore  t.le  savings  and  loan  could 

nave  offered  or  sold  trie  prefarrgd  ggacK  Lt  wsji^^reqqired  Oy  cne 

state  securities  laws   co   file  a  diaclosura  docuaenc  wicn  tne 

\ 
securities  retjiscracion  division  of  our  office.  Tiia    cransaccion 

would  have  been  suO'Ject  to  our  reviow  and  approval  as  to  cne 

adequaicy  of  disclosure  Co  potential  investors  of  tne  preferred 
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H«mo  CO  Jme:   Ciren 
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sraoe./  HO  tLllnq jf*^r-m^«v  ma<im'.  S-tne«  w«  had  given  cn«  savlnqa 
and  Yoan  onl^/^neiL  0«cana«r  31,  198S  (a  mae^v^  ot  aoncns)  zo  raia* 
e.le/ capital  and  cn«y  wera  noe  aDLa  co  do'  so,  caV^ savings  and  loan 
neirer  9nqa9«d  Ln  broicersqa  aeclviciaa. 


\ 
t     Call  C3  s««  now  our  nandlinq  of  eA«s«  aaccors  piacod 

1      ;  i      ; 

d«pac:icars   ac  rlsx  or   Surcnvrad    cne   danisa  o(   nadlson  Caarancy    in 

any  way.      Obvlouaiy.    if    CAa   aavinqs   and    loan  had   a««n  abX.*   za    raxaa 

\        •  ■        ' 

Kha    eapical.    bocA    scaea    and     fodarai     radulaeors    would.' nava    D««n 

\       \  '        ■■ 

reliavad    of    a    aajor    source    of    concarn.        If    noc,     cia    savlnqa    and 

\     '^  / 

loan  Mi^otrld    noe    anqaga    m    Droicarsqa    aarvLcaa    far    •'*mni  a    day.        In 


\.^ 


d'i.d  noe. 


I  do  noe  o«ll«v«  eAae  en*  invaXv«a«ne  of  eA«  Roa«  c^w  rira  Ln 
CAaaa  aaccars  influancad  en«  0«par'Sa«ne'«  d«ciaion«  In  any  way.  My 
seaff  waa  involved  daaply  In  CAa  decision  aaXinq  procaaa  and  aacn 
daciSLOn  had  a  seaeucory  baais.  Our  0«par^3«ne  acead  nelr.iar 
favorably      eoward     en«      savings      and      loan.      nor      aralersr'.  ly      or 


\' 


caorLClousi/.   M«  acead  raasonaoly. 

Iv.  .  >, 

I       Dt—cri*  aprtoq  ot    \,9  96 ,    wa   had  nu^foua  eonvar^adons   w    c.i    i.ia 
rHU8     of     Oallas     aoouc     .tadlson     Cuarancy.  w«     w«r«v    all     qulta 

coocarnad    aboue    maceara    enae    had    aurfacad    during    ena    acsc    racanc 

exaatnaelon  of  CAa  LnselCueion.      Its  nac  worrin  waa    furrnar  arodlnq. 

I    / 
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^femo    ca-J«Cf  Clrm 
FaOruary    23.    1992 
Pnqa 


nr    fiaaUTga    of    a«ir-<3«a^in<;    and    inatdar 

rucroca    oC    cn«    intrs^cuclan    a,pp«ara<l    ca    b« 

Inacad    ay    Jia    McOougal.       Ttia    sa^^ica    arorporaciona 

w«re    approved   during    my    cenura)    w«>ra   dSatntr.q    cne 


canciac 

/ 
( ndp  e  o 

Laacicueion.   Is  was  during  crita  cima  t.lac  cna  5X038  souqnc  ou- 

/    /  ■  \    \ 

advlca  and  approval  a*    co  cne  propar  requiacory  cauraa  oi  action. 


u«  all  aqraad  tfiac  Lc  was  crlcicai  CO  raaova  JLa  McOougal:  JroB  cne 
LnaciCuCon.    iz    was  dacidad  Co  s««)c  c:»e  voLuncary  ouacinq  aC 

McOouqal  firac  Dy  aaana  of  a  Conaanc  Caamm     and  OasLsc  Ordar. 

\  /■ 

Adeenc  \C3naenc,  Cft«  FHL3a  would  s««K  a  Jor^oal  ramoval  ordar.  wtcn 

\   \  /  -  / 

C.ta  Scaca'a  full  aqraam«nc  and  conaanc. 


.On  J\iiy\l.l,  1986.  Cr.arlas  Itandlay  a'nd  I  'law  Co  Oalla^a  CO  aeac 
wicn  Cla  FHLSB  and  C.la  Board  of  Olractora  oC  Madlaon  Guarancy  C  Cla 
iiaacing  was  originally  acftaduled  for  July  24,  1986).  ualcar  TauiX 
was  c.la  Principal  Supervisory  Aganc  In  c.narga  of  cna  aaaclng  and 
Karan  Srucon  accended  CA«  aeaclng  on  batia  If  of  Cia  Snforcaaanc 
Otvtsion  of  rsLIC  Ln  Waanlngcon.  O.C.  TTia  Madison  Guarancy  Board 
^lad— ,  D««n   auoaonad   Co   Oallas   Co   diacuaA   CAa  \  ^findings   of   cna 

:   !         "  \  \ 

exaBlnacion.   Jla  McQougal  did  noc  accand.   Jonm  Salig  and  BracJc 

\  ':   N 

Spead'-xaccendad  cne  aeacing  on  Danaif  of  cna  Madiaon  Board.  it^ 
June.  1036,  Jonn  Salig  nad  aaXad  our  OoparCaanC  for  foraaaranca  on 
cercai.n  concarna  wa  nnd  calaad  wlcn  C.Ta  aaaaclacxon  \aOouc  Lex 
direcr  Lnvaacaenca  in  1  Cs  aarvtca  corpora cxona .   TTim    savings  and 
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neao  :o  J«Cf  Cirin 

F«Oru«ry 

Paq«  to 


Ju/y.  i9a«. 


zev   by  Api^il,  1906.   w« 


L986  request  b«C3u»9  we  knew  zr.cn   z^iz 


HcQouqai  would  D«  qona  and  -cn«  lasuaNwouid^  b«  nooc. 


iC  /me  aeeclng.  we  joinciy  conironced  cne  Board  wt^n  c.ie 

!  \    \ 

flndltnqa  of  sei£-dea  ling  and  Insider  aCuae  (Clare  are  ftandwrit~«n 

'I  j 

nocaa  of  aine  in  Ctie  file  froa  c.le  July  11.  1986  aeecing).   T?i« 

3oard  was  preaenced  wicn  a  Caase  and  Oosiac  Order  c.lac,  aaong  ocner 

cnings.  called  for  ~n«  Board  co  firo  Jia  McOougal  and.  ocier  faaily 

aenoers.  \(A  copy  of  t.la  Orcer  La  m  cne  files  of  tne  Xricansaa 

\   \ 
S«curiti"*s  ileparraenc.  )  iZ   was  a  long  and  canf roncaClonal  aeeclng. 

"\  \  ^  V. 

TMe  .^.adlsoTi  Guaranty  Board  meaicers  and^-^Seur   lawyars  appeared 

stunned.    One^^f  cnem,   Steve  Caffaan.  an     attorney,   acted  very 

responsioly  and  sooerly.    Me  indicated  cne  3oard  would  llXely 

consent  to  tft«  entry  of  cno  Cease  and  Oesisc  Order.   Jonn  Selig 

indicated  taat  tfte  Board  would  cooperate  But  would  lltee  a  few  days 

to  r-vtew  tne  order  and  woric  on  ainor  revisions.   I  Del  leva  tne 

oraec-«as  entered  tn«  last  we«<  In  July,  L986.   Ac  t."ie  saae  tlae. 

t.le  savings  and  loan  was  placed  under  anac."»ar  Sup«r"'i.sorY  Agreement 

tr.at  reguired  approval  from  Oaliaa  of  ever*/  suflseguenc  decision  of 

any  significance. 


"or   a    few   aontns,    Steva   CUffaan   aaeanciaily   ran   tne 
instiltucion.    Later,  Tommy  Trancaan  was  hired  by  a  new  Board  of 
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Memo  S3  Jmt:   Gtrtn 
FeDruary  22.  1992 
Pag*  li 


Madison  Cuarancy  a 

/ 
ins  rl  Cue 

/ 
;9fl7,    wa  ricaivad  an  annual   audic 


pPOvad 
i  L   rSLXC   found  so« 


986   reflacci.-.c; 


/ 
tnac  MadiSon  Guarancy  was    Insolvanc.      Shortly  Weraaizar,    wa  asxed 

././..  \         \ 

-c.-.as   e.la   macituelon   b«    cranaiarred    Co    Cia   FSLXC  on \c.na\  grounds   of 

izs    tnaolvaney.      Tliara  can'c   3«   anyona    LefC   In  Aa«rica  wno  doaan'c 

Know:  ay   now    cnae    rSLIC   ^as   dead    arotea    In    1986.      Hadison   Guarancy 

waa    cna   lease  of    cnelr   prooleiaa.      furcner.    sine*  Jia  MeOougal   nad 

been    removed    froa    CAe    insclcucion,     enora    was    liede    nara    done    in 

Leccinq    Ic    sic.    as    did    hundreds    of    ocncrs.    wnil«    new    aanaqaaenc 


\ 


/ 


searcr.ad    for  ways    co    salvage    ics   worcnless    assess. 


'"  t  DXlls^ve  cnae  ay  office  did  ««»i^«"<' •^'y  p>^a«t  ii  «,>^.ti-^  w«y  ^y 
canurc  co  deal  wicn  cne  savings  and  loan  dlsasear  In  general  and 
wicn  Madison  Guarancy  in  particular.  Scace  law  requires  cnae  an 
Inscicucion  chae  Is  insolvenc  or  op«raelng  in  an  unsafe  or  unsound 
aann^c  be  placed  In  receiversnlp  and  Chac  CAe  FSI^C  be  appoLnead 
e.*ie  receiver.  Cf  rsI.IC  refused  (wnicn  we  were  cold  Ic  would  on 
sev«raL  oceasiona).  w«  could  nav«  asKed  en* \  court  co  appoint 
anoc.ter  receiver.  However,  enere  would  be  no  deposlCor  payoff  and 
we  wece  obvlouslr  worriad  apout  g-iggae-tng  pwrtxg  around  cn«  scace 
aaong  deposieors  of  boc.n  stace  and  federal  savings  and  loans, 
scace  law  does  noc  provide  for  the  reaovel  of  officers  ***^ 
directors  of  savings   Inselcutlons .      redersi    law  does,    however,    »n^ 

;  / 
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nmma    Co   Jeff   CLrCA 
Feoruary    23.    1992 
?aqm    12 


we  «l«p«n<l«d  r>«avtly^_^B_  fir>«  eaopax^cian  of  the  ?^ua  of  2«Has  za 
•  xer'ciae  cli^^ucRartcy .  I  Qoii»v«  w«  w^xjted  w«LlVwLcn  cn«  rHLSa 
in/  cn«  c^se  of  Madison  Cuarincy  and  aov«d  q\Hc)tiy  Co  ramove  crva 
source/of    c.le    probiea. 


In    cne    caa«    of    ocAer    scaca    cnarcar«d    savings \ and    Loans,     we 

£ouqnc    aiccarly    over    tne    claing    and    aanner    of    cneir    disposition. 
I         i 

we  r«peacedly  asxed   c.le   rHLBB   Co   cranaf«r  insoLvenc   Lnstiruciona    co 
\        \ 
fne    rSLZC.       Indeed,    tiie    fl.l«s    ac   C.Ta    Securlciee    Oepartaenc    reflect 

a  'iecrer    In    1987    from    ae    co    cne    Oir«<r;=r    of    fSwiC    Lrti  vnsnir.qzzn , 

\       \  '' 

O.C\  p^veading  wicn   me   FSLXC  CO   place   c.lr«e    Inacxcuciona  ,    mcludir-s 


nadison    NCuarancy.       in      recai versnip . 


Ho>rever , 


Sel leve 


uiC-iaacad/Xf ederal  regulacors  ^a.<l  cne  aJeoluca  final,  say-so  on 
Clese  oaccers  since  all  of  cne  inecicuclons  were  faderally  i.osured. 
Federal  law  grancod  C-"ie  federal  regulacors  aoaoluce  aucnoricy  Co 
seize  a  scace  cftarcered  aaaociaclon  wicr.ouc  prior  approval  of  cr.e 
scace  regulacor.  In  1983,  ac  our  urging,  cne  rHI-33  seizad  scace- 
cnarcere<i  Guaranc*^  Savings  and  L^an  in  Harrison,  Axitansaa.  The 
LT^'sCiCucion  sued  Cle  SCace,  Cte  FHI.38  and  rSLIC  Cldialng  cnac  FSL_:C 
could  not  caJce  over  cne  inaclcucion  unl«a«  c.Te\  ac-ace  regvilacsr 
glrs^^wenc  ca  scace  courc  Co  aopolnc  a  receivec-  TTie  Signer. 
CirculC  Courc  of  Appeals  upneld  our  accions ,  and  found  Clac  federal 
Law  pre— esQCed  scace  law  on  C.leee  naccers  in  cne  caee  oC  any 
con.^lcc.       me    ruling    in    cnia   case    influenced    our   lacer   decision* 
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M«ma    CO  JmCi   Gircn 

Feoruary   23,    1992 
Psg«    13 


FHLaa  «nd  rs 


wtenouc   cnc  ooncurranc*  of   cn« 


nccesMary   pow«r,    auenoricy   or    r«sourc«a    eo   ace   as   «Cf«e7iv«Ly   or 

If 
decikivai/  as  w«  iii(7nc  navm  under  ordinary  eircuais?sne*« .      wnila    C 

nev^e    find    is   (urd   to   defend    cne   decisions   we    oade   ac    cne    Ciae   or 

\      \  '     ! 

c.ie   actions    we    cooK.    I    often    find    tAoa    hard    to    explain. 

\      \  /    -    / 

\  I  ^ope  ay  cnouqnts  nave  been  Reipfui   in  ciarifyinq  our  earlier 

converaacion.  ?Lease      Let      ae     )«now      LC^    can     6ev    of      Jurt.ter 


assistance. 


9BS:sa 


^\ 


CCBW-7J 


1095 

STATrMEST   07   BEVERLI   BASSETT    SCHAJrSR 


?ORMER  AKXAlfSASSTATS   SEOmlTfSS    COMMISSIOHER 


la     1984,      I     was     a     practicing    atroraev    wi^^il     ezrer-rise     ia 

/  '  \    "  ^ 

securities   law.      I  Jcnew  Bill  Clinton  for  over  a  decade,  at  tie  tue 

/  /  .  \  ^ 

'I   aoold-ed  to  be  securities  Comnussioner.     My  brotiier  Wcody  Bassett 

"7  \ 

is  a/long  time  close  friend  and  supporter  of  Bill  Clinton's -and  has 
I  been  active  in  Democratic  party  matters  for  years.         \    • 
I     iz    Sonretlme  in  aid-19a4  I  learned  that  Lee  Tiialiieiaer,  a  friend 

o£  miae  and  a  law  school  classmate  of  my  brother's,  planned  to 

'.  leave  his  post  as  Securities  Commissioner.   I  discussed  with  ay 

\    brother  ay  interest  m  the  jOb.   I  :<ncw  that  my  brotner  discussed 
\ 

\ 

'  tni'S  with  Bill  Clinton  and  with  his  then  chief  of  staff,,  Betsy 
Wright. 

\   la  earlv  Janua—/,  1995,  I  met  wirh  Govemcr  Clinton  at  the 

\   \      * 
Goveracrr's  Mansion  to  discuss  m  general  the  Icinds  of^issues  facing 

the  s^ecurltles  mdustr-;-  at  the  tine,  the  nrijar-/  focus  or  tne 

\  \  '  -^ 

departnent/'^   It  was  a  lengthy  aeeting  and — I — do — ft^r: — :v_dll  3^/ 

mention  at  all  of  savings  and  loans.    After  this  meeting  on 
1/16/85,  Bill  Clinton  announced  ay  appointment  as  Comrr  ssicner. 

I  did  not  seeJc  and  in  fact  discouraged  involvement  by  the  law 
fira  in  my  appointment.   I  do  not  believe  Jim  McDougal,  a  aan  I 
_have  never  met,  had  anythiag  to  do  -ith  my  appoiataent. 

Although  we  agreed  that  state  law  authorized  the  issuance  of 
preferred  stock,  we  cautioned  the  savings  and  lo^ul  that  .it,  should 
seek^he  assurance  of  the  Federal  Hone  Loan  BanJc  Board  fFHLBB)  of 
Dallas  that  the  preferred  stoclc,  if  issued,  would  be  considered 
"peraanent  capital  stock"  for  regulatory  worth  purposes. 
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y  \       ■  .^^^ 

wijch  regard  to  tie  brokerage  services  subsidiaryst  ny  stai^aitfT--' 


I  decided  to  condition  our_aporoval_of  an  application  for  a  sarrica 
corpc ration  t^^-^gage  ia  broJcerage  activit2:es^on  tie  savings  and 
loan  first  raising  the  capital  to  bring  tiiem  '^to  regulatory 
coBDliaince-      Madison  Guarantv   apoarentlv   abandoned   tie   effort   to 

issue   tiie   preferred  stoclc  sbortiv  thereafter.    No   filing\was  ever 

/     /  *      '  \    \ 

/  made.  \    ' 

:'       r       ■  \   ' 

/   I  do  not  believe  that  the  involvement  of  the  Rose  Law  ?ira  m 
/  * 

i   these  matters  influenced  the  Depar^nent's  decisions  in  any  way.  My 

staff  was  involved  deeply  in  the  decision  aaJcing  process  and  each 

decision  had  a  statutorv*  basis.   Cur  Departnenw  acted  neither 
\  favcrablv  reward  the  savings  and  loan,   nor  arbitrarilv  or 

\cao'riciouslv.  we  acted  reasonably.  / 

\  "\       *  /    - 

\   \  In  1937,  we  received  an  annual  audit  for  calendar /Vear  /1S86 

\   ^-  /  '    '   , 

razleccting   that  Madison   Guarantv  was   insolvent-     Shortlv 

thereaftar,  we  asked  that  the  insti-u-ion  be  t-ransf erred  to\  the 

rSLIC  on  tne  grounds  of  i-s  insolvencv.  There  can't  be  anvcne  laf- 

^V  '       — '- 

in  Aaerisa  who  doesn't  :<nowii  by  now  that  FSLIC  was  dead  broice  in 
1936.   . 

I  believe  that  ay  office  did  everything  possible  during  ny 

tenure  to  deal  with  the  savings  and  loan  disaster  in  general  and 

wirh  Madison  Guaranty  in  particular.   State  law  requires  that  an 

:  institution  that  is  insolvent  or  ooerating  in  em   unsafe  ".or  unsound 

.!  '  "  ■,  . 

'■  manner  be  placed  in  receivership  and  that  the  FSLIC  be  aopointed 
j  the  receiver.  However,  there  would  be  no  depositor  payoff  and  we 
I  were  obviously  worried  about  triggering  panic  around  the\  state 
I  among  depositors  of  both  state  and  federal  savings  and  loans. 
CCBW-882. 


directors  of  saviags  ijistiturions.     Federa±-4.aw  does,    however,    and 


/ 


we  depend  heavily  on  zh.e    cocperaticn  of  tie  FHE33  of  Dallas 


/ 


ezercise/tiiis   author! tv.      I   believe  we  worked  well  with  the   FJ^j-BU 


./ 


/in    the    case    of   Madison    Guaranty   and   moved   ouicklv   to    ramove    the 
/   source   of  the  oroblen. 


'-  We   -  repeatedly      asked      the      FHLaS 


msoivent 


institutions  to  the  FSLIC.  Indeed,  the  files  at  the  Securities 
Departaent  reflect  a  letter  in  1987  fron  ae  to  the  Directar  of 
FSLIC  in  Washington,  D.C.  pleading  with  the  FSLIC  to  place  three 
',  institutions,  including  Madison  Guaranty,  in  receivership. 
•However,  I  believe  that  ultimately  federal  rec'jlatcrs  had  the 
absolute   final   sav-so   on   these  matters   since   all   of   the 


Lnstitiitions  were  federally  insured. 


CCBW-8a3. 
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RTC 

ResQiulion  Trust  Corporition 

730  -  ICinsas  Cicy  OESce 
CRIMIiNAL  REFERRAL  FORM 


CRIMINAL  REFERRAL  #  730CR0196 


MAKE  Wra  LOCATION  OF  FINANCIAL  IHSTITUTIOM 


Nuna//: 

Locaeian: 

(Secaac /City/ Seac*/ Zip) 


MADISON  OUARAWnr  SAVINGS  i    LOAH 
16TH  AND  MAIN,  P.O.  SOX  1533 
LITTLE  ROCK,  AJUCAHSAS   72206 


CERTiriCATS  NUMBER: 

If  aceivicy  occurred  at,   BcancA  otiLcm{m) ,    plaaa*  idaneifys 


ASSET  SHE  or  riNAWCIAL  r.'lSTITUTIONi   3118,855,000 

APPROXIHATE  DATE  AND  DOLLAR  AMOUNT  (PRIOR  TO  ANY  ALL0WAIIC2  TOR  RESTITTmOK  ORJtECOVTRT) 
or  SUSPECTED  VIOLATION: 

Data:  April  4,  1985 
Aaounc:   $50,000 

SUMMARr  CHAJlACTEailATION  OF  THE  SUSPECTED  VIOLATION.   ChacJt  appropriata  bos(aa) 


1                              1 

1    Ocfalauon/'Einb^zJcmcnt        ] 

anbcrv/Gniuifr 

1    a«»  Fnad                  ! 

I     1     Suit  Fnud                              !| 

X 

FilM  SislcmcQi                            1 

X 

Misiuc  ot  Pemicioa  or  Self  OuUii« 

Credit  Ctrt  P™»a 

c        CoofDincir                              1 

J 

C^ect  Kjiuif 

Mv«i<nout  Oinopeanncv 

1    Mon«T  Lavnd«naf 

c     1    MixsoDre^Tutje 

in  al  ?r,Mt 

AoolicatJl 

a    Sactionial    of    tha   U.S.    Codai 

X  i 

u  use    : 

Aitfiitf  a  Atanmt                                                          { 

1 

IS  use  los 

Caimtttr  ?nv4 

18  use  in 

Coocutjncnt  o<  Asscu 

1 

UUSCU41 

MtilPnud 

1 

u  use  :u 

Bnb<rT/CnraifT 

IS  use  IMl 

WIr  Fnial                                                      i 

X    1 

11  use  JT1 

Cowney 

X 

IS  use  LM* 

Suik  Fm^                                                      ' 

X   i 

II  use   454 

0«/alatM«/'Einb^zkmcaf/Misui«  of  Pouiioa 

IS  use  1621 

fen«rf 

IS  use  1001 

FilM  SuicaKBi  IS  Fcd<nl  A|cikt 

IS  use  19)1 

u  use  1004 

Piba  entrr 

IS  use  19M/19TT 

Money  Lauadcnns                                          ' 

X 

IS  use  1007 

FalM  Suuaini/DonnMOl 

u  uscim 

Eatcnnt  niuocuJ  Ia«l  w/Iana  ta 
Omboii  P<k»T 

X 

IS  use  1014 

FilM  SuKowai  lo  ruuanil  liuuniiioa 

IS  use  314 

TnMponaiioa  a<  Sloka  Coad^ 

IS  use  109 

Cndil  Cjrd  Fnud 

1 

THIS  MATTER  IS  BE  INC  RXFERREO  TOt 


FBI.  Lisela  Rocic,  Arkansaa 

U.S.  Accocnay,  Eaacarn  Diatricc,  Litcla  Rock,  Arkanaaa 


aoosK 
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Hadiaon  Cuacmncy  SAvir.qa    S  Loan 
Crustnal  B«(«rc«l  /730C30194 
Auijuac  IS.  1993     P«q*  2 

C.  PERSON (S)  S«SPECTTO  or  CHIMI.VAI.  VIOLATIOMi  Ccnplaca  aubpacaqrapha  (a)  throuqtt  [•)  on 
•ach  LndlvLduaL  (uapactad  of  criminal  acciviey.  (If  mora  than  ona,  uaa  continuation 
ahaac).  Inciuda  prurary  auapacea  only.  Individuala  who  aay  hava  luiowladga  of  tna 
auapacc  ccisinai  acci'icy,  bue  who  aca  not  e.lamaalvaa  auapaccad  of  bainq  inrolv«<i, 
ahouid  ba  liacad  aa  wicnaaaaa  vindar  Itam  10.  Provida  any  addicional  dacalla  Icnown  wLCti 
raapact  Co  pr>.or  cafarrala  or  af f Lllaeiona. 


NAME:  ( rirat/MI/LaaC) 
AflORXSS:  (Straac/Clty/Staea/Zip) 
DATE  or  BIRTH:  (Honch/Day/Yaar ) 
SOCIAL  SECURITT  NO: 


HcOougal,  Jaaaa  B. 
Currane  Addraaa  dnluiown 
8/2S/40 
431-74-5041 


Ralaeionahip  to  Cha  financial  inacicuciont   (Chack  all  applicabla  blocka) 


X  1  orrictr            1 

I    E.-nvkiru            1           1   Bratu                1     X     |    SKinnotd«r            ||          |   Ap^niux 

X     1    Director 

1   AxtM                  1     X     1   Boiiu»«.r           1     X     1   Accmai  HoI4<t     ||    t      |   0.n«r(C08 

:a  parson  acill  affiliacad  uLch  t.ta  financial  initi;u:ion: 
Yaa      r    Ho 

If  Mo,  eBCTni.nacad  ,  raaiqnad  X  Daca  (Month/Day/Yaar)  : 

□aacriba  circunacancaa:   (If  nacaaaary,  uaa  concinuacion  ahaac) 

HcOouqal  raaLqnad  frsra  cha  Board  of  Oiraccoca  In  Oacameac  19aSi  howavar  ha 
caraainad  accivn  in  cna  Aaaoeiacion '  a  day  co  day  buainaaa  via  hia  InTOlTanane  Ln 
It "a  wholly  owrad  aubaidiary,  Hadiaon  Financial  Corporation.  Ka  waa  ramovad  froa 
any  furtMar  affiliation  with  tha  Aaaociation  by  tha  Fedaral  Homa  Loan  SanX  in 
July  1986. 


If  Taa,  plaaaa  idancify. 

McOouqal  waa  indlctad,  tria'd  and  acquiccad  in  1939  on  bank  fraud  charqaa  acaiiiBs.n<; 
from  tha  Caatin  Cranda  loan  tranaaction  fundad  by  Madiaon  Guaranty  Savmqa  t 
Loan.  In  addition,  ^TC  Invaat igatlona  haa  iuOoittad  tha  following  criainal 
rafarrala  naninq  McOouqal  aa  a  auapact: 

1)  ^COQ04,  subfliittad  9/1/92,  allaqinq  McOouqal' a  involvaracnt  In  an  alaborata 
chack  kitinq  acMama  parpatratad  throuqn  varioua  accounta  at  MCSCL. 

2)  ^73OCR019O  allaqinq  McOouqal 'a  involvananc  in  .  a  achana  to  dlTarc  loan 
procaada  for  zhm    banafie  of  Jia  Suy  Tuckar. 

3)  #730CR0192  allaqinq  McOouqal' a  participation  with  J.V.  TuUiriqhe  in  an 
allaqad  achania  to  amoazzla  and/or  kita  funda  throuqn  HCSCL  accounta. 

4)  /730CRai9S  allaqinq  McOouqal' a  abuaa  of  poaltion  and  conapiracy  to  dafraud 
MCSSL  of  ovar  SB  million  in  funda  channalad  Into  and  through  if  a 
auDaidiary,  Madiaon  Financial  Corporation 


or  buainaaa  antarpriaa: 


COIOJS 


It   y«a  to  aithar  or  both,  plaaaa  idantify. 

McOouqal  waa  c.la  principal  aharaholdar  and  Board  Mambar  of  Hadiaon  Bank  S  Truat, 
formarly  tha  Sank  of  Kinqacon. 

'  ^  HOUSE 

McOouqal  la  a  principal  in  tha  following  buainaaa  ancarpriaaai 

PLS0069S 
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Madlaon  Cuaraney  Savinqa  £  t,3An 
CriJBLnai  R«<arc«l  ^TJOCflOlSt 
Auquac  18.  1993     Pa<]«  3 

'  Madlaan  Harkacinq 
McOouqai  6  Aaaoeiacaa 
rlowarwood  rama.  Inc. 
?a«ficool(  Manor.  Inc. 
Craae  Southarn  (.and  Ca. 
Smicn-Tucltar-McOouijal. 
KLnqa  Rivar  Land  Corapany 


Oaalqnara  Conatrueclon 
Madlaon  financial  Corporation 
VhLta  Waeac  Oavalopmanc  Corp., 
Rolling  Manor,  Inc. 
Tuckar-Snith-McOouqal 
Snieh-McOouqal 
Lion  Oil  Corapany 


ooioiJe** 
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Madiion  Cuaraney  SavLnqa  G  Laan 
CcLBlnal  Rafaccal  y73OCR0194 
Auquae  18,  199J     7ag«  4 


PCRSOH(S)  SOSPECrrO  or  O^IMIMAI.  VIOLATIONi  Camplata  aubparagrapfta  (a|  chrouqn  (a|  on 
•ach  individual,  auapacead  o{  eruninai  acciviey.  (If  son  enao  ana,  uaa  eoncinuacicn 
ahaac).  Inciuda  prinary  auapacca  only.  Individuaia  who  tsay  hava  knowladqa  of  ;Aa 
auapace  eruninai  acci'^icy,  but  who  ara  noc  tnaraaaivaa  ■uap«ctad  of  bainq  invoirad, 
ahouid  ba  liacad  aa  witnaaaaa  undar  Itaa  10.  Provida  any  addieionai  dacaiia  lu\own  with 
raap«ct  co  prxor  rafarrala  oc  af f iliaeiona. 


NAMZ:  (rirae/KI/Laac) 

XDOUSS:  (Seraae/City/Seaca/Zip) 


Paacock,  CMarlaa  III 


Rt.  2.  Box  219 

Said  ICnoB,  Arkanaaa  72010 


D*TE  or  BIRTH:  iHoneh/Oay/Taar )      Onknown 
SOCIAX.  SECUBITT  NO:  431-68-9294 

Ralacionanip  co  cha  Cinaneiai  inacicucion:   (Chack  ail  appiicabla  blscka) 


OITmr 


I    £3ip«oru  n  I    Bntn  I    X     |   SkmaoMa 


Ap^nacT 


X     I    Dowof 


X        9oiiu»t/ 


X     I   Anntu  Haider 


If   No,    taminacad    ,     raaiqnad    .       Data    (Month/Day/Yaari  : 

Oaacriba    eireuoiaeancaai       (If    nacaaaary,    ua«   continuacion    anaae) 

Prior   or    raiaead    rafarrala: 
Taa  No 

rf  Taa,    plaaaa    idancify. 


Is   paraon   aCfiliacad   uLCh   any   ocnar    financial    inacitueioni 
Yaa  NO        Unknown    ac    tnia    tuna 


or   buainaaa    ancarpnaai 
X        Taa         NO 

If   yaa   eo   aichar   or   both,    plaaaa    idancify. 

Charlaa   Paacock   III    ia    a   principal    in   tha    foilowinq   buatnaaa   ancarpriaaai 

Paacock    Financial   Corporacion    Paacock    rarma 
Paacock    Brochara    Company  RCD    Landaeapinq 

OLxLa   Concinancal    Laaainq 


(J010o7 

HOUSE 
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Nadiien  Cuacaney  Savtnqa  C  :^an 
Crminai  Rafarral  /T]0CR013« 
Au<juac  18.  1993     Pa<}«  S 

i.  PCRSON(S)  -SUSPCCm  or  CXIMINAI.  VIOLATIONi  Csmplaca  aubparaqrapha  [a|  Chrouqh  (•!  oa 
•ach  individual  auapaetad  o(  eruninal  accivity.  (If  oora  than  en*,  uaa  coneinuaclen 
ahaac).  Ineluda  pcinary  auapacca  only.  Individuala  who  say  hava  knowladqa  at  (.".a 
auapace  eriiBinai  activity,  but  who  aca  not  thamaalvaa  luapaccad  o{  bainq  involvad, 
ahould  ba  liatad  aa  witnaaaaa'  undar  Itam  10.  Provida  any  additional  dataila  known  with 
taap«et  to  prior  caterrala  or  af filiaciona. 


NXMI:  (rirae/MI/taat) 


XDDRtSS:  ( Stre«t/Clty/Stata/Zip| 


Bill  Clinton  Political  Comittaa  Pund 
Account  /  81-313 


Sank  of  Charry  Vallay 
Chacry  Vallay,  Xrkanaaa 


OATt  or  BIRTH:  (Month/Day/Yaar I      Not  Applicabla 
SOCIAL  SECURITT  MOi  Mot  Applicabla 

Ra^ationahip  to  tha  financial  Inatitutiont   (Chack  all  applicabla  bloeka) 


1    Orrieer 

1    SmslTftt           1          1   Broker               | 

1   Skjut  bolder           1 

1   AppniMf 

Oincior 

..«                 1 

Doiiu-u 

AoMuHoldn     1   X 

Riapcal  at  alUfcd 

la  paraon  atili  aCiliatad  with  tha  financial  inatitutiont 

Yaa     X   Mo  , 

If  No,  tarminatad     .  caaiqnad     .   Date  ( Month/Day /Year ) s 

Daacriba  cireuraatancaai   (If  naeaaaary,  uaa  continuation  ahaat) 

Prior  or  raiatad  rafarralat 
X  Yaa   MO 

If  Yaa,  plaana  LdantLfy. 

On  Saptamoar  I.  1992,  RTC  Invaatlqationa  aubnittad  criainal  rafarral  /C0004  i.n 
conjunction  uLth  Madiaon  Guaranty  Savmqa  6  Loan,  and  an  aiaborata  chack  kitir.; 
achama  invoiv;.nq  accounta  tiad  to  antitiaa  raiatad  to  HcOouqai  and  hia  buainaaa 
asaociataa. 

la  paraon  affiliatad  with  any  othar  financial  inatitutiont 
X  Yea Mo 

Bill  and  Hillary  flodhaio  Clinton  wara  borrowara  at  Jim  HcOouqal'i  Hadiaon  Bank  and 
Truat  of  Kinqaton,  Arkanaaa;  tha  loan  waa  in  tha  naaia  of  Hillary  Clinton, 
althouqh  Ma.  Clinton  haa  pravioualy  stated  that  tha  funda  were  uaed  for  the 
benefit  of  wiuta  Water  Oavalopment,  a  buaineaa  partnarahip  between  the  McOouqala 
and  the  Clintone.  The  Clinton' a  were  further  affiliatad  with  the  Bank  of  Cherry 
Vallay  throuqn  real  estate  loana  obtained  by  their  buaineaa  interest.  White  water 
Development,  Inc. 

or  buaineaa  enterprises 
X    Yea    Mo 

If  yaa  to  either  or  both,  pleaaa  identify. 

White  Water  Oeveiopmene,  Inc. 


0010C8 
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Madison  Cuaraney  Savinqa  6  Loan 
CruBinal  Bafactal  /730CR0196 
Auquac  13.  1993     Paq*  i 

7a.  tXPLAWATIO(U0ESCHIPTI0M  OF  SUSPECrtO  VIOLATION.  Provlda  a  briaf  nacraclva  daacrlptlon 
of  tha  activity  givinij  riaa  to  tha  rafarral.  axplaining  what  ia  unusual  or  irrnrular 
about  cha  trsnaaction.  Oataila  will  b«  pcovldad  latar  in  tha  form.  Tha  purpoaa  of 
thia  paragraph  is  to  provida  a  •uwury  dascription  of  tha  ovarall  trtnaaetion.  (List 
applicaola  account  nunoars.) 

On  April  S,  199S,  Madison  Guaranty  Savings  £  Loan  CMCStL*),  an  Ajkansas  stats 
chartsrad  institution,  mads  t-.'O  loans  totalling  S347,0OO  to  Charlss  Paaeock  III,  at 
that  tins  a  anaranoldar  i.n.  and  (orsar  diractor  of,  MCSfiL.  Tha  rssulting  loss  sustainad 
by  t.la  association  sxceadad  S<340.QOO>.  Loan  /2406  for  S297,QOO  to  PaacocH's  ccopany, 
OLxia  Contmantal  Laoing,  was  allaqadly  for  tha  purcnasa  of  29.77  aeras  of  land 
southaast  of  Littla  Roc)c  (a  portion  of  tha  subdivision  luiown  as  Mapls  Crask  rarss),  and 
loan  /33S4  for  S50.000  to  Charlss  Paaeock  III.  collatsralizad  by  conmarciai  air 
conditioning  aquipmant  valuad  at  S273.000,  was  stipulatad  for  "busmsss*  purposss  on 
tha  loan  application.  Howavar,  doeumsnts  containad  in  tha  association's  filss 
astablish  that  tha  loan  procaada  wars  actually  intandad  to  sarva  as  tha  down  paymant 
on  tha  aforamantionad  29.77  acraa.  For  tha  purposas  of  this  rafsml,  tha  allagatians 
conMinad.  hsrain  will  involva  only  loan  /23S4  for  SSO,000,  although  it  is  strongly 
racomnandad  that  tha  S297,C00  tranaaction  ba  thoroughly  raviawad  for  potantlai  fraud 
as  wall. 

Whan  loan  /23S4  was  fjndsd  via  cashiar'a  chsck  on  April  4,  19SS,  ona  day  bafora  tha 
loan  docu.iianta  wars  actually  iignad  on  April  S,  Charlea  Paaeock  ranittad  only  S3B,940 
to  tha  closing  agsnt,  Quapaw  Titla  Company,  on  April  S  for  tha  purposas  of  proparty 
down  paymant.  3y  Paaeock' s  own  adniaaion  m  an  April  19S7  dapoaition  (ssa  attachad 
•xhibit),  thaaa  funds  wars  aubsaguantly  divartad  by  Jim  HcOougal,  who  *3ada  a  down 
paymant  on  tha  14Sth  Straat  Proparty'  involving  -Jim  Guy  Tuckar  and  aavasal  other 
paopla  that  ara  involvad  in  it... So  it  waa  ail  kind  of  a  tiad-togathar  operation. *  Tha 
property  Ldantifiad  by  Paaeock  is  commonly  rsfsrrad  to  aa  Caatla  Cranda.  and  did  in 
(act  involva  Jin  HcOougal,  Jiia  Guy  Tuckar,  Sath  Uard,  and  savaral  othar  Madison 
Guaranty  Savings  t  Loan  msidars.  RTC  Invsstigationa  atrongly  racoimands  that  tha 
diversion  of  theae  loan  proceeds  for  the  down  payment  on  the  •14Sth  Street  property* 
be  further  investigated  in  conjunction  with  this  referral. 

Prior  to  funding  339,340  of  the  550,000  loan  proceeda  to  Quapaw  Title  Company  on  April 
S,  1981..  Peacock  allegedly  diverted  S6,000  fron  the  proceeds  to  purchase  two  cashisr's 
checks  on  April  4,  19SS;  check  numbers  Q2497  and  <32498,  drawn  on  MCS6L  accounc 
^7001312.  Each  check  waa  in  the  amount  of  $3,000,  each  was  purchased  in  tha  n»am  of 
'  either  a  Peacock  relative  or  business  aasociate,  and  each  waa  payable  to  Bill  Clinton, 
individually  rather  Chan  the  Sill  Clinton  Political  Comraittee.  These  two  checks  were 
subsequently  depoaitrd  to  the  Bill  Clinton  Political  Committee  account  (/81-313)  at  tha 
3ank  of  Cherry  Valley,  Cherry  Valley,  Arkansaa.  Peacock  allegedly  went  so  far  as  to 
purchase  cashier's  cisck  /q2499  in  tha  amount  of  S4.00  to  cover  the  S2.0a  assessment 
(or  checks  /(32497  and  Q2498.  At  tha  time  theae  caahiar'a  checks  were  issued  on  MCSfiL' s 
account  /70Q1312,  it  waa  overdrawn  by  $<46,3S1 .24>. 

On  the  same  day,  riowerwood  Farraa,  Inc.,  an  entity  owned  and  operated  by  Jaoiee  B.  and 
Susan  H.  McOougal,  issued  check  /000192  to  Madison  Guaranty  (or  S3.00ai  this  referral 
ra-incorporataa  tha  Allegation  contained  in  previously  subnittsd  RTC  criminal  referral 
^CQ004,  that  theae  (unds  were  used  to  procure  MCSSL  caahiar's  check  /<32496  (or  J3,000. 
purchased  in  the  namn  of  former  ssnator  J.  W.  Fulbright  and  payable  to  the  Bill  Clinton 
Campaign  Fund.  According  to  information  obtained  from  an  interview  withJasiaa  3. 
HcOougal,  conducted  by  (ormer  Special  Investigative  Counsel  Jeff  Cerristi  of  the  Memphis 
law  (irm  Sorod  fi  Huggins,  hired  by  the  HCSCL  Board  of  Oiractora  in  late  1986  to 
investigate  the  HcOougal 's  activitiea  at  tha  thrift,  McOougal  admitted  that  he  had  been 
"signing  documents*  (or  Senator  Fulbright  '(or  twenty  years*,  landing  a  strong  degree 
of  probability  that  tha  casniar'a  check  in  gueetion  waa  in  (act  purchased  by  HcOougal, 
and  obtained  in  conjunction  with  the  two  checks  (roa  Peacock,  aa  evidenced  by  the 
sequential  order  of  the  checka  (/(32496,  2497,  2498  and  2499).  It  should  be  noted  that 
the  signature  on  the  Flowerwood  Farms  check  is  allegedly  that  of  Susan  McOougal. 
However,  i£  bears  no  raaanolanca  to  Ha.  McOougal 'a  aignatura  aa  iC  appears  on  numeroua 
other  HCSfiL  documents. 

In  addition,  check  /689  for  53,000  payable  to  the  Bill  Clinton  Campaign  Fund  wee  issued 
(rora  Jamae  B.  McOouqal's  personal  account  on  April  4,  1983,  signed  by  Su>|a  McOougal, 
which  appears  to  be  her  actual  signature.  Aa  previously  referenced  Sit  xl^  criaixiai 
referral  ^C00a4,  this  check  was  written  on  tha  HcOougal 's  account  whan  tha  balance  waa 
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at  a  naqaCL^w  $<7,897.T]>;  tti«  ehack  waa  forea  paid,  allaijadly  on  HeOouqal'a  auttioclty, 
aubaaquanely  ovardrawlnq  tha  aeeeune  to  S<ia,  897. 73>.  Soeti  cha  ehack  (res  HeOouqal'i 
p«caonal  account  and  caaniar'i  cftack  /g2496  w«ra  dapoaltad  Into  tha  aaaa  Bill  Clinton 
Political  Coani.ttaa  account  at  tha  Bank  of  Charty  Vallay. 

Tha  SSO.OOO  loan  to  Charlaa  Paaeock  III,  (rota  which  J6,000  la  caapaiqn  contributicna 
wara  miaapprapciatad,  caaultad  In  a  $48,300  loaa  to  tha  aaaoeiation.  7ha  $273,000 
worth  of  comaarcial  air  conditioning  unita  collataralizinq  thia  loan  wara  appraiaad  at 
$1,500,  and  ultinaealy  aold  aa  aalvaqa  on  Fabruary  12.  1990,  to  Littla  Rock  eosnarcial 
air  eonditioninq  contractor  John  Hay,  thua  raducinq  tha  SSO,000  dabt  to  $48,S0O.  Thia 
appaara  to  ba  axcaaaiva  dapraeiation  for  auch  allaqadly  hiqh  dollar  eooiBareial 
aquipmant,  aubaaquontly  landing  eradibility  to  allaqationa  of  falaa  itatamanta  on  tha 
oriqinal  valua  of  (.".a  collataral,  and  an  iapliad  intant  to  dafraud  (adaral  axaainara. 
Aa  notad  in  tha  axaiainar'a  workpapara  eontainad  in  tha  1986  thrift  axaa,  'thaaa  a/c 
vinita  wara  purchaaad  by  Chaa  Paacock  at  an  auction  of  naw  buildinq  aquipnant  around 
82/^83  (or  a  fraet;.on  of  thair  original  eoat...Hr.  Oanton  (MCSfiL  loan  officar  Son 
Canton),  howavar,  la  not  awara  of  tha  condition,  location,  or  fair  akt  valua  of  thia 
eoliJtaral  althouqn  ha  doaa  know  that  Paacock  la  currantly  in  poaaaaaion  of  SOg 
(anphaaii  addad  by  FKLS  axaainar)  of  tha  unita...*.  Tha  axaainar'a  eonnanta  qo  on  to 
nota  that  although  a  loan  loaa  raaarva  waa  probably  nacaaaary  for  thia  loan,  tha  aoouat 
that  should  hava  baan  rasarvad  waa  inaatiaabla  at  tha  tina. 

Eaulacinq  a  pattarn  ausilar  to  tha  April  4,  19SS  eaiBpaiqn  contributiona.  cevparabla 
cranaacti:na  totalling  an  additional  $10,500  appaar  to  hava  occurrad  in  both  Fabruary 
and  oetaaar  of  1983.  Thaaa  tcanaactiona  conaiatad  of  funda  forca  paid  throuqh  ovardrawn 
HCSSL  accounta  atylad  Kadiaon  Markating  (a  MeOougal  ownad  antity) ,  and  Uhita  uatar 
Oavalopoant  Corporation  (a  partnarahip  conaiacing  of  JiiB  6  Suaan  HcOougal,  apd  Sill  ( 
Hillary  Rodhaa  Clinton),  in  addition  to  funda  froa  Jia  HcOougal ' i  paraonal  account. 
Tha  tubjact  chacka  wara  payabla  to  thrift  Inaidara  and/or  HcOougal  ralativaa  for 
anaunta  of  $3,000  :o  S4,S00.  Tha  procaada  froa  aach  of  thaaa  tranaactiona  can  not  ba 
eomplataly  traead  by  RTC  tnvaatigationa  dua  to  tha  involvaraane  of  othar  financial 
inatitutiona  ovar  wnich  tha  RTC  haa  no  juriadiction.  Should  thaaa  allaqationa  ba  provan 
during  any  anauinq  invaat igation,  tha  potantial  loaa  to  tha  aaaoeiation  froa  payaant 
of  campaign  contributiona  could  axcaad  $22,000. 

Tha  Arkaoaaa  Stata  Coda  ia  apaeific  with  ragard  to  tha  contribution  and  accaptanca  of 
campaign  (unda.  Titla  7  (Elactiona),  Chaptar  S,  Subchaptar  2  (7-6-203)  of  tha  Coda 
atataa  undar  tha  following  paragraphat 

(a)  *:t  shall  ba  unlawful  for  any  eandidata  for  any  public  offlea.  or 
any  parson  acting  in  tha  candidata'a  bahalf,  to  aceapt  caapaign 
contributions  in  axeaaa  of  ona  thousand  dollars  ($1,000)  par  any 
aiaction...'  (this  amount  waa  amandad  down  from  $1,SOO  in  1990.) 

(b)  *It  shall  ba  unlawful  for  any  parson  to  maka  a  contribution  to  a 
candidata  for  public  offlea  or  to  any  parson  acting  in  tha 
candidata'a  bahalf  which,  in  tha  aggregata,  axeaads  ana  thousand 
dollars  (SI, 300)  par  aiaction...*  (again  amandad  down  from  $1,500  in 
1990) 

(g)  *Tt  ahall  ba  unlawful  (or  tha  Covarnor,  Llautanant  Covarnoc. 
Sacratary  et  Stata  (ate.)... to  aeeapt  a  contribution  during  tha 
pariod  baginning  thirty  (30)  days  bafora  and  anding  thirty  (30)  daya 
aftar  any  regular  aaasion  of  tha  ganarai  aasarably . . . .Suring  such 
parioda  of  tioia  it  shall  ba  unlawful  for  any  parson  to  proaisa  a 
contribution  to  tha  aforamantionad  alactad  officiala.* 

Tha  two  S3, 000  cashiar's  chaeks  (/Q2497  and  Q2498)  ,  plua  HcOougal' s  parsonal  chack  /Sas 
for  $3,000,  and  riowarwood  Farma  chack  /  000193  usad  to  purchasa  caahiar's  chack  /02496 
for  S3,0OO,  totaling  $12,000  In  campaign  contributiona  allagadly  nada  on  April  4,  1985 
by  HcOougal  and  Ptacock,  wara  subsaquantly  dapoaltad  to  tha  Sill  Clinton  Political 
CoBMittea  account  (/ai-313)  at  tha  Bank  of  Charry  Vallay.  Tha  Bank  of  Charry  Vallay  la 
loeatad  in  Charry  vallay,  Arkansaa,  a  anall  eeanunity  approximataly  160  allaa  northaast 
of  Littla  Rock.  Thia  waa  not  tha  only  account  naintainad  at  tha  Bank  of  Charry  Vallay 
with  which  Bill  Clinton  waa  aaaoeiatad*  Mhlta  Watar  Davalopmane  Corporation  had  two 
caal  aatata  loans  with  tha  bank  aa  wall.  Tha  sourea  of  funda  utilitad  MBSfcoa  of  tha 
paymants  on  thaaa  loana  ara  diacuaaad  In  RTC  criminal  rafarral  /C0004.   According  to 
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Cri.rai.n«l  R«(«cr»l  /73Cca0l96 
Auquac  18,  1393     P»<5«  i 

inf  orTn*ci.on_obe»i.nn<1  from  tR«  Ar)<an«««  stat«  Sankinq  Ccnramion,  t."-.*  tarn*  LndlvLdu*!  • 
who  own«d  t)i«  a*n)c  li  Charry  v«ll«y,  Soland  uilinlc*  and  Lax  Ooldan.  ar«  or  w«r«  tr.a 
pcincipali  of  eh«  on«  bank  hoLdinq  ccnpany  (t.1«  Madiaon  Corporation)  to  whoa  Jasai  3. 
McDouqaL  sold  hla  failing  Madison  Banlc  i  Truac  of  Klnqtcon.  Aricanaaa,  In  aarly  1987. 
In  addition.  Maun:*  Smit.l,  a  pri.nc;.pai  and/or  loan  offlcar  of  'hm  Sank  of  O.tc—^ 
Vailsy,  waa  ailaqtdly  a  long  ti^a  aaaociat*  of  and  fraquanc  callar  to  Jaraaa  3. 
McDouqal,  a*  notad  oy  tfta  MCStL  pnona  log  racorda. 

Tha  Arkanaaa  Coda  fjcthar  stataa  undac  Titla  7,  Chaptar  S,  SuDc;Taptac  :  (7-S-201)  t.la 
foilowLng  "Oaf initiona" : 

(1)  *..."P»c»on'  maana  any  individual,  propriatocahip,  flra, 

pactnarinip,  joint  vantuca,  ayndicata,  labor  union, 
buainaaa  truat,  ccnpany,  corporation,  aasociaeion, 
coiraiit.tta«,  or  any  othac  organization  or  group  of  p^raona 
acting  in  concart..." 

(2)tA)  "Contr.Sution"  maana,  whathar  direct  or  Indicact, 
~  advancea,  dapoaita.  or  tranafara  of  funda,  contracta.  or 
obligationa,  wnachar  or  not  lagail/  vnforcaabla, 
paymanta.  gifts,  aubacript  lona,  aaaaaarnanta,  paymant  for 
aarvicaa,  duaa.  advancamanta,  forsaaranca.  ioana,  piadga 
or  prOTiiaa  of  monay  of  any^rting  of  vaiua,  whatnar  or  not 
lagaily  anforceaola.  to  a  candidata,  zsmraittea,  or 
holdar  of  alactiva  offlca,  -nada  for  t.'ta  purpoaa  of 
influancmg  tna  nomination  or  alaction  of  any  candidata. 

Thia  rafarral  allegaa  t.'-.at  MCSfiL  ownar  and  CTO,  Jamaa  3.  McDougal,  and  MCSSI, 
anaraholdar  and  fomar  Oiractor,  Charlaa  Paacoclc  III,  not  only  violatad  t.'talr  fiduciary 
raaponaibillty  to  t.iair  itata  cnartarad,  fadarally  insured  thrift,  but  furt.'-.ar 
---^  "«  -.--,---««-..-»  -„,.t#.  4.,^Mm    t^»    "v^m    purpoaa  of  aiaklng  lllagal  caapaign 


During  t.la  April  198S  tuna  frama  in  which  thaaa  S12,000  In  contr  ibutlona  wara  mada . 
Jamaa  3.  HcOougal  and  Sill  Clinton,  along  with  thair  wivaa,  Suaan  H.  HcOougal  and 
Hillary  Rodhan  Clinton,  wara  buainaaa  partners  in  Whita  Uatar  Zavalopmant ,  I.-ic,  aa 
previously  notad.  Alao  during  April  199S,  Hillary  Clinton,  a  partner  m  tha  Rose  law 
ricra  of  little  Rock,  was  acting  aa  counsel  to  .Hadlaon  Guaranty  Savings  in  t^.ei; 
representations  to  t.he  Arkansas  Securities  Oapart:?ent.  .'Is.  Cll.nton  was  sollciti.-.g 
approval  for  the  tnrift  to  authorize  and  issue  a  class  of  preferred  stock,  which  would 
provide  badly  neennd  capital  for  the  t.hrift.  This  request  occjrred  during  a  tlsa  in 
which  t.^.e  thrift  vas  significantly  below  the  required  mU  capitalization  limits,  per 
the  KPMG-Poat  audit  discussed  in  RTC  criminal  referral  /730CRO195.  Other  documentation 
and  memoranda  obtained  from  tha  HCS6L  filaa  i.ndicata  that  this  waa  not  t.'ia  only  tise 
that  .'HcOougal  and/or  MGStL  Vrf  John  Latham  requestsd  .><e.  Clinton's  specific  Isgai 
assistance  in  addressing  sensitive  thrift  issues  (see  attached  exhibits),  rather  t.tan 
utilizing  John  Selig  of  the  Mitchell  fira,  who  aerved  aa  General  Counsel  to  HCSU.. 

The  ccmmunicaciona  requesting  approval  to  issue  a  preferred  claaa  of  stock  occurred 
between  Hillary  Rcdham  Clinton  and  Beverly  Bassett  (Schaffer)  (see  attached  exhibits), 
a  former  partner  with  the  Mitchell  law  firm  of  Little  Hock,  whoo  had  been  appointed  to 
her  state  poet  as  the  Savings  6  Loan  Supervisor  by  t.hen  Governor  3111  Clinton.  Me. 
Baaaatt  had  previous  knowledge  of  Hadiaon  Guaranty  Savings  6  Loan  from  her  tenure  wit.h 
the  Mitchell  firm.  MGStL  recorda  contained  a  3/14/84  Tieno  (see  attached  exhibit  P-1) 
from  Ms.  3aseett  to  her  law  partner.  Jim  Guy  Tucker,  regarding  Jim  McOouqal  and  Chxls 
Uada ' a  activitiea  in  conjunction  with  Carapoballo  Island  and  their  failure  to  properly 
comply  with  tha  Interstate  Land  Sales  Act  (IS  O.S.C.,  1701).  This  issue  la  addressed 
at  length  in  RTC  zriminal  referral  /703CR0199.  In  her  memo.  He.  Baaaatt  pointa  outi 

"Tha  failure  to  comply  with  the  Act  in  connection  with  one  or  two  praTlous 
land  develOFflient  pro-Jecta  is  scrw  evidence  that  the  failure  once  again  to 
comply  with  the  Act  waa  willful  and  not  )uac  a  negligent  overel^HeE* 


PLS007SS  (101041 


1106 

Madiaen  Cuaraney  SavLnqa  fi  Loan 
Crifflinal  Rafarral  ^7:0CS01«S 
Auquac  IS,  1993     Paqa  9 

Th«  namo  goaa  on  eo  (urchar  noca: 

*?arnapa  )uac  aa  poeantial,!/  davaacatinq  eo  tha  projace  La  eha  poaaLbLIlCy 
ehae  upon  diaca'/arinq  zi\m  falluca  at  HcOouqal  and  Wada  to  naka  a  (ilinq 
and  dacarmi.ni.nq  that  chay  ahould  hava  csnpliad  with  tha  Ace  and  did  not, 
HUO  would  aaak  an  injunccion  aqalnac  than  to  (ocea  than  to  atop  aallinq 
lota  oc  raakinq  any  laprovamanta  whataoavar  until  thay  comply  with  tha 
Act. . . • 

Thia  mama  claarly  indlcataa  that  Ha.  Saaaact  had  apac;.;ic  Itnowladqa  of  HCSU,  and  Jla 
HcOouqal'a  acti.vi.tia*,  and  avLdanca  of  what  ana  taraad  hla  'willful  and  not  juac 
naqligant  ovaraiqht"  jcioc  to  both  har  appolntsiant  by  Govarnor  Clinton  to  tha  Staca 
Sacuritlea  Oapartnant,  and  hac  daciaion  to  appcova  Hadlaon'a  caquaat  ;or  tha  laauanca 
of  a  prafarcad  claaa  o(  itoclc.  Alchouqh  thla  caquaat  waa  appcovad  by  tha  Sacuritiaa 
Oapartnant  at  tha  atata  laval,  tha  atoctc  waa  navac  liauad:  tha  initial  raquaat  waa 
allaqedly  mada  baaad  on  McOouqal'a  daalra  to  narqa  Madlaon  Guaranty  Savinqa  wi.th 
Hadiaon  Sank  £  Truat,  which  waa  ultimataly  rarlawad  and  rafuaad  at  tha  (adaral 
raqviiaeocy  laval. 

Thia  rafarral  will  «ubatantiata  tha  baaia  for  allaqatlona  of  crminal  actirity 
includinq,  but  not  li:nxtad  to,  Caoapiracy,  Aidinq  t  Ab«eti.nq,  Hiauaa  of  Poaitioa, 
Hliapprapriati.aa  of  Tunda.  ralaa  Stataaaota  tad/or  Docuaaata  to  a  rinaaeial 
Inati.tuci.oa.  aaak  Fraud,  and  illaqai  caapaLqn  coatributioaa  in  vvolation  of  Axkanaaa 
Staca  Coda,  Tltla  7  raqardmq  Clacti.ana  and  Cainpai.qn  ?ractlcaa. 
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Madiaon  Co«r»nty  S»»inq«  6  io«n 
CrLmrnal  R»<»cr«l  /7]0Ca011« 
Auqu«c  18,  199J     P»<J«  iO 

7o.    Gl'/t  A  CHKONOLOCICAL  A.MO  COMPLETE  ACCOUNT  OF  THE  SUSPECTED  VIOLATIONi  (Ui»  conelnu«tisa 
•h««t,  i£  n«c«»««ry.| 

•  Ralaca  Icay  avane*  C9  docuoanea  and  attach  eopiaa  at   ttioaa  docuaanta 

2/lS/SS  Whlta  Wacar  Oavaloptnant  CsrpacatLon  iaauaa  chack  /0O0132  on  account 
/2J01S1S  for  S3, 000,  payabla  to  Chria  Wada,  and  aXIagadiy  (Lqnad  by  Jaaaa 
B.  HcOougai;  howavac,  tha  aiqnatura  appaari  to  raaamfila  t.lae  oC  Suian 
HcOouqal.  a  (raquant  oceurranea,  and  ana  tnat  waa  addraaaad  at  lanqta  -.n 
RTC  cruninal  ra<acral  ^00004.  Whan  tha  chack  waa  writtan,  tha  Whlta  wacar 
account  waa  ovardrawn  S<1,391.03>,  bringing  tha  balanca  to  $<4,a9I.a3> 
whan  tha  enacic  waa  focea  paid,  allegedly  on  JLm  McOougal'a  authocliation. 
Tha  chaeic  waa  andocaad  'Tor  Oapoalt  Only*,  and  dapoaltad  to  an  account  at 
Aaancan  Savinga  6  Loan,  Yallvllla,  Axkanaaa.  laauanea  at  thia  ehaek  to 
Chrla  Uada,  a  Hadlaon  Guaranty  Inaldar  and  MeOougal  bualneaa  partner,  ii 
being  alleged  aa  a  potentially  illegal  caispaign  contribution.  ( Exhibit  A-1) 

2/2fr/8S  Check  f6li  La  iasued  (ron  Janea  B.  HcOougal'a  paraonai  account  /Q00424,  i..i 
the  ajnour.t  of  S4,$00,  payable  to  hia  mother,  Lorene  HcOougai,  and  tigsad 
by  Suaan  HcOougai.  Theaa  funda  were  diverted  froia  the  proeeeda  of  a 
S3S1,502  loan  granted  to  the  HcOougai' a  by  ytCSGL  for  tha  purpoae  of 
purchaamg  and  canovating  a  home)  proeeeda  having  been  depoaitad  Lato 
their  account  on  2/22/aS.  Thia  divaraion  of  funda  waa  alao  addreaaed  in 
RTC  cruninal  referral  /  C0004.  Prior  to  thia  depoeit,  the  HcOougai' i 
account  waa  overdrawn  in  axcaaa  of  S<8,a00>.  Again,  the  allegation  i»  lat 
forth  tnat  theae  funda  were  potentially  utilized  for  Illegal  campaign 
contributione. ( Exhibit  A-2)  . 

4/4/aS  riowerwood  raraa.  Inc.  iaauee  check  /000192  for  $3,000  to  Madlion 
Guaranty,  drawn  on  MCSSL  account  /2301361,  and  allegedly  aigned  by  Suaan 
HcOougai;  however  the  aignature  beara  no  reaanblance  to  other  docvimenta 
containing  Ha.  HcOougal'a  aignature.  There  la  no  andoraement  on  tha  back 
of  the  Check  with  the  exception  ot  the  'Pay  to  any  bank*  atamp.  Thia 
referral  allegea  that  theaa  funda  were  utilized  to  purchaae  HCStL 
caanier'a  check  ^  Q2496  for  S3. 000.   (Exhibit  a-1) 

HCSfiL  caahier'a  check  t  Q249S  for  S3, 000,  payable  to  •Sill  Cliatsn 
Campaign  Fund*  and  renittad  by  J.  v.  Fulbright,  la  drawn  on  HCSCL  accrunt 
/7001312  (overdrawn  by  $<46,a81.24>  at  the  tine).  The  check  la  endoraad 
•For  Depoeit  Only  3111  Clinton  Political  Comoittee*.  (Exhibita  B-2,  3-3) 

Check  /68a  li  Liaued  on  Jaisaa  8.  HcOougal'a  peraonal  HCSCL  account 
/000424,  for  S3, 000  payable  to  '3111  Clinton  Cajnpaign  Fund*,  aigned  by 
Suaan  HcOougai.  The  check  ia  endorsed  'For  Oepoait  Only  3111  ClLatcn 
Political  Committee.'  The  check  force  paid  on  Hay  3,  1985,  overdrawing 
HcOougal'a  account  to  S<10,897 . 73>.  (Exhibit  C-1,  C-2) 

4/4/SS  HCS«L  caahier'a  check  /  L.S2461  for  SSO,000,  drawn  on  account  t  7001347,  ia 
laaued  to  the  'Account  of  Charlea  Peacock,  til*  denoting  LM  /  2354-70  and 
identifying  a  UCC-1  financing  atatenent  and  collateral  of  Air 
Condltionere.  The  check  la  andoraed  by  Charlae  Peacock  til.  (Exhibit  D-1) 

An  HCSCL  counter  check  for  S6,000,  payable  to  Hadiaon  Guaranty,  la  laaued 
on  account  /1S253,  and  aigned  by  Charlea  Peacock  III.  (Exhibit  0-2) 

4/4/8S  HCS6L  cjahier'a  check  t  Q2497  for  S3, 000,  payable  to  'Bill  Clinton'  tnd 
remitted  by  Ken  Peacock  (HCSfiL  ahareholder,  aon  and  bualneee  partner  of 
Charlee  Peacock  III),  la  drawn  on  HCS6L  account  #7001312  (atlll  overdrawn 
by  S<46.aai. 24>. )  The  check  la  andoraed  'For  Oepoait  Only  Bill  ClLaton 
Political  Comtaittee.*  (Exhibit  0-3,  0-4) 

HCSfiL  caehler'a  check  /Q249a  for  S3, 000,  payable  to  'Bill  Clinton*  and 
remitted  by  'Oean*  (actually  'Oene")  Landr-'ja  (MCStL  ahareholder  and 
buainesa  asaociate  of  Charlee  Peacock  III  In  a  ccapany  called  Quality 
Hydraullce  -  see  exhibita  0-4  and  0-6),  la  drawn  on  HCSSL  4£,^vint  /7001312 
(again,  atlll  overdrawn).  The  check  la  endoraad  'For  D^eHtt  Only  Bill 
Clinton  Political  Cooiaittee.*  (Exhibit  0-5,  0-«) 
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4/4/aS  _MCStL  C3«hl«r*a  ch«c)c  /g2499  for  S4.Q0,  p«y»bl«  to  Hadlion  Cuartncy 
Savi.n<;a  i  Loan  and  remittad  by  C^arlaa  Peacock  III  la  drawn  on  HCStC. 
account  /7Q0I312;  allaqadly  to  pay  ioc  cha  cuo  pravloualy  puccnasad 
caaniac'i  chacka,  /Q2497  and  02498.  (Exhibit  D-7) 

4/5/8S  MCSSr.  •cloaaa*  loan  /23S4  for  SSO.OOO  to  Charlaa  Paacock  III,  haTinij 
pcavioualy  iundad  tftm  loan  tha  day  bafora,  4/4/8S,  with  caahiar'a  chaek  t 
L.M2461.  The  loan  ;.s  coilatecaliiad  by  coaimaccial  air  conditioning  unita 
with  an  iilaqad  valua  of  5273,000,  and  aacurad  through  a  UCC-1  Financing 
aeatamanc  (Exhibiea  E-1  through  1-7) 

Kn  MCS6L  counter  chacJc  for  S38,940,  payable  to  Quapaw  Title  Company,  la 
iaaued  on  account  ^1S2S3,  and  (ignad  by  Chariea  Paacoclc  III.  Thaaa  fund* 
are  aubaecTuantly  dapoaited  into  the  Quapaw  Title  Coaipany  account  at  HCStl. 
(account  /7012062).  (Exhibit  E-a,  E-9) 

4/30/85      Roae  Law  Fira  partner  and  White  Mater  Oavelopraent  principal.  Hillary 
Rodhaa  Clinton,   lenda   a   letter  to  3everly  Baaaatt,   Savinga   K  Loan 
~        Supervisor  ai    the  Arkanaaa  Securitiaa  Oapartr.ent,  •aaking  approval  foe 
HCSfiL  to  iaaue  a  clasa  of  non-voting  preferred  itock.  ( lea  exhibit  r-l) 

S/14/85  The  Arkanaaa  Securitiaa  Oepartnent,  through  it'a  Savinga  e  Loan  Superviaor 
Beverly  3aaaect.  a  gubernatorial  appointee,  raaponda  to  Hillary  Clinton' a 
letter  of  4/30/85.  concurri.-:g  with  her  analyaia  on  the  laauance  of 
preferred  atock,  concluding  that  the  'propoaad  capitalization  plan  la  not 
inconaistent  with  Arkansaa  Law."  (Exhibit  F-1)  Although  approved  at  t.le 
itata  level,  the  preferred  clasa  of  itock  waa  never  actually  iaaued;  iha 
initial  request  uae  allegedly  made  baaed  on  HcDougal'a  dee  ire 'to  serge 
Madiaon  Guaranty  Savinga  &  Loan  with  .".adison  3ank  £  Tr-jat,  which  wa« 
iubaequantly  reviewed,  and  refuted,  at  the  federal  regulatory  level. 

5/23/35  Hillary  Clinton  senda  a  letter  to  MCSGL  C~0  Jim  HcOougal  adviaing  hia  that 
Severly  3aaaett  haa  approved  the  propoaed  authorization  and  laauance  of 
preferred  stock,  further  stating  that  she  looks  "...forward  to  conti.-.uing 
auccaaa  m  resolving  wnatever  queationa  ansa  aa  you  pursue  your  plan  foe 
growt.h.  "  (Exhibit  F-2) 

8/8/35       MCSSL   internal   memorandum   from   Pat   Jonea   (Heritage),   formerly   the 
—^  -  executive  assistant  to  MCSSL  tW    John  Latham  (who  haa  previouely  pled 

guilty  i.n  conjunction  wit.h  Madison's  activities)  statingt 

"-ohn,  Sarah  haa  not  spoken  with  John  Salig  regarding  the 
application  to  move  the  home  office.  I  told  her  that  you  had 
given  it  some  thought  and  preferred  to  use  Hillary  Clinton 
instead."   (Exhibit  G-1) 

3/9/85  MCSSL  internal  memorandum  from  Pat  Jones  (Heritage)  to  Sarah  Morsham- 
Hawkina  regarding  the  application  to  move  home  office,  stating: 

"...John  would  like  for  you  to  have  everything  ready  on  the 
application  to  move  the  hone  office  when  he  geta  back  from 
vacation.  He  said  for  you  to  get  Rick  Maaaey  (of  the  Roee 
Firm)  to  help  you  and  look  over  what  you've  done.  He  will 
talk  to  Hillary  Clinton  when  he  geta  back..."  and  ...  "John 
haa  said  for  you  and  Rick  to  decide  how  the  Director's  Stock 
Ownership  should  be  valued..."  (Exhibit  0-2) 

10/31/85  Madison  Marketing  iseuee  an  MCSSL  counter  check  foe  S3, 000  on  account 
/70na72,  payable  to  Suean  McOougal,  signed  by  Lisa  Aunapaugh.  If  thia 
tranaaction  la  conaiatent  with  previouely  established  pattetne,  there  la 
a  atrong  prcBabillty  that  the  Madiaon  Marketing  account  waa  overdrawn  on 
thia  date.  The  checking  account  statement  for  this  account  ia  not 
available  to  Inveetigatione  at  thia  time,  but  can  be  obtained  from  the 
records  retained  by  Central  Bank  6  Truat,  the  receiving  entity  for  MCSSL. 
The  check  ia  endoraed  "depoait  to  the  account  of  the  payee.  It  haa  be«n 
recorare«nde<l  that  thia  check  be  reviewed  in  conjunction  wiSHOSHe  prevtoua 
campaign  contribution  tranaactiona.  (Exhibit  H-1) 
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6/17/86     HCSGI.  ^anaraead  raaponaa  eo  tha  FHU  axajalnara  Inquiry,  leacin^  undar  t.la 
'paraqrapn  anelelad  'Quaacion  2:* 

'Loan  /2406  -  Olxia  Concinancal  Laaai.nq,  Inc.  Tha  land  waa 
not  lold  ae  baiow  liaead  priea.  Tha  borrowara  iqtirce  ef  f-jndf 
{gr  r^a  dawn  oavinanc  waa  a  loan  '.n  tMa  ar'Ovint  ;i  550.100. 
arint'd  3v  Had!.»on  Sawnqa  t  Loan  /2354.  gacurgd  Sv  ct-n'grT'.a  L 
*Lr  cand-.ticr.era  o-^ad  and  or.«Pcurjer»d  3v  C^.arlea  P-acse» 
UXl-  (Exruait  l-i) 

6/30/86  Ail  itamirad  rcpore  i.a  pcaparad  by  cha  oueaLda  aeeounei.-.q  fira  ai  KTXC- 
Paae,  bccuqht  In  eo  ravvaw  ena  prior  1984  and  198S  audita  pravioualy  dona 
by  Froat  t  Co.,  of  Liccla  Rock.  Tha  rapore  Idanelflaa  'ralacad/a/flliicad 
party  loana*  (howinq  tha  varloua  Paacock  laaliy  naofiara  and  antLtiaa  aa 
bainq  in  dabt  to  tha  aaaeelaclon  for  Jl, 095,783. 
(Exhibit  J-1) 

NOTE:        HCSfiL'a  Soard  of  Diractora  aubaaquantly  auad  Troat  6  Co.,  on  tha  baaia  of 
-        tha  X7MC-?aat   (Indinqat   Tha  RtC  aaaumad  tha  elaia  tt  tha  tUa  of 
racaivarihip,  and  Fcoat  t    Co.  ultimataly  aattlad  wLth  tha  RTC  for  an 
aaiount  axcaadlnq  SI.  000, 000. 

10/24/86  THLS  axafflLnar  .'in  Clark' a  workpapara  idantify  tha  problama  axiatinq  wi.t!l 
MCSSL  loan  f    23S4  to  Chariaa  Paacock  III  atatinqi 

*claaat.(ication:   ap«cifle  raaarva  inaatisabla* 

and  9oas  on  to  eita  raasoninq  that  haa  baan  pravLOualy  teaea<l  In  tha 
rafacral,  ^jotinq  loan  officar  Oon  Oanton'a  cotmant  about  r.oe  bainq  awara 
of  tha  condition,  location  or  Talua  of  tha  collatarai.  (Exhibit  K-l) 

12/11/86  Special  :nvaatiqativa  Counaal  Jaff  Carriah  of  tha  Manpnla  fira  Borod  C 
Huqqma  conducts  an  intar-viav  with  Jia  HcOouqal.  Undar  paraqrapn  16  of 
tha  mtarviaw  raport.  Carriah  ataeaai 

"McOouqal   indlcatad  that  ha  had  baan   aiqnlnq  notaa   and 
~  *  avarythinq  alaa  for  Fulbriqhe  for  tha  paae  20  yaara.  Ha  navar 

•  aid  that  ha  had  any  typ«  of  powar  of  attornay  tor  rulbrlqht. 
— .  .  but  ha  did  aay  that  tha  Ackanaaa  Suprama  Court  had  hald  that 

If  tonaona  conaistanciy  aiqna  aa  attornay  in  fact  for  aoaaona, 
than  It  amounts  to  thaa  havinq  powar  of  attornay.* 
(Exhibit  L-l) 

4/1S/87  Chariaa  Paacock  III  is  dapoaad  in  con-Junction  with  a  civil  action  fllad  by 
HCSKL  aa  Plaintiff,  naninq  Olxia  Contmantal  Laaainq,  XSO  Landacapinq  and 
Chariaa  Paacock  III  aa  dafandanta.  On  Paqa  17,  Linaa  10  -  IS.  Paacock 
•tataa  ^hat  JUa  HcOouqal  uaad  down  paymant  funda  intandad  for  Paacock' • 
29.77  ;icra  pucchaaa  at  Hapla  Craak  Faroa,  and  dlvartad  thaa  to  tha  down 
paymant  on  tha  14Sth  atraat  proparty  (Caatla  Cranda)  Inrolvlnq  JLa  Cuy 
Tuckar.  at  al.  (Exhibit  M-1) 

10/31/88  A  raport  contained  in  MCSSL'a  racorda,  idantiflad  aa  'Charqad  Off  Loaaa  in 
Lltiqation",  apacifically  idantiflaa  *CHS  orr  23S4*  to  Chariaa  Paacock. 
Ill  wi:n  a  principal  balanca  of  SSa.3S3.2S,  and  a  dally  intaraat  accrual 
rata  of  S17.93,  paat  dua  alnca  4/S/86.  It  furthar  idantiflaa  tha  typa  of 
litiqacion  to  ba  'rapoaaaaaion* ,  and  that  tha  atatua  waa  'procaaa  of 
liquidation.*   (Exhibit  M-1) 

2/12/90  John  May,  a  Llttla  Rock  ComMrcial  Air  Conditloninq  contractor  subaita  a 
51,S00  astimata,  and  aubaaquant  purchaaa  bid,  for  tha  Paacock  cooaarcial 
air  conditloninq  uniea  pravioualy  valuad  ac  S273,0OO.  Rla  offar  la 
accaptad  and  tha  valua  off-aae  to  tha  loan  balanca,  daeraaaLnq  tha 
aaaociatlon' a  loaa  to  approxlfflataly  $43,000  plua  intaraat.  (Exhibit  &-1) 
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HadLion  Suar4ncy  S«vLnq«  C  t^an 
CrUninal  Ratarral  /7]0CI<019& 
Auqucc  13,  1993     Paqa  IJ 

•  Explain  who  banaCLctad,  financially  or  oeharwiaa,  from  eha  tranaaccion,  how  ouch,  and 
how. 

Thli  eranaaccion  provided  a  chraa-way  banaCiC: 

•  banafit  Co  JL-s  HcOouqal  through  tha  uaa  of  loan  procaad*  to  provida  eaapaign 
concribuciona  co  ona  of  hia  buiinaaa  parcnara,  whila  craaclnq  tha  maana  to  divar: 
funda  for  *  down  paymanc  ralatad  to  tha  Caacla  Sranda  tranaaccion,  thua 
banafieinq  anochar  of  hi.a  buainaaa  pactnara; 

•  banafit  to  C^arlaa  Paacock  CII  through  t^.a  partial  uaa  of  tha  Loan  procaada  not 
only  from  tha  SSO.OOO  loan,  bue  alao  tha  $297,000  loan  tranaaction  thac  eloiad 
tha  aama  day,  laid  tranaaction*  baing  admittadly  ovar  fundad  for  'davalo^sant 
coat a*  ; 

•  banafit  to  tha  Bill  Clinton  canpaxgn  darivad  from  tha  allagadly  miaappropriated 
loan  fund*  that  wara  dapo*i.t*d  to  tha  Bill  Clinton  Political  ComniLttaa  account 
at  tha  Bank  of  Charry  vallay. 

•  furnxslT  any  axplanation  of  tha  tranaaction  providad  by  tha  auapacc  and  Indicat*  to  whoa  and 
whan  i.t  wa*  gi.van. 

Tha  only  axplanat:.an  offarad  chu*  far  haa  baan  that  of  Charla*  Paacock  III.  in  h:.a 
Apctl  15,  1987  dapoaition. 

•  rurnLsh  any  axplanati.cn  of  ^hm    tranaaction  providad  by  any  othar  paraon. 

Additional  axplanation  haa  baan  providad  through  docuraanc*  cullad  from  tha  thrift's 
racorda,  which  ara  attachad  a*  axnibic*.  ' 

•  rurni.*h  any  avi.danca  of  covarup  by  eha  auapacc,  or  avidanca  of  an  aetaope  to  dacaiva 
fadaral  or  (tata  axami.ncr*  or  othar*. 

Hultipla  facaca  of  thi*  rafarral  provida  avidanca  of  an  attampe  to  dacaiva  aeata  ir-l 
fadaral  axaainara: 

•  tha  axcanaive  uaa  of  councar  chacka  drawn  on  individual  ehaeking  accounea  rathar 
't'han  uti.li£ing  pra-prmead  nurnbarad  account  chaeki  which  would  appaac  on  monthly 

atatamanc*; 

•  tha  axtanai-'a  uaa  of  cashiar'i  chack*  for  tha  paymane  of  campaign  contribution*, 
rathar  than  u*t.ng  pca-printad  numoarad  chacka  which  would  appaar  on  nonthlv 
(tatamant*,  ti  wall  a*  provi.dinq  a  racord  of  individual  concribuclona 

•  tha  divaraLon  of  thrift  loan  procaad*  for  tha  paymane  of  campaign  coneribucion*. 
via  caamar's  chack*,  ao  a*  noc  to  laava  an  avidant  papar  trail 

•  cloaing  tha  3SO,000  loan  tranaaction  tha  day  aftar  tha  procaad*  had  already  baan 
fundad 

•  fal*aly  inflaead  valua  of  tha  commarcial  air  conditioning  unit*  *acurinq  the 
SSO^.  000  loan,  thu*  providing  what  would  appear  to  be  acceptable  collateral  and 
UCC-1  financing  ■tacemanc  for  tha  loan  filaa 

•  Indicate  where  tha  auapactad  violation  took  place  (e.g.,  main  office,  branch,  other). 

Thi*  violation  took  place  at  the  Hadiaon  Guaranty  Saving*  and  Loan  office  at  ISth  and 
Main  m  Little  Rock,  Arkanaa*. 

•  Racommand  any  further  invaacigation  that  might  a**i*t  law  anforcamant  In  fully 
examining  the  potential  violation. 

Racommandationa  for  further  inveacigation  includei 

•  a  thorough  review  of  tha  S297,000  loan  to  Charlaa  Peacock  III  on  April  S,  198S. 
in  an  effort  to  determine  the  di*po*itlon  of  the  'over  funded*  davjiojpiene  co*t*. 
a*  he  contended  in  hi*  «/lS/87  dapoaition  thac  MCStL  aclll  owed  ft^S^evec  S70,00C 
in  concracting  and  devalopmane  coat*; 
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Criminal.  Rafarrai  ^730CJ10194 
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•  a  ravlaw  of  tRa  Hadlaon  Harkaclnq  OOA  acacamanci.  hald  by  Cancrai  Bank  6  Truat. 
CO  dacaraii.na  cna  acatua  at  thae  accoune  on  erta  data  that  tha  $3,000  ehaek  to 
Suaan  HeOouqai  waa  writtan,  aa  wail  aa  <Lnal  dacamLnaeion  on  tna  dlapoaieloD  at 
cha  (unda 

•  a  caviaw  at  tha  Anariean  Savinqa  6  Loan,  rallvLlla,  Arkanaaa,  raeorda  ralatlnq 
CO  Chrla  wadaa  ehackin^  accoune,  :o  dacarama  zfia  final  diapoaision  of  E.ta 
S3, 000  cnack  wcieean  co  hia  by  Whita  waear  Oavaiopnane  Corp, 

•  furctar  invaacqaclon  into  tha  ailaqad  divaraion  of  tha  Paaeoek  down  paynant  by 
Jim  McOouqai  (or  uaa  in  tha  Caaela  Grand*  eranaaction 

•  a  raviaw  of  tna  aourea  of  dapoaiea  and  account  activity  in  tha  Bill  Cliaton 
Political  Ccaarxttaa  Account  raeorda  at  tha  Bank  of  Charry  Vallay. 

•  furtnar  invaatiqation  into  tha  poaaibla  conflict  of  intaraat  raqardinq  Hillary 
Clinton  rapraiantinq  har  buainaaa  partnar'a  thrift  bafora  anothar  atata  aqaacy, 
whoaa  dapartaant  auparviaor  waa  a  poiitieai  appointaa,  daaiqnatad  by  har  huaband. 

7e.    Indicata  whathar  tha  auapactad  violation  appaara  to  b«  an  iaolatad  incidant  or  whathar 
Lt  raiataa  to  othar  tranaactiona.   (Csplaim 

Thia  tranaaction.  rathar  than  bainq  an  iaolatad  incidant,  waa  raflactiva  of  tha 
practicaa  anqaqad  in  by  HcSouqal,  hia  buainaaa  aaaociatea.  and  othar  HCSSL  inaidara 
ultiaataiy  raauitmi;  in  tha  Lnaolvaney  and  (ailura  of  tha  inatitution. 

8.  EXCLUSION   or    INFORMATIOK    FBOM    THE    RXrCRJlAI.: 

Haa  any  partinant  inComation  baan  axcludad  from  thia  rafarral  aa  a  raault  of  any  laqai 

or  othar  raatraint' 

?aa     X  i<3        i:   io,  whyr 

Hava  tha  axciudad  information  or  docuaanta  baan  aaqraqatad  for  latar  raeriaval7 
raa      X   -IO 

9.  HAS  SUSPCCTSS  :nOIVI0UAL(  SI  MADE  ANY  ADMISSIONS? 
raa     X    MO    :f  IO,  who? 

10.  ■JITTIESStS: 

List  any  witnaaaai  who  niqht  hava  information  about  tha  auapactad  violation  and 
daacrxba  thair  poaicion  or  afnploymant.  Indicata  if  thay  nava  baan  mtarviawad.  (Oaa 
continuation  ahaat,  if  nacaaaary. ) 
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•  A  ravlaw  ot  t!>.«  Hadlaon  Harkaelnq  OOA  acaeamanea,  hald  by  Caneral  Sank  C  Truae. 
CO  dacamina  Eha  aeacua  ot  thac  accounc  on  e.la  daea  chae  tf.a  S3, 000  chack  to 
Suaan  HcOouqal  waa  wcitcan,  aa  wall  aa  (Inal  dacarrsinaclon  on  ena  dlapoaitloo  ot 
th*  (unda 

•  a  raviaw  ot  tha  Amarlcan  Savinqa  &  Loan,  Yallvllla,  Xrkanaaa,  racorda  ralatlng 
CO  Chrla  wadaa  chacklnq  accounc,  :o  dacaroxna  cha  final  dlapoaiclon  ot  t.la 
S3, 000  ctiack  wcitean  co  hia  by  Whlea  Wacac  Oavalopnanc  Corp. 

•  furtfiac  invaaetqaclon  into  eha  allaqad  dlvaralon  ot  tha  Paacock  down  paymanc  by 
JLd  McOouqal  (or  uaa  >.n  tha  Caatla  Cranda  tranaaetlon 

«  a  raviaw  ot  tha  aourca  ot  dapoaiea  and  account  activity  In  tha  Bill  Clinton 
Political  CaanLttaa  Accounc  racorda  at  tha  Bank  at    Charry  Vallay. 

•  fucthar  invaati.gati.on  into  tha  paaaibla  conflict  of  Intaraac  ragardlnq  Ulllary 
Clinton  raprasantmq  har  buainaaa  partnar'a  thrift  bafora  anothar  itaca  agaacy, 
uhoaa  depactaanc  auparvtaor  uaa  a  political  appointaa,  daalgnacad  by  har  huaband. 

7c.    Indlcata  whathar  t.la  tuapacted  violation  appaara  to  ba  an  laolatad  Incldane  or  whathar 
Lt  ralataa  to  othar  tranaactiona.   (Explain) 

Thla  tranaact:.on,  rathar  t.^.an  bainq  an  isolatad  incidant,  uaa  raflactlva  of  t.'-.a 
practicea  anqaqad  m  by  HcOouqal,  hia  buainaaa  aaaociatea.  and  ochar  HCS6L  Inaidara 
ultiaataly  raaulti.iq  in  tha  iniolvancy  and  (ailura  of  tha  inaeitution. 

a.    EXCLUSION  or  iNrowiATioM  from  the  RXFERRAI,: 

Haa  any  p«rtinant  information  baan  axcludad  from  thla  rafarral  aa  a  raaulc  of  any  laqal 

or  othar  raatramc? 

rae     X  so        It   ao,  why? 


HAS  SUSPECTEO  INOIVI0UAL( S )  HADE  AKY  ADMISSIONS? 

Yaa      X  .'lo    :f  ao,  uho? 

wiTNISSrS: 

List  any  uitnaaaas  who  miqht  hav*  information  about  tha  auapactad  violacion  and 
daacriba  tnair  position  or  amploymane.  Indlcata  if  thay  hava  baan  intarviawad.  (Uaa 
continuation  ahaac,  if  nacaaaary. ) 


,VAWE 

POSITION 

ADDRESS 
(OrY/STATE/Zm 

■reLEPHONE 
NLn<BER 

nyTERVTEWED 

ra 

NO        1 

1. 

K»  Fucoct 

Ciarto  Pearact  III 

Bald  Kiiob.  Artasua 

Vakatn^ 

X 

L 

E.  Ocn€  Luidnim 

9>iunca  panncr  oi  Qurto 
P:a<oc>  Ill/Ovulin  HvdnglKl 

Bald  Kaoe.  Arkanijti 

UakDOn 

X 

3. 

1.  w   Fulbntftc 

MeOowfal  butiAcu  uioeula  ana 
ihntt  boinj»i.f 

LiiU«  Rdck.  A/%ajuaa 

Uakao-v 

X 

■*. 

Piincu  Hcnufi 

Former  eic«M<iv«  auuunt  to 
irin/i  EVP  John  Lutura 

Tb«  Rom  Lrw  Firm 
bitia  Rock.  A/taiuaa 

Vokaan 

X 

i. 

Bcv<nT  auuii  SclulTer 

Fomwr  Artaniu  Siat«  Sccunuca 
Opi  SAL  S-o.rn«f 

UlUa  Roct.  Ai^aaiaa 

Ustawira 

X 

i. 

H,\Uiy  Rodlua  ainioa 

Fomicr  OxuucI  w  MCSAL 

LiiUa  Roct.  Aruoaaa  acid/ar 
Wuhifipon.  DC 

UaJBwn 

X 
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Hadiaon  Cuaraney  Savlnqa  6  L«an 
CrLaxnai  Ratarral  /730C»0I3S 
AuquKC  13,  1993     Paqa  IJ 

11.    OrSCOVtRT  XKD  R£PORT:»Ci 

a.  Who  diacovarad  eha  auapaetad  vLolaclan  and  whan? 
RTC  Criminal  Invaaeiqator,  July  1993 

b.  Haa  cf.a  auapacrad  violaeion  baan  rapoctad  to  tha  Board  of  Oiraeeora? 
Yaa   NO    Not  AppLieaola 

By  whom  and  whan?        NOC  Applicabla 

e.     Haa  eha  Board  o(  Oiraceora  eakan  action? 
__^_   laa    ____  Mo    Moe  Applicibla 

If  ao,  whae  and  whan?    Not  Applicabla 

d.     Haa  eha  auapaetad  violaeion  pravLoualy  baan  raporrad  to  (adaral  or  local  law 
r   anforcamane  or  to  any  (adarai  or  leaca  luparviaory  aqaney? 
raa     t    Ho 

If  Taa,  Aqaney; 
Aqane: 

Addraaa:  (Citv/Seaeai 
Talaphona  Numcar: 


a.  AjBoune  of  Loaa  known:   S  Undaearrainad  at  thia  tiaa 

b.  Raaeieution  by: 

tn  eha  aniounc  of:   S 

e.  Mama  of  Applicabla  Suraey  Bond  Company: 
d.     Anoune  of  Bond:   S 

a.     Anoune  of  daduceibla:   S 

f.  waa  claim  Jilad?   Yaa    Ho 

q.     Sacelamanc  by  Suraey  Company:   J 

h.     Tocal  raacieueion  and  faeelafflane  to  daeat   S 

i.     Mac  Loaa:   (Afear  auoeraceinq  any  aniounei  paid  in  eha  fora  of  raacieution  or 

•aeclamane)   S 
j.     ta  addieional  loaa  auaoaeead?     t  Taa    Ko 

(If  yaa,  axpiain) 

T>.a  naeura  of  eha  eranaaceiona  Idaneifiad  in  ehia  rafarral  could  laad  to 
addieional  loaaaa  undar  furehar  LnvafCi.qaeion. 

Ic.     Haa  eha  auapaetad  violaeion  had  a  maearial  inpace  on,  or  ocharvia*  affaecad,  tha 
financial  toundnaaa  of  eha  inaeieueion?   If  ao,  plaaaa  axpiain. 

Taai  th*    aceivieiaa  idaneifiad  and  tllaqad  within  thia  rafarral  could  hava 
concribuead  to  eha  failura  of  eha  inaeieucion. 

orrcx  or  xssistamc:> 

Tha  individuala  liaead  balow  ara/wlll  ba  auehorizad  to  diacuaa  ehia  rafarral  with 
appropriaea  law  anforcamanc  officiala  and  eo  taaiae  in  locaeinq  or  axplaininq  any 
docuffianea  paremane  eo  enia  rafarral,  pra*i.dad  tbae  concacc  ia  firac  aada  wlt&i 


NAMZ 

rrt^PHOKT  .fUKBIR  ' 

L.  Jaan  t.awia/Sanior  Criminal  Invaaeioator/KCO 

(81S>  96S-7337 

Laa  0.  Auaan/Oaoartniane  Haad/Criminai  Invaaeiaaeiena/KCO 

(8161  9«a-7J43 

(,.  Richard  lorio/riald  Invaaciqaeiona  Offlear/KCO 

(81SI  9«a-7J12 

HODS  5 

PLsooa.s       ^^^^'^ 
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Cidijon  Cuaraney  Savings  t  Loan 
CrLmxnaX  Rafacrai,  ftlOCROlSS 
Auquac  18,  199]     Paqa  IS 

14.  row  PR£PAJ»XD  at:  L.  Jaan  Lawla 

Poaicion:       "  Sanioc   Crunmal    rnva.tiqaeor 

Aqancy/lnttituelon.  Ra.olutlon   Tru.e   Corporation 

Talaphona   HumBar:  (SIS)    9S8-7237 

0*c»!  Auquae    la,     1993 

15.  authori:at:on  for  TRXMSMITTAI,: 


Inva^^ac^^                                                                                     ,  oata 
Suptf^i^ory    Invaaciqatoc  ' g'J^^ — ; 


Flald    InvaacLgaciona    oiiicar 


7]S-TC0/l(ai 


riOi049 
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Open  Up  on  Madison  Guaranty 


Mucti  as  President  Qinion  might  wish,  ihe 
cunous  saga  o(  his  and  his  wife's  dealings  with  the 
owner  of  a  [aiied  Arkansas  savings  and  loan  associ- 
ation just  wont  go  away.  It  keeps  popping  up  in 
Congressional  inquines  and  newspaper  accounts, 
each  ume  with  a  new  and  unsavory  deuU  added  to 
an  already  unflattenng  portrait  of  (he  cozy  relation- 
ship between  money  and  poliucs  in  Aritansas. 

An  important  detail  disclosed  by  The  Times's 
Jeff  Cenh  and  Stephen  Engelberg.  is  that  the  owner 
of  Madison  Guaranty  Savings  and  Loan,  Jame^ 
McDcugal,  helped  Mr.  and  Mrs.  Clinton  reoay  a 
SSO.OOO  personal  debt  just  when  .Mr.  .McOougal 
needed  favorable  treatment  from  state  banking 
officials  to  suy  m  business.  Mr.  .McDougal  did  stay 
in  business,  his  problems  got  worse,  and  in  1989  the 
bank  was  taken  over  by  the  Federal  Government,  at 
a  cost  to  taxpayers  of  S60  million. 

There  is  no  irrefutable  evidence  of  a  quid  pro 
quo.  But  the  Arkansas  savings  and  loan  mess,  and 
the  Clintons'  relauonship  to  it.  is  not,  as  the  '*Tiite 
House  keeps  saying,  an  '"old"  story  that  has  no 
relevance  to  Mr.  Clinton  or  his  present  job.  This  is  a 
man  wno  rode  into  Washington  on  a  pledge  to  end 
politics  as  usual  and  every  ume  the  w^ite  House 
dodges  inquines  about  the  old  days  in  Arkansas, 
reasonable  people  begin  to  wonder  about  a  cover-up 
and  Mr.  Qinton's  suicenty. 


The  matter  clearly  needs  venulatmg.  and  if  the 

'w'iiiLS  nuu»e  'wOll  I  uu  li.  two  Oul«i    uuUCUiJuiU  >,^L. 

One  IS  the  Jusuce  Department,  which  is  already 
looking  into  transactions  at  Madison.  The  Clintons 
are  not  targets  of  the  probe. 

The  other  is  the  House  Banking  Committee, 
whose  ranking  minonry  memPer,  Jim  Leach,  ije- 
lieves  that  a  full  mvesugauon  of  Madison  could  help 
the  committee  (rame  new  rules  to  prevent  future 
banking  disasters.  His  request  has  been  rebutted  by 
the  committee  chairman.  Henry  Gonzalez,  a  Demo- 
crat who  until  now  tias  seen  a  tiger  on  the  savings 
and  loan  issue.  Mr.  Gonzalez  accuses  .Mr.  Leach  of  a 
Republican  "Tishmg  cxpediuon." 
,  .Mr.  Leach  nas  also  called  Madison  a  'private 
piggy  bank"  (or  its  owners  and  their  mfluenual 
Arkansas  (nends.  and  on  this  he  is  surely  ngnt  In 
addition  to  a  string  of  dubious  real  estate  nvest- 
ments.  .Madison  made  large  unsecured  loans  to 
execuuves  and  other  insiders. 

Madison  s  pracuces  attracted  the  attention  of 
Federal  auditors,  vnose  1984  review  found  "unsafe 


and  unsound  lending  practices  "  thai  could  ihrcaicn 
to  dnve  the  bank  under.  Shortly  thereafter.  Gover- 
nor Qintoo  named  Beverly  Sassctt  Schalfcr  as 
head  of  the  Arkansas  agency  charged  with  oversee- 
ing sute-chanered  savings  and  loans.  Ms.  Schaffer 
had  once  done  legal  work  lor  Madison.  For  the  nctt 
18  months,  up  to  the  point  where  Federal  regulators 
moved  in.  she  took  no  significant  regulatory  action. 
Three  months  after  her  appointment.  .Mr.  Clin- 
ton came  to  Mr.  .McDougai  with  a  request  to  "knock 
out  the  deficit  ■  —  Mr.  .McDougal's  words  —  left 
over  (rom  the  Governor's  1984  campaign.  It  turns 
out  that  the  deficit  wasn  t  just  an  ordinary  cam- 
paign debt,  but  J3O.0OO  Mr.  and  Mrs.  Clinton  had 
borrowed  from  another  oank  to  finance  the  cam- 
paign. .Mr  .McDougal  organized  a  (und-raiser  and 
the  aebt  was  repaid.  Federal  auditors  suspect  mat 
some  of  the  donations  assembled  by  Mr.  McDougal 
may  have  oeen  improperly  oivened  from  me  sav. 
ings  and  loan. 

Bruce  Lindsey.  me  official  wheeled  out  by  me 
vhite  House  to  answer  quesuons.  says  me  Clinton-  i 
.McDougal  relationship  was  entirelv  above  board.  I 
Others,  however,  are  more  than  mildly  trouoiea  by  i 
me  fact  mat  Mr.  Clinton  aid  not  order  his  regulators  | 
to  cracx  down  on  .Mr.  McDougal  even  alter  .ie  was  | 
advised  by  his  own  banking  commissioner  n  1983 
mat  me  savmgs  and  loan  operator  was  engaged  m 
imprudent  banxing  pracuces. 

Siisnirmns  rn;<t  Mr  Ginion  w:i5  "xc^ssively 
kind  to  his  fnend  —  at  great  cost  eventually,  tb  me 
.^Apayeii  —  aic  iurir.cr  reuitorcevi  oy  u'.e  (•<.t  ma; 
Mr.  .McDougal  had  done  other  favors  (or  me  Cin- 
tons.  including  making  mem  50-50  partners  j> 
Whitewater  Development,  a  real  estate  company 
(or  wnicn  .Mr.  .McDougal  put  uo  most  of  me  money. 
The  venture  ultimately  (ailed,  and  me  Clintons  lost 
money.  But  that  ooesn't  make  meir  iinancial  ties  to 
Mr.  .McDougal  seem  anv  more  savory 

Based  on  wnat's  puolidy  known,  mere  s  proba- 
bly not  a  cnppling  scandal  here.  But  me  White 
Hotise  IS  behaving  as  if  mere  were.  For  e.tampie. 
Federal  mvesugators  say  mey  nave  received  little 
ctxjperauon  m  a  searcn  (or  (lies  mey  suspect  were 
taken  (rom  me  office  of  Vincent  Foster,  a  White 
House  aide  wno  killed  himself.  Investigators  want 
to  know  i(  one  ol  mose  (iles  deait  wim  Mr  .McDougal  I 
and  Whitewater  1 

This  aefensiveness  isn't  helping  anvone.  Mr.  I 
Clinton  —  and  .Mr  Gonzalez  —  }we  it  to  me  ouoiic  to 
clear  me  air  about  Madison  and  .is  .niluential  I 
Arkansas  (nenos. 


This  is 
importaa* 
to  be  on. 
top  of. 
Bassert 
did  a 
?ood  iob 
in  cair.p. 
on  this-- 
can  she 
now? 

(transcri- 
otion  of 
handwritte- 
notes  of 
^resident 
Clinton) 


Meuu  Vork    T\rv>e6 
Dec.   10.  l'^^^ 
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PERSONAL  AND  CONFIDENTIAL 


KEMORJUroOM 


/  AttAChad     to     this    nemo  ia    Zhm     ciironology     o£     aocu3B«nts     and 

"  /  r  \  \. 

eveiit.x     rwtjartiing     Madlaon.  This     maaorandua     will      srovide     some 

itional  ' ' "    ' '"  " 


add 


.1 


background  infomation  which  i»  iiaued  un  uur  diuL:uutiiufu> 


wlthi  BeVerly  Bassett  scharrer    ("BBS") 

\in  \che   rail   of    iHTj,    Bill   Clinton   llv«a   In   ray«cta('vlll«   and 

7  / 

taught  at  tha  university  oC  Arkansas  at  FayettevllZe  lav  school. 
BBS  f ir^t  loet  Bill  Clinton  in  1S74  when  sh«  was  Vvoiynpeer  in  his 
campaign \for\Unltad  Statss  Rspressntatlvs  ^a9^inst  incui5.bent  John 
Paul  Hafflmer»<;hs^dt ;  she  was  an  undergraHnwfa  btuJuiil  dt  Che  time. 

BBS  graduated  from  college  in  1975  and  moved  to  Little  Rock  in 
197  6,  where  she  began  working  for  Commercial  National  Bank  and 
enrolled  in  law  school.  Bill  Clinton  was  elected  Attorney  General 
in  November  1976;  BBS  was  not  involved  in  his  campaign.  In  1977, 
BBS  applied  and  was  hired  to  work  in  r-  •^ume-   ---action 

divisiibn  of  tha  Attorney  General's  office,  wr._.e  s'h^  continued  her 
law  schpol  studies.  J 

Bill  Clinton  was  elected  Governor  in  November  \  1978.  He 
discussed  with  BBS  the  possibility  of  hiring  her  for  a  p^t  in  the 


Governor^  office;  BBS  declined  in  order  to  finish  law  school  and 
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MEMORANDUM 
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Whicewater  group 
HaroTo  Ickes 


10  January  19  94 
Assignments 


Talking  points  (co 
Q&A  (counsel/BL/MW 


unseJ. 


1/E 


History  of  special 
{counsel,  1/6) 


/MW) 


2-3  page  argument  why  no  special  counsel  (counsel, 


counsels /independent  counsels 


"Chronology"  (counael,  bL,  MW) 
Op  ed  piece  (counsetl,  BL,  MW  1/8) 

Congressional  op  ed|  piece  (counsel,  BL,  MW) 

I    I 
ResDonse  to  Safire  pieci;  (counsel,  BL,  MW  1/6) 


Memo  on  indeoendent  coujisel  statute  (counsel  1/8. 


Synopsis  of  Whitewater/Madison  Guaranty  matter 
(counsel,  BL,  MW,  1/7) 


Memo  re  statute  of  limitations  for  civil  actions 
(counsel  -  assigned  1/8^) 

\7^      Rpv-ipw — on  daily  baaia, — all  diLiuleb  fi'om  majoi 

newspapers  and  statements  made  on  major  electronic 
media  re  Whitewater  and  prepare  memo  to  be  promptly 
circulated  to  the  group  regarding  inaccuracies,  e^ 
(counsel,  BL,  MW) 


Contact  select  members  of  Congress  about  oublic  support 
(PG) 


~hese  dates  refer  to  the  date  of  the  draft  document 


Indicates  date  the  assignment  was  made.     5  020819 


TO: 
E'ROM; 
IiATE; 
RE: 
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MEMORANDUM 


Whitewacer  group 


Ilareld   leitea 

9   January   1994 
Assignments 


1. 
2. 
3. 
4. 

5. 
6. 

7. 
8. 
9. 

1? 

11 


Talking  points  (counsel/M|/) 

Q&A  (counsel/BL/MW,  l|/5M 

2-3  page  argument  why]  no  fepecial  counsel  {counsel,  VM)_ 

History  of  special  counsels /independent  counsels 
(counsel,  1/S) 


"Chronology"  (counsel,  3L 
Op  ed  piece  (counsel,  BL, 
Congressional  op  ed  ptece 
Response  to  Saffire  piece 


Memo  on  independent  counsel  statute  (counsel  1/8) 


MW) 
MW  1/8) 

(counsel,  BL,  MW) 
(counsel,  BL,  MW  1/6) 


jynopaia  o£  Whitewater/Madison  Guaranty  iiiat'>:gi' 
(counsel,  BL,  MW,  1/7) 

Memo  re  statute  of  limitations  for  civil  actions 
(counsel  -  assigned  1/8^) 


12.   Review,  on  daily  basis,  all  articles  from  major 


newspapers  and  atacements  made  on  ma]or  eiectrOTT 
media  re  Whitewater  and  prepare  memo  regarding 
inaccuracies,  etc.  (counsel,  BL,  MW) 


^   These  dates  refer  to  the  date  of  the  draft  document 
'   Indicates  date  the  assignment  was  made. 
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THE  WHITE  HOU5E 

WASH I  NCTO  N 


January  17,  1994 


MEMORANDUM  FOR  HAROLD  ICKES 

DEPUTY  CHIEF  OF  STAFF 

FROM:  W.  KEIL  EGGLESTON 

ASSOCIATE  COUNSEL  TO  THE  PRESIDENT 

RE:  STATUTE  OF  LIMITATIONS  IN  ACTIONS  BROUGHT  BY  THE 

CONSERVATOR  OF  A  FINANCIAL  INSTITUTION 

There  has  been  substantial  discussion  by  Republican 
Momhor»;  nf   donqress  about  the  statute  of  limitatigxis^  to  recover 
against  those  who  may  have  committed  a  tort  or  breach  of;  contract 
involving  a  financial  institution  that  has  since  been  taken  over 
by  the  Resolution  Trust  Corporation  ("RTC") .  1 

^ ritle  12,  UnlLad  Stdteb  Cuda,  Section  l-4-4J.a,  was 

amended  by  the  Resolution  Trust  Corporation  Completion  Act, 
signed  by  the  President  on  December  17,  1993.   (A  copy  of  the 
pertinent  section  of  the  amendment  is  attached.)      ^ I 

That  Act  extended  the  statute  of  limitations  from  three 
to  five  years  for  torts  committed  against  financial  institutions 
that  have  been  taken  over  by  the  RTC.   Thus,  the  RTC  must  bring  a 
tort  claim  within  five  years  after  it  was  appointed  a  conservator 
or  receiver.  _ 

\ 
For  the  purpose  of  the  extension  of  the  statute  of 
limitations,  the  Act  defines  a  tort  claim  as  "a  claim  arising 
from  fraud,  intentional  misconduct  resulting  in  unjust 
enrlcl'uueiit, — or  intentional  nisconduct  rcGu-ltrin^-H^n  substantial 
loss  to  the  institution."   (This  definition  is  narrower  than  the 
traditional  definition  of  a  tort.)  \ 

\ 
-^  The  statute  ot  litaitatlons  far  breach  uC  cunLtact 

claims  is  six  years  after  the  institution  was  taken  over  by  the 
RTC.   12  U.S.C.  Sec.  1821 (d)  (14 )  (A)  (i)  (I) . 


S  009908 
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Madison  Guaranty  was  taken  over  by  the  federal 
government  on  or  about  March  2,  1989.   As  a  result  of  the  new 
Act,  if  the  RTC  sues  on  a  covered  tort  claim,  the  action  must  be 
brought  by  March  2,  1994.   Without  the  new  Act,  the  statute  of 
limitations  for  all  tort  claims  would  have  expired  on  March  2, 
'T992.   If  the  RTC  sues  on  a  contract  claim,  the  action  most  be 
i brought  by  March  2,  1995.  '  ■ 

'\  ' 

^. The  type  of  action  brought  against  outsiders  in 

financial  institution  cases  Is  usually  a  tort  claim. 

The  statute  of  limitations  for  criminal  violations 
involving  a  financial  institution  is  ten  years  from  the  data  the 
crime-  occurred. —  18  U.S.C.-  Sec.  -J29J-.  -  -The  -data  that  the 
institution  was  ta}cen  over  by  the  government  is  not  relevant  to 
the  computation  of  the  criminal  statute  of  limitations. 

W.N.E- 

i 
cc:      Bernard  W.    Nussbaum 


\ 
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(3)    Competitive  bidding. — Th«  Administrator  oC  General  Services,    in 
compliance  with   regulation*  oi  the  Resolution  Trust  Corporation,    aav  bid  on 
property  described   in  the  notlca  required  under   paraqrapn    (I)    that   is   otherw 
subject    to   competitive   bidding. 


[•<!         Sec.     4.    EXTENSION  OF   STATUTE  OF   LIMITATIONS. 


1^ 


(a)  *In  General. — Section  21A(b)  of  the  rederal  Hone  Loan  Bank  Act  (12  U.S 
1441a(b))  is  ajtiended  by  adding  at  the  end  the  following  new  paragraph: 


,  "(14)  Extension  of  statute  of  llnitatlons. — 

■^—^   "(A)  Tort  actions  for  which  the  prior  limitation  has  run.~ 

..  "(i)— In  general. — In  the  case- of- any- tort  claim — 

"(I)  which  is  described  in  clause  (li);  and 

"(II)  for  which  the  applicable  statute  of  limitations  under  sect 
ll(d)(14) (A) ( ii)  of  the  Federal  Deposit  Insurance  Act  has  expired  before  the 
date  of  enactment  of  the  Resolution.  Trust  Corporation  Conpletion  Act; 

the  statute  of  limitations  which  shall  apply  to  an  action  brought  on  such 
claim— by  the  Corporation  in  the  Corporation's  capacity  as  conservator  or 
receiver  of  an  institution  described  in  paragraph  (3) (A)  shall  be  the  period 
determined  under  subparagraph  (C). 

.  ^.       _  ~"^fii)  el  alma  dei»ijiibed. — A  Uui  (.  claim  referred''^  in  clause  (i)(I) 
with  respect  to  an  institution  described  in  paragraph  (3)  (A)  is  a  claim  aris 
from  f!;aud,  intentional  misconduct  resulting  in  unjust  enrichment,  or 
'Vjitentional  misconduct  resulting  in  substantial  loss  to  the  institution. 

/^(B)  Tort  actions  for  which  the  prior  limitation  hae  not  run. — 

"(i)  In  general. — Hotwithstanding  section  ll(d)(14)(A)  of  the  Fede 
'OeposTt  Insurance  Act,  in  the  case  of  any  tort  claim —      — 

'  "(I)  which  ia  described  in  clause  (ii);  and 

"(II)  for  which  the  applicable  statute  of  limitations  under  sect 
11(d) (14) (A) ( ii)  of  the  Federal  Deposit  Insurance  Act  has  not  expired  as  of 
date  "Of  enactment  of  the  Resolution  Trust   Corporation,  Completion  Act; 

the  statute  of  limitations  which  shall  apply  to  an  action  brought  on  such 
claim  by  the  Corporation  in  the  Corporation's  capacity  as  conservator  or 
receiver ~Tof—*n — i^atitution  dascribod  in  paragraph  (3)-(-A)  shall  be  the  period 
determined  under  subparagraph  (C). 

"(ii)  Claims  described. — A  tort  claim  referred  to  in^clause  (i)(I} 
with  respect  Co  an  institution  descrIb«U  in  paiaijiaph  (3)(A)— is  a  claim  aris 
from  gross  negligence  or  conduct  that  demonstrates  a  greater  disregard  of  a 
of  care  than  gross  negligence,  including  intentional  tortious  conduct  reLati 
to  the  institution. 
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^  "(C)  OfltemlnaClon  of  period. — The  period  detennlned  under  this 
subparagraph  for  any  claia  to  wtilcn  subparagraph  (A)  or  (8)  applies  snail  b« 
longer  of — 

"(1)  the  5-year  period  beginning  on  the  di^to  the  claln  accr:ie5;  (a? 
deterained  pursuant  to  section  ll(d)(14)(B)  of  the  Federal  Deposit  Insurance 
Act);  or  _ 


\ 


'(il)  the  period  applicable  under  State  law  for  such  claia. 


"(0)  S<;oy«  ur  -dppiicaLiuii. — aubparagrapha  (A)  and-fB)  shall  not.  appl> 
any  action  which  is  brought  after  the  date  of  the  teraination  of  tr.e  Corporat 
under  subsection  (a)(1).". 

(b>  Technical  and  Conforming  Anendjoeat. -.-Section  lltd)  (14 )  (A)  (lii  of  the 
Federal  Deposit  Insurance  Act  (12  U.S.C.  1321(d)  ( 14)  (A)  (if)-)  is  aaended  by 
inserting  "(other  than  a  claia  which  is  subject  to  section  21A(b)(i4)  of  the 
Federal  Hone  Loan  BanX  Act)"  after  "any  tort  claim". 

r*51    Sec.  5.  LIMITATION  ON  BONUSES  AND  COMPENSATION  PAID  BY  THE  RTC  AND 
THRIFT  DEPOSITOR  PROTECTION  OVERSIGHT  BOARD. 

(a)  In  General. — Section  21A  of  the  Federal  Home  Loan  BanX  Act  (12  U.S.C. 
1441a} — is  amended  by  adding  after  subsection  (w)  (as  added  by  section  ^(a)  oi 
tais  Act)  the  following  new  subsection:  ~ 

"(X)  Limitation  on  Excessive  Coapensation  and  Cash  Awards.-^ 


"(1)  Establishment  of  performance  appraisal  system  required. --The 
.Corporation  shall  be  treated  as  an  agency  for  purposes  of  sections  4302  and 
of  title  5,  United  States  Code. 


.  "tZ)    Procedures  for  payment  of  cash  awards. —      ~~^ 

"(A)  In  general. — Sections  4502,  4503,  and  <305a  of  title  5,  United 
States-Code,  shall  apply  with  respect  to  the  Corporation.     

"(B)  Limitation  on  ajnount  of  cash  awards. — ?or  purposes  of  deteraini 
the  amount  of  any  performance-based  cash  award  payable  to  any  employee  of  th 
Corporation  under  section  4  505a  of  title  5,  United  States  Code,  the  iaount  o 
basic  pay  of  the  employee  which  may  be  tatcen  into  account  under  such  section 
shall-not  exceed  the  amount  which  is  equal  to  the  annuaj.  rate  of  basic  pay 
payable  for  level  I  of  the  Executive  Schedule. 

"■(3)  All  other  cash  awards  and  bonuses  prohibited. — Except  as  provided 
para«jrapri~-(-a4-) — '^'^   fa«;h  ^uwrri  or  bonus  may  be  aade  to  any  employee  of  the 
Corporation. 

"(4)  Limitations  on  cash  awards  and  bonuses. — No  emoloyee  s.^.all  receiv 
any  /'■gh--Trmii  ii  III  iKiim,.  if  ■ii.~»< — flj.pXcu^a_h»g  /jivon  -inn /-i»  cif   ,:<n  intent  to  re 
to  take  a  position  in  the  private  sector  before  the  payment  of  such  cash  awa 
or  bonus  or  accepts  employment  in  the  private  sector  not  later  than  60  days 
after  receipt  of  such  award  or  bonus. 
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Page  1 


Add  New  paragr^pft  JUxch  1993   "Roelle  s^tated  that  he  advised 
Roger  Altman  the  i-£rst  day  he  became  RTC  CEO  aoowt  the  first 
referral  filed  r^arding  Madison  in  October  1992  "^d  that  it 
mentioned  the/<flintons.  (Roelle,  pg.  16) .  He  statedXthat  he 
briefed  Casey  (the  priorCE&) — abuut  tfe^-gctober  1992Veferral  and 
that  this  bjfiefing  was^-foutine.  (Id.  pg .  l57-v^^^He  stated  that  it 
was  RTC  pol^icy  and^^^Us  responsibility  to  inforniv^e  CEo\of  any 
high  prof ^e  ref^txal  and  he  had  done  so  with  pribr  CEOs\  (Id.  14- 
15) 


Aftter  pata.  1,  add  "Dudine  asked  Kansas  City  staff  tc 
forward /the  ireferrals  to  him  and  he  received  them  on  September  4, 
(Dudine i  pg/  23)" 


Para.\l.\  add  "or  spezJcing  with  the  Secretary. ,  She  also 
does  not  recall  receiving  any  response  to  her  memo<"   Revise  cite 
to  (Hanson  (^)\pg.59;  Hanson  (1),  pgs.  70-71,^^nson  {2\    pg. 
51). 


Para 


St  line,  change  "the"  Early  Bird  to  "an". 


Para.  5.   Revise  last  sentence  to  read  "Hanson  stated  that 
she  didn't  recall  if  she  conveyed  this  information  to  Altman, 
although  she  would  have  in  the  ordinary  course."   Revise  cite  to 
pg.  75  to  pg.  74. 


Page  6 
Pa 


First  sentence: 


delete  "to  meet  wi 


Paxfa.  77   Revise  co  "uevore  statea  'cnat  tne  purpose  of  the 
WH  meeting  was  to  advise  the  White  House  of  Gerth's  inqiiiry. 
(DevoreJ  pgs  16-17)" 


Para.^^^r.  Add  Hanson's  statement  that  iz   seemea  clear  to  her 
that  th0  existence  of  the  referrals  was  already  in  the  hands  of 
the  pre£ sA   (Hanson  (1)  pg.  81) 

Af tiar  para .  9 .  Add  "Hanson  reported  she  had  a  vacfue 
recollection  that  there  was  a  discussion  relating  to  checks  but 
she  didn't  know  anything  about  any  checks."   (Hanson  (1)  pg.  106. 

014931 


1128 


1,  foi 


her. 


.ine.   Add  the  word  "to'^^^tween  prior  and 


Para.  2, /end  of  3d  line  delete  "criminal  referrals  and" 
replace  then/with  "the  criwlnal  referi 

/  ^  ■  -^  \ 

Para./ 4,  addy^erth's  mention  of"  before  "tt^e  criminal 

referrals^ 

Para.  6  /evise  3rd  line  to  read  "he  shared  a  le^l  oj^inion 
on  the  nine  ^riminal  matters."  John  Bowman  states  that  he^  does 
not  recall  seeing  the  memo  (Bowman,  pg.  11) .  Jean  Hanson  does 
not  recall  seeing  the  memo  (Hanson  (1),  pg.  133). 


Add  at  end  "and  that  he  wanted  to  tell  the  White 


Page  9 

Para. 
House." 


P«q«  10 

Para\l.\Add  at  end  "but  he  believes  he  did  not 

Para.  \.  \Add  at  end  of  second  sentence:  "bi^  cautibned  that 
the  last  builetvabout  recusal  should  not  be  iixciuded  if  Altman 
had  not  decided  up  recuse  himself." 


Page  ;; 

Para. 


Fifth  line,  after  Congress  add  "and  the  media," 


Para.  3.  [or  after]  add:   Ms.  Hanson  recalled  that  Mr. 
Nussbaum  said  that  if  Mr.  Altman  were  to  stay  in  the  process  and 
not  recuse  himself  there  would  be  discipline  imposed  on  the 
process  to  produce  a  thorough  and  fair  result  and  that  Ms. 
WillieuBs  asked  if  the  investigation  could  be  completed  by  the  end 
of  February.   (Hanson  (1)  pg.  174) 


Delete  first  sentence. 


Para.  8.   Change  the  date  in  the  first  sentence  frc 
"10/14/93"  to  "2/2/94." 

Para^^  add  "probably"  before  subsequently  on  1st  line. 

?aqq  ;?  / 

Para.  2.   Last  sentence  does  not  refer  to  document  discussed 
in  first  sentence  but  rather  to  the  Leach  3  page  letter  with  the 
14  page  attachment  —  suggest  delete  and  change  cite  to  pg.9. 
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mes    4    and   5,    delete    "my  general>^pinion   at  that 


Pag*  14 

Para 
time  was" 

Paq«  IS 

Para/ 4.   LijT^  3  revise  to  read  "that  Altmaiv  should  not  be 
quite  so  definitive  about  announcing  his"   Line  4/\^fter\cE0  add 
"at  the  end  of/his  term  but  it  was  his  decision. 

Page  16/ 

Para.  S.   Revise  to  read  "Eggleston  stated  that  he\  called 
Hamson  Ito  ask  if  it  was  true  that  Jay  Stephens  was  a  lawyer  at 
the  law]  firm  of  Pillsbury,  Madison  and  Sutro  and  she  did  not 
answer  ithe  question."  j   | 


Par*.  1  delete  "regarding  the  recusal"  and  replace  with 
'explainifig  ^is  recusal  decision."   Revise  cite  to  pg*.  51-52. 
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80GGESTED  REVISION  TO  IG  REPORT 


P^qg  I  ^  /   .      /  -   -   \  •    ^..  _ 

Add  New  paragraph  March  1993   "Roelle  statedstij-rC  he  advised 
RA  the  first  day  he  ^njj  "ini  "  about  the  f irst  r_ef«TSal  filed 
regarding  Mad'ison  i^  Octobej:__L3.3-5 — aiid_.t^aX— T^^mentiotied  the 
Clintons.  (;ioelle,  pgj,--r&]\He  stated  thats4ie  brief  ed\Casey  (the 
prior  CEO)/about  thtf  October  referrai*.  (I^  p^v  13)  .   He  stated 
that  it  was  RTC  policy  and  his  responsibility  toxinformXthe  CEO 
of  any  high  profile  referral  and  he  had  done  so  wi\^  prior 


Casey  and  CooJse  fid.  14-15) 


\ 


Para-r^--'^^^^^*«v4ss.-««t:B-<ta--«ltr-Roe4j.e , 

After, para.  1,  add  Dudme  asked  KC  staff  to  forward   .   ^. 
referrals  to  him  and  he  received  them  on  9/4  (Dudine,  pg.  23) 


e  ci^  _to-^gT"T9-'i 


"^llowing^^parST  i>x  Add^rilat,  Ms.  Hans^  informed  Mr.  Xltman 
of  ^trhe  meeting  "b^memo  d^xed  9/30^but  -dOBan'l-  itsi-all  gettxhg  a 
ras'ponse  CHaJTson(l),  pg.  70-71)    -••       '  ^—  ^ 

Para.  1.   add  "or  speakiag  with  the  Secretary .\"  Revise  cite  / 
to  (Hanson  (1),  pg.59;  Hanson!  (2)  ,  pg.  51).        A  ^...^ 

Para.  3.   First  line,  change  "the"  Early  Bird  to  "an".    r^ 


Para.  ^.      Revise  last  sentence  to  read  "HansOT\  stated  that 
she  didh^t  recall  if  she  conveyed  this  information\to  Altman, 
although  \she  would  have  in  the  ordinary  course .  •"RevijSe  cite  to 
pg.  75  toVjjg.  74. 

Page  6 


^ 


Para.  4  .  ^v^Aa-~.cite  pgs— 9^%^  aft^r-^f  irst  ^sentence.  ^.Revise  last 
sentence /'^O/read  "^vmeeting  was— Set  up  at  the  WH".  Revise  cite  to 

pgs.  ■iz\\x: 

Para.  5.   First  sentence:   delete  "to  meet  with  Devore" 
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indicates  only  that  when  she  arrived  at 


Page  7 


J'ara. 


vT^  c; 


ig7^^>'^ 


JxIliP''3*'<^ce  of— felJa^jneetine 

P^ra/)  6.      J^ast   sentence,    revise  to   indicate  tiiJit  Devore 
believed  /^t  wa^'TRS   IG  policy  tcconf  inn  to'ttie  pres9<^-ha-i^  there 
was  ^a   crimina/   referral    (Hanson    (IJ    p^y    85, 

/       /C          . 

Para.  7f.      Revise  to  "  Devore  stated  that  the  purpose  of  the 
WH  meeting  wa 
16-17)*- 


ng  was  to  advise  the  WH  of  Gerth's  inquiry.  (DeVorei,  pgs 


Para.  18.  Add  Hanson's  statement  that  it  seemeo  clear  to  her 
that  the  exlistence  of  the  referrals  was  already  in  the  hands  of 
the  presW.  \(Hanson  (1)  pg.  81)  /   / 

Aft-er  para.. 3.  _  Add  Hanson's  statement  that  she  attempted  to 
find  out  Whal;  TRS  IG  pQjJ.cy  was  but_DeVore -CxJnfinned  the  ^j 
referrals  cef^lore  she  completed  the  effort.  {Hansorr(l>^'pg./-86. 


After  p^ra\  9.  Add  Hanson  reported  she  had  aK  vague 
recollection  \hat  there  was  a  discussion  rel^:&ing  to  chec)i^  but 

she  didn't  know^ anything  about  any  checks .  ^fkanson  (1)  pg^ 106, 

Page  8 


her. 


Para.  1,  fourth  line.   Add  the  word  "to"  between  prior  and 


Para.  2,  end  of  3d  line  delete  "criminal  referrals  and" 
replace  them  with  "the  criminal  referrals." 


Para.  4,  add  "Gerth's  mention  of"  before  "the  criminal 
referrals"  .  r^^^^^'   W 

PaifaL  6  revise  3rd  line  to  reacy  "he  shared  a  regal  opinion 
on  the  rine  criminal  matters."   JUrlstates  that  he  doesn't  , 
recall  seeing  the  memo  (Bowman,  pg.'ll) 


Page   9 


.  (-■'-.. -.0     1^) 


'f? 


^ap-'from 


anything   r'e levant 


/31/Q3"to    2f\f^A    looks    st 
in  jfenat 


Jthere 


discuss 


time   p>er>od?  ] 


Para.    2.    S6ct5riaNjliri£.,_ after  word -appropri.a€e~^dd    ">nd-Mr- 
Altmati~^^d  Secretary   Bentsen~~"bhat-^e   thoug^it' he  wovIlS" .      Revise 
ci-te   to  pg^52-154.  "^ 

D  1 4  9  3  5 


Para.  5 
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Add  at  end  "and  that  he  wanted  to  tell  the  Wh" 


/^X;»-N^^^-A^d^JTorsnaa 


Para-r~-7:: 

Para.    7.    /Add  at  end  of   second  sentence:    "bu1i\cautipned  that 
last   buJ/let  ajixjut  recusal   shouldn't  be   included   if  RA  had  not 
decided/'M^tetitV^MMBeafi  to  recuse  himself.'* 


?aq«  ;; 


/ 


Pira.I  1.      Strike  J.ast  4    lines   and^^'eplace  wi-th  " saiid -]t,^ '  he     \y 
had  been  advised^  to  recuse -llimselfaiid  that,  he  intended!  tq'taJce 
that  advice."   Revise  cite  to  pge.    39-40 


Para.\2.      Fifth   line,    after  Congress   add   "and  the/aeaia," 
Jiil2t_1 '"in   BitrilTn    "thr"    hrftrn  '-H   ittI    airt— °finnr''-i  nnrr"  -f^ftfir  '-H 


/       / 


^— Para\,3\      7th— iine,  j«^se  to  read   "Nuss'bauin  safys  his  state 
of  mind  ^^as  'Jihat   "      Strike   "was  concerned  that" 


k 


Para.  3s,  f^r  after]  add:   Ms.  Hanson  r^c^led  that 
Nussbaum  saidXthVt  if  RA  were  to  stay  in  t£e  process  and  not 
recuse  himself^^ere  would  be  discipline  ImtiubUd  dn   the  process 
to  produce  a  thorough  and  fair  result  and  that  Ms.  Williams  asked 
if  the  investigation  could  be  completed  by  the  end  of  February. 
(Hanson  (1)  pg.  174) 


Paqg  i? 

Para.    3 s^'TIev^e ^to ^ reaji-^TTSItson   said  that  AltjatfT^allad  "her 
on  the  morning  of  the   3d  arfd  stated  'fchat'he^ad^^decided   ... 

Para. -7.      Delete  Xi^st  sentence.    Revise  2d  andV3d(now  1st 
and   2d)|   Sentenced  to  read  ^JMnTTiams   sta:ted  that  the  Weting_was 
on  her  |ci4^ndar.-BO  she/alftended .    ^She  stated  that  at  "the  meiting 
RA  discuss^  the  statatio   of   liar€"ations   issue   and-^is'^ecusal . 

/  Para.    9   add  "probably"   before  subsequently  on  1st  line. 

^  ?f.^^S      ..Uwy    .U^  ^    A».Vc    \.     ^    (f'«>^    V-- 
Page    13    r  ".eV/fl"    -H.        3./2./r*f', 


y'^BXia .    1.^ — Mter_  -a€lffrr-><lel«te 
inaependent'  inves'tl'gation  and   " 


"(2)    the  concern  for 


l^0<^ 


lepengent  investl'gatj 

Para .  2 .   Last  sentence  does  not  refer  to  document  discussed 
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in  first  sentence  but  rather  to  the  Leach  3  page  letter  with  the 
14  page  attachment  —  sv;gg«st~delete~and.-^ange  cite  to  pg.9. 


Patra.ll.   Line  5  after  "matter"  ,d€late  "who  in  turn 
contacted  ^TC  to  determine  how  Stephens 'had  been  hired  and | add 
"and  then  relayed  fhat  informat^h  back  to  either  Podesta  or 
SteinerA"  ^Revise  cite  to  pgs^/56-57.   Add  last  sentence:  /"Ms. 
Hanson  stated  that;  she  was  ^^ed  by  Mr-'  Altman  directly  or 
through  Stealer  tp  call  Ellen  Kulka  an(S  find  ojit  how  Stephens  had 
been -hired.;  she  was  certain  that  she  )aiew  the^process  but  called" 
and  had  cohf  i^^ed  "-that^e  was  hired  th^ou^lr  the  normal  PTC  l^al 
contracting\pr<scess."  (Hanson  (2)  pgs.  1^19) 


considei^ip^' 


FLTC  1^2 


and  replace  with  "was 


Para.  4.   Line  3  Revise  to  read  "that  Altman  should  not  be 
quite  so  definitive  about  announcing  his"   Line  4,  after  CEO  add 
"at  the  end  of  his  term  but  it  was  his  decision." 

Para.  6.   Ljjve  3  ,jrfrB^;_J>iotriT^"- and  "announce"  tliat""h^ would" 


:o  pg  70-71 

\v 

ParaV  5.   Revise  to  read  Eggleston  stated  that; h^  called 
Hanson  to  ask  it  were  truo  that  Jay  Stephens  was  a^law^^er  at 
Pillsbury  and  she  did  not  answer  the  question.  ''' 


Page  17 


e   to— pge    58-6T 
ise~"oi-te~~tQ  .pgT---a.. 


0  1  4  9  0  l 
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Para.  1  delete  "regarding— thc-xecusal"  and  replace  with 
"explaining  his  recusa>-decision . " Revlse^cite  to  pgs.  51-52, 


0  J  4  !:♦  3  ^ 
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CC: 
CC: 


Ja»«a   Cotto* 


Rais«  CeMirio 
Rob«r^  Caacm 


CONFIDENTIftL 
CONFIDENTIAL 


0   U  N 

1.8-Jul-r894    08:33pa   EST 
rr«ncln«  K«rn«r 

EK  \ 

CXMJMSSl,  \ 

(202)    1SJ2-10«0 


(    CXJTTOS    ) 

(    CESABIO    ) 
(    CESCA    ) 


Subject:    McClarty  (Interview/White  House 


1        i  I       I 

McCl*rty'8  \8«cr«tary  called   to   say     h«  needs  to  be  soBevhere  else 

at   6:lSpH      and   needed   to   see      us   at    S:00p«.  I    aald,    "OK;"        Not 

much  else   to  say.  /       / 

Also,  Jane  Sherburne  says  she  would  like  to  see  our  transcripts 
to  see  whether  there  are  inconsistencies  vith  Hh^ta  House 
interviewe.\  She  would  tell  us  where  signif icant/inconsistencies, 
If  any,  exist  l^tween  our  transcripts  and  th^^  intervieys.  What 
do  you  thin)c?\    \  ^'^  ^ 


Franc  in* 


365 
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DEPARTMENT  OP  TWE  TREASURY 
WASMINOTON.  C  C     I0220 


July  23, 


By  HAKD        ^  '  \. 

"  "^^  \ 

Jane  Sherburn,  Esquire 
Office  of  the  White  House  Counsel 
The  White  House 
Washington,  D.C. 

Dear  Jane: 

Enclosed  are  copies  of  the   transcripts  of   all  but   one 
of   the   interviews   conducted  by  the  Treasury  Inspector  General   as 
part  of  his   investicaticr.  intc  contacts  between  Treasury  and 
White   House  officials   ccncernlng  Madison  Guaranty.      We  have  not 
yet   received  the   transcript  of  the  interview  of  Mr.   Mclarty. 

As   we  discussed,    these   transcripts   are  being  provided 
to   you   solely  tc   assist   you   in  tr.e  preparation  for  Mr.    Cutler's 
testir.ony  before   the  House  and  Senate  3ani;ing  Ccr-tiittee  hearings. 
You  have  agxeed  that  the   transcripts  we   are  providing-  to   you  with 
this    letter  will   not  be   disclosed  p'jblic,Ly^r  shown   to^ 
individuals    fother   than  Mr.   Cutler)    who'may  be   called  is 
witnesses   by.  either   CotiuTiittee   ur.til    suci;    ,...id   ob   we    advise    you 
that   this   restriction  is  no   longer  necessary.      Similarly,    ycu 
have   agreed  not    to   disclose   these   transcripts   to  counsel    for   any 
such   individuals.      Please  let  me   icr.ow  imniediateiy  if  ."ny 
understanding  of  our  agreement   is  not  correct. 

Sincerely, 


rtepherr'J.   McHal'e- 

Deputy  Assistant  'G'eneral  Counsel 

iAdministrative   i   General   Law) 


687 
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BOMB  SEARCH 

OKLAHOMA  CITY  (AP) 

The  search  for  bodies  in  the  bombed-out  federal  building  was  halted  early 
Friday  as  firefighters  found  the  remains  of  all  but  two  of  the  victims. 
Assistant  Fire  Chief  Jon  Hansen  said.  The  grim  discovery  m  the  last  6-foot  pile 
of  rubble  brought  the  death  toll  to  165.  Hansen  said  the  missing  bodies  were 
those  of  two  adults.  Among  the  sets  of  about  20  remains  uncovered  late  Thursday 
were  those  of  the  last  three  children  unaccounted  for  m  the  April  19  terrorist 
bombing . 


WHITEWATER 

WASHINGTON  (AP) 

Bruce  Lindsey,  a  White  House  lawyer  and  one  of  President  Clinton's  closest 
advisers,  is  reportedly  a  target  of  the  Whitewater  investigation.  Sources  said 
prosecutors  are  looking  at  whether  Lindsey  tried  to  conceal  bank  withdrawals  by 
the  1990  Clintor.  gubernatorial  campaign,  when  he  was  its  treasurer.  A 
presidential  spokesman  says  Clinton  is  convinced  Lindsey  ''did  nothing  wrong.'' 


O.J.  SIMPSON 

LOS  ANGELES  (AP) 

DNA  tests  suggest  that  blood  under  Nicole  Brown  Simpson's  fingernails  was 
hers,  a  police  chemist  testified,  puncturing  a  defense  theory  that  she  clawed  a 
mysterious  killer.  A  preliminary  test  showed  the  blood  didn't  match  either  O.J. 
Simpson's  or  the  victims',  and  the  defense  seized  on  that  to  bolster  its  theor'/ 
.tnat  someone  other  than  Simpson  killed  nis  ex-wife  and  ner  friend. 


BRITAIN  ELECTIONS 
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LONDON  (AP) 


John  Major's  governing  Conservative  Party  has  been  nearly  obliterated  in 
local  elections,  reduced  to  controlling  a  handful  of  town  halls  in  England  and 
routed  in  Wales.  The  left-of -center  Labor  Party  had  its  best  showing  m  30 
years,  winning  nearly  50  percent  of  the  vote  in  Thursday's  local  elections, 
which  were  the  Conservatives'  worst  electoral  disaster  ever. 


SURGEON  GENERAL 

WASHINGTON  (AP) 

Senate  Democrats  are  increasingly  upbeat  about  winning  the  confirmation 
battle  for  Dr.  Henry  Foster  as  surgeon  general  if  they  can  just  get  a  floor 
vote.  But  Senate  Majority  Leader  Bob  Dole,  R-Kan.,  has  said  he  may  not  call  up 
the  nomination  for  a  vote. 


ECONOMY 

WASHINGTON  (AP) 

With  most  signs  pointing  to  a  softening  economy,  analysts  and  financial 
markets  are  anticipating  that  the  job  market  will  start  to  slow  down.  But  some 
analysts  say  there  is  a  chance  of  surprising  payroll  growth  that  would  cast 
doubt  on  the  widely  held  belief  the  economy  has  begun  a  hoped-for  soft  landing  a 

slowdown  without  a  recession.  The  Labor  Department  will  announce  April 
employment  figures  Friday. 


MARKETS 

TOKYO  (AP) 

Stock,  foreign  exchange  and  other  financial  markets  in  Japan  were  closed 
Friday  for  a  national  holiday.  They  resume  full  activity  Monday. 


WINE  BENEFITS 

LONDON  (AP) 

While  drinking  alcohol  might  make  you  live  longer,  wine  works  better  than 
.hard  liquor,  a  new  Danish  study  suggests.   The  10-year  study  of  13,285  men  and 
women  found  people  who  drank  three  to  five  glasses  of  wine  a  day  lived  longer 
than  those  who  abstained.  Hard  liquor-drinkers  died  sooner,  and  beer  had  no 
impact.  The  findings  are  to  be  published  in  Saturday's  issue  of  The  British 
Medical  Journal.  But  it  still  isn't  clear  that  the  benefits  outweigh  the  risks. 
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SPORTS 

INGLEWOOD,  Calif.  (AP) 

Nick  Van  Exel  scored  34  points  and  Vlade  Divac  added  23  as  the  Los  Angeles 
Lakers  defeated  Seattle  114-110  Thursday  night  to  win  the  best-of-5  series  3-1 
and  make  the  SuperSonics  first-round  playoff  failures  for  the  second  year  in  a 
row. 
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he  White  l^xise 


u 


DATE: 
TO: 
-CArSfMIIJ;  NTfMBFR 


COUNSEL'S  OFFICE 

I 

FACSIMILE  TRANSMISSION  COVER  SHEET 

I 


/^r/(   {^1 


r\ 


h  7  -<^inr. 


TELEPHONE  NUMBER: 
FROM: ^ 


:^'>vg'-  [i^f 0 


M 


'Ar<^ 


CA^~.  i^L*-^  iSt~< 


TELEPHONE  NUTTER: 
PAGES  (WITH  COVER): 
COMMENTS: 


J^XT^-^^li^ 


H- 


1 


The  clocLLment(s)  accompanying  this  facsimile  trajismitu]  sheet  is  iotended  ooly  for  the  use 
of  the  iudividuaJ  or  entity  to  whom  it  is  addressed.  T^iit  message  rnntain«;  I'nfnrmatinn  which 
^-fflSy  be  pnwleged,  confidential  or  exempt  from  disclosure  under  appL'cable  law.  If  the  reader 
of  this  message  is  not  the  intended  rcdpient,  or  the  employee  or  agent  responsible  for 
delivering  the  message  to  the  intended  redpient,  you  are  hereby  notified  that  any  disclosure, 
dissemination,  copying  or  dislnbution,  or  the  taking  of  any  action  in  rehancc  on  the  contents 
of  this  communication  is  slriclly  prohibited.  If  you  have  received  this  information  in  error, 
please  immediately  notify  the  sender  at  their  telephone  number  stated  above. 

mil' 
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The  President 
January  5,  1994 
Page  2 

3.        The  White  House  should  say  as  little  and  produce  as  few  documents  as 

possible  to  the  press.   Statements  and  documents  likely  will  be  incomplete  or  inconclusive, 

and  could  just  ftjel  the  fires.  r~'i 

I    i 

i^      The  White  House  should  ensure  that  what  statements  it  docs  make  are 
consistent  and  coordinated.   Erroneous  or  conflicting  statements  could  De disastrous;  the 
ihftxon  White  House  brought  huge  trouble  upon  itself  by  issuing  inaccurate,  inconsiistent 
istatements  about  Watergate.   The  Washinpon  Tunes  in  particular  has  been  dissecting  current 
White  House  communications. ,        , *"•  '    •        * '  ■     ^    ', 


5.        Responses  to  official  inq^iriesi- both  written  and  oral  -  must  be  carefully 
Imade.  Even  oral  misstatements  could  result  in  investigations  and  sanctions.   Moreover,  the 
Department  of  Justice,  FBI  and  Park  Pblice  all  leak  unconscionably  (and  aiready~have  as  to 
these  matters),  and  some  officials  obviously  are  inclined  to  atuck  the  White  House's 
handling  of  the  inquiries.  j        I 

;      i 

r*",        6.        The  White  House  should  not  forget  that  attorney-client  and  executive  privileges 
:are  legitimate  doctrines  in  proper  contexts.  While  the  on-going  release  of  Whitewater 
:  documents  to  Justice  seems  appropriate,  Bemie  initially  acted  properly  in  protecting  the 
I  contCTtrof  Vince's  files. ^ 

7.        If  politically  possible,  Janet  Reno  should  stick  to  her  guns  in  not  appointing  an 

I  independent  counsel  for  Whitewater.   An  independent  counsel  —  who  might  pursue  his  or  her 

selfiaggrandizemeat  latliei  than  the  truth — is  a  recipe -fef-i 


8.  The  White  House  must  let  Justice  do  its  investigation  without  interference. 
-Aay  hint  of  attempts  at  interdiction  or  manipulation  would  raise  the  spectre  of  Watergate. 

9.  The  White  House  also  should  avoid  any  future  contacts  with  subjects  of  the 
investigation  that  might  provoke  cover-up  aUegations. 

p  10.      You  should  continue  to  demonstrate  that  you  are  engagpd  fully  in  the  business 

I  of  tunning  the  government  and  not  distracted  by  these  ride  shows.   If  the  press  senses 
concern,  its  efforts  redouble.  \  \ 

iT  Because  you  will  continue  tu  leceive  leporter  questiearaibout  these  matters,  I 
respectfiiUy  suggest  that  you  always  be  prepared  personally  with  a  response  to  the  issues  of 
the  day.  I  expect  that  'no  further  comment*  often  will  suffice. 


u 
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LAV  OFFICES 

WILLIAMS  S  CONNOLLY 

725  TWELFTH  STRlCT  N  W 
WASHINGTON,  D   C    20005 
DAVID  E    KENDALL  (202)  434  5000 

(202)  434-5  1  45  p^^  (202)  434-5029 

January  5,  19  96 


Robert  J.  Giuffra,  Jr.,  Esq. 

Chief  Counsel 

Committee  on  Banking,  Housing  and  Urban  Affairs 

United  States  Senate 

534  Dirksen  Senate  Office  Building 

Attn:   Mr.  Joseph  Kolinski,  Chief  Clerk 
Washington,  u.C.       20510-6075 

Bv  hand 


Dear  Bob: 

I  am  herewith  making  a  supplemental  production  of 
documents  to  the  Whitewater  Committee.   I  enclose  documents  which 
we  have  stamped  DKSN02a928  to  DKSN029043 .   These  documents  were 
discovered  yesterday  by  Ms.  Carolyn  Kuber,  Special  Assistant  to 
the  President/Special  Director  of  Correspondence.   The  documents 
.^pear  to  be  copies  of  Rose  Law  Firm  billing  records  for  the 
firm's  Madison  Guaranty  representation  in  the  mid-1980's.   From 
the  run  date  on  the  Client  Billing  &  Payment  History  (February 
12,  1992),  the  copies  appear  to  have  been  collected  early  in  the 
1992  Presidential  campaign.   Upon  review,  it  is  clear  that  these 
records  confirm  our  earlier  sta.  -nents  about  the  nature  and 
amount  of  Mrs.  Clinton's  work  on  this  representation,  but  I  am 
pleased  that  the  Committee  can  review  them  and  resolve  any 
questions  about  Mrs.  Clinton's  work  for  itself. 

We  are  producing  copies  of  the  documents  Ms.  Huber 
discovered  --  the  originals  have  been  furnished  to  the 
Independent  Counsel . 

Sincerely, 


David  E./  Kendall 


Enclosures 

cc :   Lance  Cole,  Esq. 

DEK/bb 
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Re^peasfofKote  Law  Firrnlo 
JntetTo^atory  Propounded  by  the  S  pedal 
y^Cotamitttt  to  Investigate  Whitewater 
)evelopment  Corporation  aad  Related  Matters 


Intyrrogatof 

Plc/sc  list  every  person  who  had  access  :o,  or  had  knowledge  of,  Rose  Law  Firm  ^es 
cr^itled  "A3530.1  Madison  Guaranty  Lid.  Pmshp  Application/Broiceragc  Acdviiies;  AJ53d2 
Madison/Guaranty-Net  Worth-(1985)  Preferred  Stock  Offering  and  A3530.3  Madisob 
G  iaranty  Prcfcned  Stock  Offering  (Corporate)"  or  any  other  files,  including  time  sheets  am  i 
biling  records,  related  to  work  performed  by  the  Rose  Law  Finn  on  behalf  of  Madisor 
G  laianty  Savings  &  Loan  prior  to  November  22,  1993. 


Response: 

Ro^e  Law  Firm  ("Rose")  has  produced  the  files  identified  above  to  the  Commit^e. 

Ir 


i    They  tjcar  i^e  following  production  numbers 


A35^.1 

Madis 

Applicat 


jranty  Ltd.  Ptnshp 
jkcrage  .Activities 


A3530.2 

Madison  Guaranty-Nei  Worth- 

(1985)  Preferred  Stock  Offering 

A3530.3  I 

Madison  Guaranty  Preferred 
Stock  Offering  (Garporatc) 


Production  Numbers 


RS  0003S2<  RS  000642 
i 


RS  000643  -  RS  000674 
J 


RS  000675i-  RS  000722 

i      j 

undshe 


I 


In  addition  Rose  has  produced  all  of  the  accounting  records,  billing  records  and 
relating  to  Madison  Guaranty  that  arc  still  in  existence  at  the  firm  after  nearly  eleven 

Rose  cannot  be  sure  of  the  names  of  all  persons  who  had  access  lo  or  knowled^  of 

V _J -^ 

files  re  lating  UTMatfaaon  Guaranty  pnor  to  November  22,  1993.  The  files  listed  above  were 
creat^c  1  by  Richard  Massey  of  Rose,  and  he  and  his  secretary  had  access  to  them.   At  some 
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point,  thosf  ffles  were  sent  to  Ros^ls-fcmoti  storage  wafetrottsc^hcrc  Rose's  stora^  file 
clerks  had  knowledge  oMnd  access  to  them.  While  in  the  remote  storagBsiacility,  any\)f 
Rosc^  attorneys  Of  adniinistratois  theoretically  bad  the  ability  to  retrieve  themX  In  early 
1991  Mr.  Majsey  gave  the  files  or  copies  of  them  to  Vincent  Foster.  The  original  fllesswere 
removed  torn  Rose,  although  Rose  does  not  know  when  they  were  removed,  who  removed 
them  or  who  bad  access  to  them  while  they  were  outside  the  firm.  Rose  understands  that 
Mr.  Hupbell  possessed  those  files  in  1993  and  delivered  them  to  David  Kendall.  Mr 
Kendall  pent  them  to  Rose  on  November  22,  1993,  and  Rose  carefully  preserved  the  file: 
ihereaftc 

InVddition,  Rose  attorneys  Richard  Donovan  and  Herbert  Rule  had  files  relaiihg 
to  thcV  v/ot^  for  Madison  Guaranty.  Those  attorneys  and  their  secretaries  had  knowledge 

of  and  ^css\to  their  files  when  thev  were  active  matters.    Rose  believes  that  Mr.  Rule's 

I         \     \  1  '  I  /  X 

onginal  filbs  wc>e  returned  t*  the  client  in  1986.    The  remauiing/files..w^re  sent  to  the 


i/\m\ 


reinotc  storage>waiebouse  wlftre  Rose  storage  file  clerks  would  ha\lchadJcnQwledge-ef-aiKl 
access  to  them.  As  vCid)  Mr.  Massey's  files,  theoretically  any  Rosclanomey  or  administrator 
had  the  ability  to  retrieve  them.   Those  files  alst  have  been  produced  jto  the  Committee, 
and  they  are  numbered  RS  000001  to  RS  000161  and  RS  000184  to  RS  000199. 
M  With  respect  to  timeshccts,  the  practice  varies  from  anomcy  to  attorney.    In  1985- 

I  1986,  the  attorneys  and/or  their  secretaries  submitted  tytocwritten  timeshects  to  iheVnnn's 
accounting  department,  which  keyed  the  information  into  thej  accounting  computer, 
accounjin^  dcpaniaent  did  not  reiam  the  typed  timcshcets,  primarily  because  the  billing 


memorindu 


is-  Itstiftg-of-  ajutenipOrancounfce  entries.     Each  anomey 
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decided /Aether  lo  retain  ajcopy  of  his  or  her  timcsheets  for  hisoriKtown  files.  Likewise, 
each  attorney  coulA<lccide  how  long  to  keep  his  or  her  own  timcsheets.  Ortfaose  attorneys 
wh(/ kept  timexfieets.  some  would  keep  copies  in  their  files  near  their  office,  whHe  others^ 
lit  old  tinrcsheets  to  the  remote  warehouse.  The  length  of  time  that  timcsheets  werX  kept 
vlricd  aihong  the  anomeys.  In  addition,  the  firm  consistently  encourages  attomeyA  to 
rfcview  liieir  lists  of  files  in  the  remote  storage  facility  to  identify  files  that  are  unneeded  a 
in  be  discarded.  For  example,  a  concened  effort  to  eliminate  unnecessary  files  wi  s 
undcrtiken  during  the  summer  of  1988. 

lose  has  produced  to  the  Comminee  the  tiraeshccts  of  Thomas  Thrash,  Davis 

ATh\mas\Richard  Donovan  and  Rebecca  Arnold,  which  are  the  only  timcsheets  relaujig  to 

W^adiSon  Oiiaranty  that  are  still  in  existence  after  nearly  eleven  years.  Rose  has  nof^ocatcdy 

^mcsheteis  fokother  anomeys  who  worked  on  matters  for  Maflison  Guaranty^luding  Mrs  j 

tninton.     Rosc\elieves  that  Mrs.  Qimon's  timeshccts  from  19$5-T986  probably  were 

discarded  in  1988  ^  part  of  the  concened  cffon  made  by  the  finn-tcrredTlc^TBrcbsis  of 

keeping  unneeded  documents.   (5e£  Document  No  RS  002371\) 

With  respect  to  other  billing  records,  the  billing  records  for  each  fiscal  tear  are  kept 


flic 


1 


in  Rose's  accounting  department  during  that  fijcai  year.    Sopciime  after  the||end  of  each 

fiscal  year,  the  firp's  billing  records  are  boxed/and  sent  lo  tie  remote  storage  warchousfe. 

Rofcis  accounting  staff  has  knowledge  of  and  access  lo  those  records.    Theoretically,  any 
ittoniey  in  the  firm  also  could  a^sk  to  review  any  of  the  bills  in  the  possessiort  o 
.ccDun\i(»g  depamncrit.    In  1989  or  1990.  a  Rose  partner  working  on  the  figa Jjtig;  iN^n 

reDicved  the  billing  records  (or  the  firm's  prior  work  for | Madison  Guaranty  whca  h 


i 
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learned  dur)ifg  the  Frosi  litigadonthat-ihc-finn  prevlmisty-liaiijreprcscntcd  Madlspn 
Guarantj/  He  brought  t^&^attcr  to  Mr.  HubbeU's  attention  and  gave  Mr>xHubbell  the\ 
billing  records.  Th^^osc  partner  was  assured  by  Mr.  HubbcU  a  few  days  later 'tt^at  the 
prior  represenianon  had  been  disclosed  to  the  RTC.  Rose  does  not  know  what  Mr.  HubocU 
did  With  the/records.  It  is  Rose's  understanding  that  Mr.  Hubbell  and/or  Mr.  Foster 
wed  the  billing  records  for  Madison  Guaranty  in  approximately  February  1992,  but 
non:  of  tros  attorneys  or  employees  presently  at  Rose  has  any  personal  knowledge  about 
events.  Both  before  and  after  that  time,  Rose's  accounting  department  made  a 
iffort  to  discard  old,  unnecessary  records,  and  Rose  believes  that  most  of  its 
1985  were  discarded. 


i 


I  have  reviewed  the  answer  s^  forth 
above  and  it  is  true  and  corpeth  to  the 
;bcst  of  my  knowledge  >ased  on  my 
Ipersonal  knowledgc^^and  information 
Iprovided  to  me. 


T'Z/m^ 


I  Subscribed  and  sworn  to  before 
on  this  the  J2l^y  of  January,  1996 
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TO:  Wilhela/Llndsey  Marcii  13,  19  9: 

FROM:  Loret^a  Lyncii  and  Diane  aiair 

R£:  Questions  to  be  Ansvered 


There  are  prioritiy  queswions  whicii  we  have  exiiauszed  other  avenues 
of  Inguiry  on.  Despite  considerable  effort  by  the  defense  teaa  and 
exhaustive  review  of  documents  available  to  us,  questions  remain 
that  simply  must  be  ansvered  by  Hillary  and  3ill  themselves. 


1.  Did  Bill  Clinton  solicit  a  retainer  agreement  for  the  Rose  Lav 
Firm  from  Jim  McDougal?  If  so ,  vhen  did  that  happen  and  what 
were  its  terms?  Who,  other  than  Jim  and  Susan  were  orivy  to 
that  discussion? 

2 .  Was  there  a  time  when  Bill  did  encourage  people  to  give 
Hillary  legal  busa.ness?  If  so  when,  who  did  he  encourage,  and 
who  might  confirm  that  to  the  press? 

3  .  Why  did  BC  taJce  out  a  3K  loan  from  the  BanJc  of  Cherry  Valley? 
Was  it  related  to  WWDC?   In  what  way? 

4.  Why  did  BC  write  a  320,744  checJc  to  Madison  Bank  on  2/2/32? 
How  was  it  related  to  WWDC? 


5.  Did  they  ever  asJc  the  McOs  any  questions  about  the  management 
of  the  property? 

S.  Is  there  some  reason  (other  than  .»lcDougal's  express  request) 
to  explain  the  appointment  of  John  Latham,  Madison  Guaranty 
SiL's  CEO,  to  the  SiL  Board  in  1935? 

7.  When  was  the  Rose  Law  Firm  put  on  retainer  by  .McO  and  for  what 
business  (LL  has  asJced  Webb  Huhbell  this  question  numerous 
times.  The  answer  continues  to  change,  despite  the  repeated 
press  inquiries  on  this  exact  point) . 
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RELATED  TO  THE  DEMISE  OF  THE  MADISON  GUARANTY  SSL  .    .  .  IN  1986 

FEDERAL  HOME  LOAN  BANK  EXAMINERS  BEGAN  AN  EXAMINATION  OF  MADISON 
GUARANTY'S  RECORDS.  BY  THAT  TIME,  MCDOUGAL  WAS  NOT  AN  OFFICER  OF 
THE  SSL;  HE  WAS  PRESIDENT  OF  MADISON  DEVELOPMENT  —  ONE  OF  THREE 
INDEPENDENT  SL'BSIDIARISS  OF  MADISON  GUARANTY.  ...  IT  WAS  NOT 
UNTIL  A  FULL  AUDIT  WAS  CONDUCTED  IN  198  6  THAT  THE  S&L  WAS 
DETERMINED  BY  FEDERAL  BANK  EXAMINERS  TO  BE  INSOLVENT  FOR 
INSUFFICIENT  CAPITAL  —  PRIMARILY  BECAUSE  DURING  THE  1986  .\UDIT 
FEDERAL  EXAMINERS  DEVALUED  A  NUMBER  OF  ASSETS  ON  THE  BOCKS  OF 
MADISON  GUARANTY.  THIS  AUDIT  HAD  NOTHING  TO  DO  WITH  THE  STATE'S 
SECURITIES  COMMISSION  OR  ITS  COMMISSIONER,  BE^/ERLY  BASSETT. 

5.  "The  aew  commissioner  approved  two  novel  proposals  to  help 
keep  the  savings  and  loan  alive  that  were  offered  by  Hillary 
Clinton,  Gov.  Clinton's  wife  and  a  lawyer.  She  and  her  fira 
had  been  retained  to  represent  the  savings  institution." 

THE  ROSE  LAW  FIRM  (OF  WHICH  HILLARY  CLINTON  IS  A  PARTNER)  WAS 
RETAINED  TO  REPRESENT  MADISON  GUARANTY.  THE  BUSINESS  WAS  BROUGHT 
TO  THE  FIRM  NOT  BY  HILLARY  CLINTON,  BUT  BY  RICHARD  MASSEY,  LONG- 
TIME FRIEND  OF  JOHN  LATHAM,  MADISON'S  CZO .  HILLARY  CLINTON  DID  NOT 
INTERVENE  OR  ATTEMPT  TO  INFLUENCE  ANY  MATTER  CONCERNING  MADISON 
GUARANTY  WITH  THE  STATE  SECURITIES  COMMISSION  OR  ANY  OTHER  STATE 
REGULATOR.  RICK  MASSEY,  NOT  HILLARY  CLINTON,  WAS  THE  ROSE  FIRM'S 
LAWYER  WHO  MET  WITH  STATE  REGULATORS  TO  DISCUSS  PROCEDURES  TO 
IMPROVE  THE  S&L'S  FINANCIAL  RESERVES,  PROCEDURES  THAT  WERE  BEING 
USED  BY  THE  FEDERAL  GOVERNMENT  TO  STABILIZE  FEDERAL  3&LS  AT  THE 
TIME  THEY  WERE  PROPOSED  BY  MASSEY. 


THE  STEPS  TAKEN  TO  ENHANCE  MADISON'S  FINANCIAL  POSITION  WERE  IN 
LINE  WITH  OTHER  STATE  AND  FEDERAL  ACTIONS  IN  OTHER  CASES.  NO 
PREFERENTIAL  TREATMENT  WAS  GIVEN  TO  MADISON,  AND  THE  ARKANSAS  SiL 
ADMINISTRATOR  HAS  SINCE  ALLOWED  OTHER  SiLS  TO  ISSUE  PREFERRED  STOCK 
IN  ORDER  TO  ENHANCE  THEIR  CAPITAL  RESERVES,  JUST  AS  RICK  MASSEY  HAD 
PROPOSED  IN  1985. 

MR.  MCDOUGAL 'S  LAWYER,  SAM  HEUER,  CONFIRMS  THAT  BEVERLY  BASSETT 'S 
APPCINT.MENT  HAD  NOTHING  TO  DO  WITH  AND  COULD  NOT  HAVE  BEEN  RELATED 
TO  THE  DEMISE  OF  MCDOUGAL 'S  SiL.  MR.  HEUER  FURTHER  CONFIRMS 
STATEMENTS  GIVEN  TO  THE  TIMES  BY  BASSETT  TWO  WEEKS  AGO  THAT  "IT  WAS 
NOT  UNTIL  A  FULL  AUDIT  WAS  CONDUCTED  IN  1986  THAT  THE  S&L  WAS 
DETERMINED  BY  FEDERAL  BANK  EXAMINERS  TO  BE  INSOLVENT  FOR 
INSUFFICIENT  ASSETS." 


THE  PRIMARY  JOB  OF  THE  STATE  SECURITIES  COMMISSIONER  IS  NOT  TO 
REGULATE  THE  S&LS,  WHICH  MUST  ABIDE  BY  THE  FINANCIAL  REQUIREMENTS 
SET  BY  THE  FEDERAL  GOVERNMENT.  THE  PRIMARY  PURPOSE  OF  THE  STATE 
SECURITIES  DEPARTMENT  IS  TO  OVERSEE  AND  ENFORCE  STATE  REQUIREMENTS 
REGARDING  THE  INTRA-STATE  TRADING  AND  ISSU.\NCZ  OF  SECURITIES. 

-  3  - 
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HEADLINE:  FALLOUT  FROM  COLLAPSE  OF  S&L  SHADOWS  CLINTON; 

INQUIRY:  TWO  TARGETS  OF  CRIMINAL  PROBES  CHARGE  THAT  THE  THEN-GOVERNOR  HAD  A  ROLE 

IN  THE  DEBACLE.  THE  WHITE  HOUSE  STRONGLY  DISPUTES  THE  ALLEGATIONS. 

BYLINE:  By  WILLIAM  C.  REMPEL  and  DOUGLAS  FRANTZ,  TIMES  STAFF  WRITERS 

DATELINE:  LITTLE  ROCK,  Ark. 

BODY: 

The  1989  failure  of  a  small  Arkansas  savings  and  loan  has  triggered  criminal 
probes  targeting  some  of  President  Clinton's  oldest  friends  and  political 
allies,  compelling  the  President  repeatedly  to  deny  allegations  that  he  had  a 
role  in  the  debacle. 

One  of  those  longtime  Clinton  associates  is  James  B.  McDougal,  former  owner 
of  the  ill-fated  Madison  Guaranty  Savings  &  Loan,  who  told  The  Times  that  he 
hired  the  then - governor ' s  wife,  attorney  Hillary  Rodham  Clinton,  in  1984  because 
Clinton  said  his  family  needed  financial  help. 

David  Hale,  another  longtime  political  supporter  and  former  Clinton-appointed 
judge  who  is  currently  under  federal  indictment  for  loan  fraud,  said  he  made  a 
$300,000  loan  to  McDougal 's  wife  in  1986  after  Clinton  personally  asked  him  to 
help . 

That  loan,  backed  by  the  Small  Business  Administration  that  subsidized  Hale's 
investment  company,  was  never  repaid. 

McDougal  has  acknowledged  that  $110,000  of  that  SBA-backed  loan  was  invested 
in  an  Ozarks  real  estate  venture  in  which  the  Clintons  were  half -owners. 

Both  claims  --  that  the  governor  lobbied  the  ailing  thrift  to  hire  his  wife 
and  that  he  urged  Hale  to  loan  money  that  went  into  a  Clinton-owned  business  -- 
have  been  strongly  disputed  by  the  White  House.  Clinton  told  reporters  last  week 
that  he  and  his  wife  had  done  nothing  improper. 

But  such  allegations,  raising  questions  about  possible  conflicts  of  interest 
and  abuse  of  office  by  the  then-governor  of  Arkansas,  continue  to  be  nettlesome 
because  they  are  coming  not  from  Clinton's  critics  but  from  some  of  his  oldest 
friends  and  supporters. 

Take,  for  example,  the  story  behind  Hillary  Clinton's  legal  retainer. 

The  matter  first  became  an  issue  during  last  year's  presidential  campaign 
when  it  was  disclosed  that  Hillary  Clinton  had  represented  the  savings  and  loan 
in  an  appeal  for  favorable  action  by  the  state  securities  commissioner,  an 
appointee  of  her  husband,  the  governor. 
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What  had  not  been  previously  reported  was  McDougal's  explanation  for  hiring 
the  governor's  wife.  He  provided  this  account  in  a  recent  interview  with  The 
Times : 

Early  one  morning  about  nine  years  ago,  McDougal  answered  a  knock  at  his 
office  door  from  a  winded  and  sweating  Clinton,  out  on  one  of  his  morning  jogs. 
Clinton  was  then  struggling  to  retire  campaign  debts  and  to  make  ends  meet  on 
his  $35, 000-a-year  salary.  The  governor  expressed  concern  about  his  family's 
financial  condition  and  told  McDougal  that  "things  were  tight,"  requesting  that 
the  savings  and  loan  send  some  business  to  Hillary  Clinton  through  her  law  firm. 

"I  asked  him  how  much  he  needed,  and  Clinton  said  'about  $2,000  a  month'  " 
McDougal  said.  Later  that  day,  the  Madison  Guaranty  owner  said,  he  directed  an 
S&L  executive  to  immediately  put  Hillary  Clinton's  Rose  Law  Firm  on  retainer  for 
that  amount . 

"I  hired  Hillary  because  Bill  came  in  whimpering  they  needed  help,"  McDougal 
told  The  Times.  He  said  he  had  no  specific  legal  work  in  mind  when  he  hired 
Hillary  Clinton. 

McDougal  said  he  recalled  the  event  vividly  because  he  was  so  uncomfortable 
in  the  meeting  --  not  over  the  retainer  issue,  but  because  throughout  that 
morning  conference,  Clinton  sat  sweating  in  McDougal's  new  leather  desk  chair, 
an  expensive  gift  from  his  wife. 

There  is  no  dispute  that  Hillary  Clinton  subsequently  went  on  retainer  for 
Madison  Guaranty  at  $2,000  a  month.  But  White  House  Press  Secretary  Dee  Dee 
Myers  said  Clinton  never  sought  business  for  his  wife. 

"The  President  had  nothing  to  do  with  it,"  Myers  said.  "He  never  solicited 
business  for  the  Rose  Law  Firm  or  his  wife.  This  never  happened." 

McDougal,  who  was  acquitted  in  1990  of  loan  fraud  charges  stemming  from  his 
SiL's  collapse,  acknowledged  that  he  is  the  subject  of  a  renewed  criminal 
investigation  into  other  aspects  of  the  thrift's  failure. 

But  White  House  efforts  to  discredit  McDougal  pose  something  of  a  dilemma 
since  he  was  once  a  close  friend  and  business  partner  of  Clinton.  It  was  their 
business  arrangement  that  first  brought  Clinton  some  political  embarrassment. 

Early  in  the  1992  presidential  campaign,  the  New  York  Times  disclosed  their 
partnership  in  a  speculative  land  venture  called  Whitewater  Development.  The 
Clintons  and  McDougals  shared  50-50  interest  in  the  Ozarks  project  from  1978 
until  the  very  eve  of  the  presidential  inauguration. 

The  Clintons  reportedly  lost  money  in  the  deal.  However,  the  press  account 
questioned  whether  the  governor  should  have  been  in  any  kind  of  business 
relationship  with  the  owner  of  a  state-regulated  savings  and  loan. 

Compounding  concerns  about  such  potential  conflicts  of  interest  was  the 
disclosure  that  Hillary  Clinton,  while  on  retainer  to  Madison  Guaranty,  had 
represented  the  S&L  in  its  appeal  to  the  state  securities  commissioner. 

Last  week,  the  Washington  Post  reported  that  federal  investigators  are  trying 
to  determine  whether  McDougal  may  have  improperly  used  Madison  Guaranty  funds 
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Co  help  Clinton  retire  his  1984  campaign  debt. 

In  April,  1985,  the  S&L  hosted  a  fund-raiser  at  its  Main  Street  office  to 
raise  $35,000  for  Clinton.  Investigators  suspect  that  $12,000  of  that  money  may 
have  come  from  overdrafts  at  the  faltering  financial  institution.  At  the  time, 
McDougal  was  trying  to  get  state  approval  to  raise  new  capital  for  the  savings 
and  loan  through  various  unconventional  means. 

That  approval  later  was  granted  after  an  exchange  of  correspondence  between 
the  newly  appointed  state  securities  commissioner  and  the  Rose  Law  Firm,  one  of 
which  was  addressed  to  "Dear  Hillary." 

Hillary  Clinton  has  said  she  did  only  minimal  work  on  the  appeal  and  that 
there  was  no  conflict  of  interest  involved.  Beverly  Bassett  Schaffer,  the 
Clinton-appointed  securities  commissioner,  said  in  an  interview  that  Hillary 
Clinton's  role  did  not  influence  her  approval  of  the  appeal. 

Ultimately,  the  state -approved  capitalization  plans  were  not  implemented,  in 
part  because  Madison  Guaranty's  financial  condition  deteriorated  too  rapidly. 

Meanwhile,  during  the  same  period  that  Madison  Guaranty  was  helping  Clinton 
raise  campaign  money  and  paying  a  legal  retainer  to  the  governor's  wife,  the 
state  sent  some  business  Madison  Guaranty's  way  as  well.  A  state  of  Arkansas 
revenue  office  rented  a  vacant  building  controlled  by  the  S&L.  McDougal, 
according  to  published  accounts,  said  Clinton  had  helped  him  get  the  contract. 

By  early  1986,  however,  the  condition  of  Madison  Guaranty  was  sufficiently 
perilous  that  McDougal  and  others  were  especially  concerned  about  a  pending 
federal  examination  of  their  books  and  records. 

McDougal  denied  knowledge  that  his  S&L  was  in  trouble,  but  a  previous  bank 
examination  in  1984  had  already  cited  Madison  Guaranty's  extensive  real  estate 
loans  to  entities  controlled  by  McDougal  and  his  associates. 

Examiners  warned  that  the  "viability  of  the  institution  is  jeopardized 
through  (its)  current  investment  and  lending  practices  in  real  estate 
development  projects." 

Records  show  that  McDougal  had  invested  heavily  in  a  number  of  real  estate 
development  deals,  some  of  them  with  politically  prominent  people.  Those  loans 
and  investments  would  result  in  another  scathing  bank  examination  report  in 
1986. 

It  was  in  anticipation  of  such  criticism.  Hale  said,  that  McDougal  asked  him 
for  help.  It  also  is  the  origin  of  another  disputed  link  between  the  failing  S&L 
and  Clinton. 

In  a  series  of  interviews.  Hale  provided  this  account: 

It  was  around  February,  1986,  when  he  was  called  to  a  meeting  with  Clinton  in 
one  of  McDougal 's  real  estate  development  offices  on  the  outskirts  of  Little 
Rock. 

At  the  time.  Hale  operated  a  family  investment  firm  called  Capital -Management 
Services,  which  loaned  out  venture  capital  to  minority  and  disadvantaged 
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borrowers  and  which  was  subsidized  by  the  SBA.  According  to  Hale,  McDougal  had 
previously  asked  him  to  help  clear  up  some  potentially  troublesome  obligations 
involving  "the  political  family"  on  the  Madison  Guaranty  books.  He  said  he  came 
to  learn  that  the  family  included  Clinton,  although  he  did  not  know  details  of 
the  governor's  involvement  with  McDougal  or  the  S&L. 

On  one  occasion,  when  Hale  happened  to  be  waiting  for  a  ride  on  the  steps  of 
the  state  Capitol  as  Clinton  passed,  he  said  the  governor  approached  and  asked 
if  Hale  was  going  to  be  able  to  "help  Jim  and  me  out." 

Hale  was  a  prominent  Arkansas  Democrat,  and  he  and  his  family  were  longtime 
political  supporters  of  Clinton.  When  the  governor  created  the  state's  first 
municipal  small  claims  court,  he  named  Hale  as  its  first  judge.  By  early  1986, 
Hale  was  running  the  biggest  court  in  the  state. 

"I  knew  I  had  to  help.  There  never  was  any  question,"  Hale  said. 

At  the  February  meeting  with  Clinton  and  McDougal,  Hale  said  discussions 
centered  on  how  to  structure  a  $150,000  loan  using  Hale's  SBA-backed  fund. 

"Bill  said  they  could  use  some  raw  land  in  the  Ozarks  as  collateral,  but  that 

his  name  couldn't  appear  on  any  of  the  documents,"  Hale  said,  noting  that  he 

declined  the  offer  of  raw  land  as  security  since  the  SBA  did  not  consider  it 

reliable  collateral. 

They  agreed.  Hale  said,  to  make  the  loan  in  the  name  of  Susan  McDougal,  the 
Madison  Guaranty  owner's  wife.  Hale  said  that  some  days  after  the  meeting  with 
Clinton,  McDougal  asked  Hale  to  raise  the  loan  amount  to  $300,000.  The  increase 
was  not  discussed  with  Clinton,  he  said. 

The  White  House  said  last  week  that  Clinton  had  no  recollection  of  any 
meeting  with  Hale  about  a  loan.  McDougal  also  said  the  meeting  never  occurred. 

However,  not  in  dispute  is  the  fact  that  Hale  did  make  a  $300,000  loan  to 
Susan  McDougal,  doing  business  as  Master  Marketing.  What  happened  to  most  of  the 
money  remains  a  mystery. 

According  to  McDougal  and  documents,  $110,000  of  that  loan  went  toward  a  down 
payment  on  land  for  the  Clinton-McDougal  Whitewater  Development  project. 
McDougal  said  he  made  that  investment  without  consulting  the  Clintons  and  the 
land  was  later  lost  to  foreclosure. 

The  $300,000  loan  to  Susan  McDougal,  now  divorced  from  the  former  thrift 
owner,  also  went  into  default,  contributing  to  a  financial  crisis  in  Hale's 
SBA-backed  fund  that  he  contends  led  to  his  current  legal  problems.  In  July,  he 
was  indicted  on  three  counts  of  loan  fraud  unrelated  to  the  McDougal  transaction 
and  immediately  resigned  from  the  bench.  He  remains  under  investigation. 

While  it  has  been  more  than  four  years  since  Madison  Guaranty  failed,  costing 
U.S.  taxpayers  about  $47  million,  criminal  investigations  arising  from  the 
failure  continue.  In  recent  weeks,  sources  say,  federal  regulators  have  asked 
U.S.  Atty.  Paula  Casey,  also  a  Clinton  appointee,  to  investigate  several  other 
transactions  at  Madison  Guaranty.  As  a  result,  McDougal  --  like  Hale  --  remains 
under  a  cloud. 
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White  House  officials  point  to  the  criminal  charges  pending  against  Hale  and 
the  potential  charges  against  McDougal  as  evidence  that  their  stories  about 
Clinton  are  not  to  be  believed.  Nonetheless,  the  Administration  has  been  unable 
to  quiet  the  controversy. 

Last  week.  Sen.  Lauch  Faircloth  (R-N.C.)  asked  Atty.  Gen.  Janet  Reno  to 
appoint  an  independent  counsel  to  look  into  the  finances  of  Whitewater 
Development.  Reno  declined,  saying  the  Justice  Department  can  handle  any 
necessary  inquiry. 

On  Thursday,  Rep.  John  J.  LaFalce  (D-N.Y.),  chairman  of  the  House  Small 
Business  Committee,  asked  the  SBA  inspector  general  to  investigate  Hale's 
$300,000  loan  to  Susan  McDougal,  including  the  $110,000  diversion  to  the  Ozark 
property  development. 

GRAPHIC:  Photo,  James  B.  McDougal  Associated  Press 

LANGUAGE:  ENGLISH 
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MUVIES  OF  MADISCN  BANK  AND  TRUST 
BQABD  KEETDC 


The  regular  board  meeting  of  Madison  Bank  and  Trust  met  Tuesday, 
Novonber  27,  1986  at  the  Madison  County  Telephone  office  at  6.00  PM. 
All  members  vere  present,  and  Chainnan  McDougal  announced  a  quorvn 
was  present  and  called  the  meeting  to  order. 

The  first  order  of  business  vas  Che  discussion  of  the  Auditor's 
Report  and  Managanent  Letter.  The  Payroll  Procedures  and  the  Incom- 
plete Loan  Accounts  were  discussed.  It  vas  suggested  that  the 
accountant  instruct  bonk  personnel  in  a  method  that  would  more 
accurately  reflect  withholding  at  each  pay  period. 

The  bond  was  discussed.  The  high  rate  vas  of  concern  to  the 
members.  The  Board  instructed  President  Bunch  Co  send  a  letter  to 
State  Bank  CoBnissioner  to  determine  another  possible  course  of 
action. 

The  FDIC  Report  of  Eatanunation  of  August  24,  1984  was  discussed. 
Thia  report  was  discussed  at  board  meeting  in  Septonber  in  Fayetceville. 
Report  again  reviewed  and  discussed.  Letter  fron  Mr.  Halvorson  was 
made  part  of  minutes  on  tootion  by  Austin  Snith,  seconded  by  Julie 
Baldridge.  It  was  approved  unanimously. 

The  minutes  of  the  September  meeting  were  read,  r^iewed, 
corrected,  an]  approved  unaniinoualy .  The  loan  portfolio  was  pro- 
duced by  Mr.  Bioich,  with  trouble  loans  high-lighted,  and  reviewed 
by  Board.  With  loan  reserve  ratio  in  mind,  it  vas  believed  Che 
reserve  was  adequate  based  on  this. 

Tha  Daily  Statement  was  reed,  reviewed,  and  approved  unanimously. 
It  was  noted  that  earnings  were  $69,048  with  a  L/D  Ratio  of  511  and  the 
Capital  Ratio  of  7. 61.  The  reduction  in  earnings  was  attribtued  to 
heavy  accounting  fp**!*  for  tht-  »t\fi\t   apd  a  payment  of  legal  fees  from 
1983  lawsuit.  President  Bunch  noted  it  was  impossible  that  the  BanK'I 
Capital  Account  could  be  evaluated  because  the  accrual  system  on 
CD's  was  not  daily.  Beginning  now,  we  will  move  to  find  a  method 
for  daily  accrual.  It  also  was  noted  that  a  $223,000  (D  was  accepted 
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icon  requested  letter  in  detail  on  Cease  and  Desist  Compliance 
Che  October  board  meeting. 

stated  his  office  is  pleased  with  the  progress  made  and 
board  to  continue  on  with  good  work  and  to  pursue  all  charge- 
.  NcDougal  erpresaed  thanks  Co  examiners  for  courteous  and 
at  work.  The  examiners  departed  and  the  board  meeting  continued. 

'.were  read,  reviewed,  and  approved  unanimously. 

itatenienc  read,  reviewed,  and  approved  unanimously.  It  was  noted 
lings  were  at  $59,861  with  L/D  ratio  at  552.  Blanket  bond 

The  audit  is  ccnipleced.  Mr.  Sanples  moved  and  Mr.  Vaughn 
that  Mr.  Bunch  have  discretionary  power  to  secure  bond  on  time. 
|approved  unanimously. 

moved,  Mr.  Bunch  seconded  that  action  to  transfer  350,000  from 
profits  to  surplus  be  rescinded.  Adopted  unanimously. 


were  discussed.     

ser  scrutiny  on  this  loan. 


an  discussed.  Directors  asked 


loans  reviewed^ 

tfMi^ln  house  deeded  to  bank.  Will  list  inmediately  for  sale 

at  $40,000. 
^^^■fek:  -  This  may  be  problem.  Total  loan  is  $25,000  with 

house  worth  in  excess  of  SAO, 000  with  first  mortgage.  At  43 

days,  it  is  to  go  Co  attorney.  Divorce  impending. 
^HMMfr  -  $5,000  in  escrow  for  radio  station.  Mr.  Bunch 

will  call  Pat  Danaree  regarding  whai  sale  of  radio  station. 

WPW^  -  Ask  for  collateral  first,  then  principal  re- 
i-'duction.  ^Hfil^nh  on  Huntsville  Service  &  Supply  note, 

and  this  can  bring  pressure.  Mr.  Bunch  will  proceed  on  this  order. 
Working  and  will  pay. 
^-  He  has  called  and  stated  he  needs  more  time. 
-  Asked  for  renewal  on  loan  for  $31,500  with  a  $1,000 
in  principal  plus  interest  at  prevailing  rate.  Julie 

Baldrid^e  moved,  Easterling  seconded  chat  loan  be  renewed  at 

prevailing  rate  with  a  1,000  reduction  in  principal  plus  interest, 
^^g^ggroved  unanimously. 
VH^HMnar  -  Prosecuting  attorney  will  be  pursuing.  Also  will 

ask  bankruptcy  court  to  declare  this  a  "nsndischargable"  debt 
-Co  pursue  at  length. 

Finn  -  We  CT*e  $5,000  for  Huntsville  move  appeal,  according  to  firm. 
loissed  the  fact  that  new  lawyer  sent  to  argue  case.  Mr.  Vaughn 
McDougal  seconded  that  Mr.  Bunch  will  negotiate  settlement  with 
Approved  unaniinoualy. 

il  suggested  books  be  adjusted  to  monthly  payouts  for  annual 

to  pursue  Wonder  State  diligently.  He  also  su^ested  that 
of  capital  reserve  arrived  at  by  next  ooard  meeting. 


no  further  business,  meeting  was  adj 
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7 

a 

c 

10 

12 
13 
14 
15 

16 

17 

la 

19 
2C- 
21 
22 


jcv    tiye    Macisor.    Guaranty    v/orJt    came    to    the    Rase    law 


'      /  \     L 

Firr./in  the  spring  o£  1985.   In  particular,  I'd  li;<e 
/    /  ^^ 


itc  astc  you  about  the  recent  testimony  of  M\r , 


bef 


ore  the  Senate  committef 


Mass: 


Have  you  had  any  occasion  to  see:  that 


f.estimony  cr  review  it  or  have  it  summari.sed;  tc  you' 


\^ 


have  not  seen  or  reviewed  iz .   I  have 


\ 


so-e>  aeneral  knowledce,  mostlv  throj;^h  press  accounts 

.   '^'  ^       .      '         '    -^       '                ^ 
ci  wnax  ne  saic.  

C     Here  I'm  paraphrasing  --  I'r.  certainly  net 

cuctmc  --  but  as  I  read  his  testimcny,  he  said  that 

he  had  certainly  tallced  with  Mr.  Lathan  about  doing 

very,    for  Madison,  but  it  was  not  up  tc  Mr.  Latham  tc 

(decide  whc  would  be  hired.   Mr.  Masseyv  said  he  hadn't 

Imet  Mr.  McDoucal  ever,  and  that  Mr.  Massey  further 


rha-  ha  did  not  discuss  fees  or  >'ny\sort  of 
ner  arrangement  with  anyone  at  Madiscr. . 
Xiui — f  •■!  r  t  h  p  '• , — :r  wag  his  rorollection  tha; 
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6 
7 
8 
9 

10 


z    aalc  you  about  your  own 

-.he    clienc  came  m  \he  accr.  hew 

'your  reccllec;  lor.s  rompare  wich  chose  of  ^Mr  .1  Massey  . 

A     Well,  as  I  have  said  cons  iscer.c  2y  sir.ce 

1   I 
1991  and  agair.,  ir.  -y  answers  co  the  RTC   ]   I 

\inaerrooatcries.  mv  recolleccicr.  is  that  Mr./Massey 

\   \     '  '      .  / 

wanted  to  dz    the  work  he  had  discussed  w^th 

\  ''  /   . 

Mr..  \.atha.T. ,  that  sor.e  partners,  -  believe  zln    the 

^  I  I 

asseyythat  t.^.ey    | 


14 
IS 
16 
17 

1  9 
19 
20 

2  1 
22 


represer.tat  icr.  cr.  behalf  of  Jix  McOcugal  a.".d  Madiscr. 
because  of  seme  problems  in  having  wcrJc  pai_  for  ir. 
the  past,  and  that  there  were  discussions  among 
partners . 

~i  I  believe  it  was  Vince  Fos fTa. r  whc  ca.Tie  cc 

me,  who  said  that  Mr.  Massey  wanted  ta\io  this  wcr.''.. 

V  \ 

buV-€-te« — sarsr.ars — d i d n  '  t — war- ^  •  - :_2 do  i\.   We  had  a 


verv  hiah  recard  f: 


Massev,  who  was  rv---  «"• 


'V 


e  na-r  g  e  ■  i  e — a^t6 — aeeowpl  ished — first — year — a  s  s  a  c  -i  ate 
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already  ifrtfchir.g  a  securiiies  ccu?^  a;  :r.e  .aw 
school/and  accractmc  people  who  wante^  h:.s  advira 
.ke^Mr.  Laci 

.who  ^aew 

)S 

\ 
to  dc  cha:  --  obviously  now,  lO,  ii  years  h.a-|er,  nuch 

'zo   [my  recrec  because  of  all  the  confusion  anoj  ccr.csr; 


\       So  I  callced  with  Mr.  Massey  abO/uc  cha 
work  A   Mr.  Massey  rold  me,  as  his  ces:i;riony/r 


cha; 


;hac*,  he  had  a  calk  with  Mr 

\      \ 
.0    Mr.xLSvCham,     and    he    waaii 


La: ham 


;ld  hir.  I  would  ralk 


ochers  wirhin  ihe  firm,  and  I 
CO  Mr.  McCougal .  which  I  did. 

And  as  I  recall,  Mr.  McDcucal  said  well,  i: 
Latham  wanes  him  co  do  che  work,  chac's  fine.   And 
krecause  of  che  recuesc  of  ccher  parcnfrs  in  che  firm 

w 

ised  Mr.  McDcugal  chac 

waifVed Mr Maggoy     -  .~     r>.n     miifi     rrr      he    jx^r.nA^  unless 

Madison  encered  ir.  cc  a  recamer  agree  men 

i 

Ros.e — F^rm — chac — w o v;  1  d — b« — paymaacs    agair.si — wiuJch    fees 
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a  r.  2    e  X  c  e  n 


2  II    Mr.     Mc3^ugal    agr 


Mi:.    Ma^sey,     as    a    firsc-year    associace,    koul^ 


/     / 


irecc  knowledge  cf  conversations  among  par-ners 


rr 

pecis ion 


.L 


IS    concernina    whether    or    no:    he    cou 

„   ,        ,  '  11 

5  1   wcrk    under    whatever    circumstances.  1       I 

■11;  ■     ' 

=  ;j    \       \     c  You    said    you    were    asiced    -z    apprcacr. 

10  il    M\r .  \McOoucal    abou:    :he    chines    you've    describ.ed 

I       \     \  '  '  ,'        / 

lasKeavcu?  // 

!      \  \  /I 

\  A\  I    don't    have    a    scecific    r©<c.  .ec",icn 

!l  \      \  "  ^-;  V 

,1    be_iev^    2sC    was    -j  ■^■.iZ'=    rjsier,     cu  i    .  '  .t.    r.  c:    c  cj  i: . 


Whc 


ha; 


il 
15  'i 


Q     Do  you  recall  discussing  :his  master  w; 
0  i  car-ners  other  than  Vmce  Foster? 


7  t 


19 
23  I 


e  c  a w  h 


^,. 


A     I  believe  I  did,  but  I  can: 
cr.  e  s  now. 

Q     Can  you  aive  me  anymore  soec'i'fics  acc_: 
c  ■  •  ^^'c-r  a"-o  r.'    rhcse  discussior.  s  with  My .  Fvoster  cr 
other  partners  abc-it  t.he  advisability  tf  ts<ir. :  z: 
2  \   ichi.^  wcrlc? J: 
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KENCALl:    A 

addicipr:  cc  what  ;^. e  wicn 
her  /ncerroaa>crfy  answer 
^R  .   ERirSCN;    Y 


THE  WITNESS:   No.   I  have  said  the  sa-e 
for  four  years,  and  my  recollection\is\clear 
Chat  partners  wanted  to  encourage  Mr.  Massev.   .-:e  was 
a  a--oecter.   He's  an  excellent  lawyer.   But  Ithev 

■   '■   '  '   /    ' 

Were  somewhat  hesitant  because  of  our  prior  j 

\      '  /   / 

e>xperience  with  Mr.  McOouaal,  which  is  why  the 

/   / 
recai'Jier  acreement  was  worked  cut 


BY  MR.  ERICSON 


\  \ 


/ 


Mc"oucal  and 


partners,  what  did  you  say  about  ! 
Madison  Guaranty? 

A     Oh,  I  don't  recall,  Mr.  Ericson. 
(Discussion  off  the  record.! 
MR.  KENDALL:   Mr.  Ericscn,  back;  en  the 

er  question 
bb<^-t.  contacts  with  Mr.  McDoucal  in  tjve  ^rly  'SOs  to 


eccrd,  if  we  may.   I  construed  yc 
3&<^-t.  cont 


be  limited  to  litigation  matters  invclvinc\th5  °a.r.y. 
■of  /■•rrggrnn  n^    pprhaps  o  r  h  P  r  matters  and  no: 
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Ser.Lz:    Szec 


■.—r  '-Z"~  'T-CC'Trcv    Severer  10.  1594,  3930  zo    1:30;  T^.e  Tredt; 
■.:.-e  House  :ss-zer.cs .     '.iCQ    Per.r.sy  ;.var.:.i  Aver.ue.  ""as. -.:..-=- =  r..  : 


7=  i.-.te— .-:.ew  .Ira  Cl:.r.zzT.    recarci.-. 


Rcse  l.aw  r:.;^:.  1.1-tle  Rccx.  A^Ki-Sis 


crecen^iila  .   A:  ;ae  ou-ae*  c:  ..-.e  i.-"e— /lew.  ."^s  Zi. 


•-•£3  :.--e:;cec  ;=  crzii-  z.±::.iL:i.zuzT.    cr  S'.:==.2r'.er.-i. 
i-i  =  r=it.:.=r.  -=  a  swcrr.  tlf-Civi-  ^Lrs  .  Cl_.-.:  =  r.  sxszMzaz. 
Se=-s=s«r  15,  1994.   TSe  i.tz:zi.:--.-.    -as  rrcv:.csc  ..-.  rasrcr.se 


-_rs   Cl.Lr.^=n  was  aaJceC  wnan  aii  ur.cer  wr.4-  cirru=s -i.-.ces  s.-.e  ziez    Zi.r. 
liSdier.   ."Vra .  C1.l::;=p.  «cicr.cwlee,e!l  .lavi.-g  =e-  ."^   :.iSi-ar  en  ap  =  r-rx_r.a-el;- 
-■-o  ccra3:.on3  bur  was  uac«r~a.i-  aa  to  t"e  exact  c:.rcu=is-ir.css    S.-.a 
recillec  tr.ai  i-  =ay  hava  b««n  iz  ccr.'ur.cmr.  w.rr.  a  acr.ocl  ^--c-_cr. 
i.-.vclvir.g  her  caucja-er  Ci«l»«a  and  one  or  acre  cf  y—      lasa-er's  c.-._lcrer. 
-nc  ar-encei  -Se  aase  scaool  ia  L.:.trl«  Rccx    ."^3  Z'.Lr.zzr.    _.-.c.i:a"ac  £.".e 
r.iz    .-.c  =rcfe33-=Qal  or  buaiaass  r«la'ior.3r._; .  ir.cluci-c  a.-.y  lecal. 
represericacisn  ar  any  ziam,    oi    ft:.    L^aarer    She  sta-ec  she  .lac  nc  -ay  zi 
K-cvir.g  whar.  ii  asy,  r«i*"iaajhip  Preaicer.-  Cl.L=-3r.  a^y  have  cr  .-.ave  .".ac 
-1-.-.  .>^r   I.^.sater. 

."—S   Cl.:laz3n  waa  a3)ce<l  re^arl^iat;  f^ .  Laaarer'a  priva.e  airplane  anc  -sace 
c:  ;ha-  aircrair.   She  i~a  =  a<:  iha  never  travelled  en  .".r   lasa.er  s  a_rp.ir.e 
ar.c  hac  no  fcacwlec^e  <zi   Prasiiant  Cliatcn  haviag  travellec  en  Jfr   lasater's 
- '  ane .   5^3.  Cliarsn  waa  Bhown  Ill^at  L093  for  ."ir .  Lasater's  plane  wcirr. 
;lucei  men  Gaveraor  Cliatan  and  ochera,  ."-ra  .  Cliatcn  aratec  sne  ^.ac    r.c 
ccllecncn  cf  rae3e  m?«    ^-i      Clincon  also  ladicated  sne  nac  nc 
~.icwlecce  of  Roiger  Clinton  haviaq  travellec  on  .'Lr   Lasater's  plane    Snc-T. 
some  cf  tae  p&ssengera  noaea.  f^s .  Cliaton  lientiiied  -ic)c  Kelley  as  cne 
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vi-3      CI-.-.-:-    .-z.:.:izsc   sr.e    .-.3C   -c    <.-.cw.3crs   cr    r=cc.-art.;r.    r; 
i-:-    lecil    -cr<    Ts'.iz.r.c   zz    -.'■.a   Cisa^ar    i.-.c   Ccr.=i.-.y    li-su_;    ..-• 

.iwsu_-    cr    evsr    .-.avi.-.c   ciscussec   ^.-..ls    r.aziar   •.it-    .-r      lesizar 
s.-.a    r.evar    perrcrr.es   d.-.y    .asil    ser*/:.cas    •cr.'c   fcr  >ir      I.isatar 

-■..-.t:-    ..-.c-:i-ac   s.ie   s_:    r.cz    aver   c.:.s  =  -ss    :.-.a    liws,:.i:   ■-■.-.-    5.; 


Y-s      C !._.-.- c.T  -as    i5<ec   sevara.    c,;as-:.cr.s    ra.izac   tc    ;.-.a    r.rsr   .--T.er:.:^- 
5d%':..-.ss    i.-.c   ;.C(i-    ksscc-izLzr.   V   lisa.ar    d.-.c   Ccr.=i-v   suiz    -.-._;-    -as    :i_2c    ..-. 
Zczzze:    l?c5        .".rs  .    Cl^.r.isr.    s^*;ac   s.-.e    .-.ac   r.c    raccllect:.;-    c:    ;-iz 

rcs-er  .-d.-.clac  i.-.a  r.4t-:ar.  .".rs .  C'.L-zzr.  -as  s.-.cwr.  a  :=?'/  =-  --e  icc-.:=e.-^ 
i.-.c  asxec  --y  s.-.a  s_cr.ec  a  =laaci.-.c  a.-.c  a  .-ci:.:-  cr.  te.-.ali  c:  .".r  "cszar 
i.-.sreac  zi  .".i;.-.ae.  3er..-.a;':.  a.-,  a-rcrr.ey  --c  .-.crr.ally  a£s:.s-ac  .>ir  "cszar. 
y.:s  CI._.-.-cr.  -as  u.-.cer-a;..-.  as  ^=  -r.y  s.-.e  sirr.ec  -.-.e  ccc'.:r.e.-.-s  a.-.c  ;:.;  r.c- 
ave.-.  recall  .-.av:..-c  ccr.a  sc  cui  i.-.cica^ac  uz  -iS-S  r.crr.al  RU  :rac-:.ra  :cr  a 
par-r.er  ;=  slzzi  sue."  cccu^-.er.^s  a.-.c  .".r  Ber..-e';-  -as  a-  As3=c:.a-e.  >irs . 
Cl_.-.:cr.    ralatec   s.-.e    -ac   .-.e    itr.cwlacse   cr    racc.lac-icr.   cr    -.-.e    issue   c:    ar. 

■cv;.ce    ar.y    _.-.:crT.a^icr.    racarcir.s    -r.ese    :.ssues . 

-crtac  ;.-.e  t"-c  .".curs  v-.ic.-  wera  rillec  zz    ^.-.a  "311-.  rur~.-.ar.  1.-.  rasccr.sa 
-c  ^.-.e  cuesiicr.  c:  v-et.-.er  ^Lr .  "csiar  .-.ac  ccr.a  sc,  .Irs.  Cl.;.-cc.-  s-aiac  s.-.e 
c_c  -c-  raca_l  v-e-.-er  .".r  Tzazs:   c:.rcula-ac  a  rr.encra.-.cur'.  -c  PILT  a--cr::eys 
rueryi.-.=  i.-.e  s^ai:  racarci.-.c  pcssiila  c=.-.ilic-s  c:  .i.-.-arasz    Sr.e  s-azac 
.".er  cci.-._c.-  -oulc  ce  t.-.a-  wnacaver  prccacuras  -era  -crrAlly  icllcwec  a-  -."".8 
.=.1*  -era  crccacly  alsc  fcllswec  1-  zr.e    "irsz  Aaerica::  r.a--ar  ■-■•-zr.    -as 
cri.-.c:.pa-ly  .-.a.-.clac  =y  .".r .  rosier. 

''.rs   C1.L.-.ZS.-.  -as  asicac  zz    cescrire  .ler  rala:.icr.s.-..ip  -1;.-.  .".s   ?a-sy 
T^.crjasscr.    S!".e  siazec  3.".«  m«?  .".3.  T>.cniasscr.  iz   z-s   c.i.Tie  ci  ."Irs  .  CI.1.-.-C.-. '  s 
arrival  ..-  l^-ila  .^ocx.  prsbaily  :..-  zr.e    lata  lrT3's.   She  sza-sc  .".s . 
T^.cmasscr.  -as  ac't.i.ve  _s  tse  A^xa.-.sas  Ce=ocratic  rar.y  pal.i-:.cs  wr.era  s.-.e 
-as  wor.<.L.Tc  fcr  Senaicr  Savid  Prycr.   She  racallac  zr.a.z    s.-.e  ar.c  .".s . 
T^.cr.assCi-  usee  the  sane  hA.:.rcre3ser  a.-.c  t.Tey  secaae  iriencs.   .''.rs .  Cl.i.-.tcr. 
Isarnec  t.-.at  .".s .  Thciaaason  was  wcrlci.-.s  far  Sac  lasater  alt.nouc.i  .".rs 
tl_.-.tcn  was  u.iawara  cz  asy  RU  atcsrr.ey,  ;..-.cluc.:..Tg  herself,  havi.-.c  avar 
zzzv:zei<i   .ler,  Mr.  Lasacsr  or  thfe  ccracar.y  ar.y  lacal  acvice  or 
rasrese.-.caticr. .   She  rscailei  c.iac  .".s .  Thomasson  had  a  pas:.ti3n  cf 
apcarer.cly  craac  raspor.siiil.ity  with  .".r .  lasatar's  ccmpar.y  anc  t.-.at  it 
occasisnally  became  stressful  fsr  ."j .  ThCBasscr.  particularly  curi.-.c  t.Te 
-i:ne  wner.  sne  was  caricg  fcr  her  elcerly  cnot.ier  wac  was  very  ill  a.-.c  latar 
-ec , 

.".rs  .  Cli.-.tcr.  statec  sne  was  c.-.awara  1:  Ms.  Thomassor.  had  sower  o:  attcrr.ey 
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while  Mr.  LasatEr  was  in  prison  -.n    198T.   She  seated  she  never  ciscussec 
Che  F-rst  American  v.  Lasater  Lawsuit  with  Ms.  Thomasson  or  Mr.  Lasacer 

Mrs.  Clinton  was  asked  several  questions  relative  to  RLF  work  regarimg 
Hone  Federal  Savings.   Mrs.  Clinton  indicated  she  had  no  knowledge  or 
recollection  regarding  any  matters  involving  Home  Federal  and  is  unaware  c: 
ever  having  done  any  work  on  this  matter  or  having  been  involved  m  any 
settlement  negotiations.   She  stated  she  does  not  recall  ever  ciscuss.ng 
the  Home  Feaeral  case  with  anyone,  particularly  Mr.  Lasater  or  .Ms 
Thomasson.   She  had  no  recollection  regarding  Tom  Mars,  a  fomer  RLF 
attorney,  being  substituted  as  counsel  for  United  Capital  arter  Mr   Lasater 
regained  control  of  the  company. 

Mrs.  Clinton  was  then  asked  several  questions  regarding  the  RLF  doing  work 
regarding- Madison  Guaranty  Savings  and  Loan  Association  and  related  actions 
by  RLF  attorneys.   First,  .Mrs.  Clinton  was  asked  whether  Webster  Huboeil 
sent  a  memorandum  to  other  RLF  attorneys  regarding  conflicts  of  interest 
prior  to  agreeing  to  litigate  the  .Madison  lawsuit  against  Frost.   Mrs. 
Clinton  said  she  did  not  specifically  recall  this  having  been  done  although 
thi3_  would  be  the  nomal  practice  and  probably  what  was  done  m  this  case. 
Mrs .~  Clinton  indicated  she  did  not  consider  herself  to  be  the  attorney  of 
record  for  Rose's  representation  of  Madison  before  the  ASD  and  presumed  it 
to  be  Rick  Hassey.   She  recalled  Massey  came  to  her  and  asked  her  to  the 
billing  attorney  which  was  a  normal  practice  when  an  associate  was  handling 
a  matter.   She  said  that  she  believed  Madison  (then  as  Madison  National 
Bank)  had  been  a  client  of  the  RLF  since  1982  and  that  Vincent  Foster  had 
been  the  responsible  attorney.   Later,  m  1985,  .Mrs.  Clinton  recalled 
.Madison  (individual  unknown)  approached  Rick  .Massey  regarding  a  preferred 
stock  offering  m  an  effort  to  raise  capital. 

Regarding  Rose  working  on  the  Frost  litigation.  .Mrs.  Clinton  statec  she  did 
not  think  it  was  a  conflict  of  interest  because  of  Rose's  prior  -work  on 
Madison  involving  the  Arkansas  Securities  Department.   .Mrs  Clinton 
indicated  that  it  would  have  been  normal  to  advise  'i<ebster  Hubbell 
regarding  her  work  involving  the  Arkansas  Securities  Department  although 
she  has  no  memory  of  doing  so.   She  believed  that  Rick  Massey  probably 
talked  to  Hubbell  about  this  issue.   Regarding  the  Frost  litigation  which 
was  handled  by  RLF.  Mrs.  Clinton  was  asked  if  she  recused  herself  from  this 
matter.   She  did  not  recall  recusing  herself  from  this  mater  although  she 
did  recuse  herself  from  all  matters  involving  the  State  of  Arkansas  because 
of  her  husband's  position  as  governor.   .Mrs.  Clinton  stated  she  does  not 
believe  Rose  had  a  conflict  of  interest  regarding  Madison. 

Mrs.  Clinton  indicated  she  has  known  Beverly  Bassett  Schaeffer( Arkansas 
Securities  Department)  and  her  family  for  approximately  20  years.   When 
Rick  Massey  prepared  a  letter  to  Ms.  Bassett  Schaeffer,  Mrs.  Clinton  s  name 
was  used  as  the  RLF  contact  because  she  was  a  partner  and  .Massey  only  an 
associate. 

Mrs.  Clinton  was  shown  a  January  30,  1986  RLF  bill  to  Madison  Guaranty  for 
S4.670;  she  did  not  recall  the  matter  but  presumed  her  name  was  listed  as  a 
billing  partner. 

Mrs.  Clinton  was  shown  a  January  23,  1986  memo  from  Rick  Donovan  re  Madison 
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CONFIDENTIAL 


(a)  Were  YOU  billing  partner  for  matters  nos .  1  through  4, 
all  of  which  were  opened  in  1985?   [Matters  nos.  1  through  4 
were  "Stock  Offering, "  "Limited  Partnership, "  "Bibler"  and 
"General . "] 

Yes. 

(b)  Was  Webster  Hubbell  the  billing  partner  for  MADISON 
GUARANTY  matter  no.  5,  entitled  "I.D.C.,"  which  was  opened  on  or 
about  August  2,  1985? 

No,  based  on  the  time  records,  I  believe  that  I  was. 

(c)  If  so,  why  was  Webster  Hubbell,  rather  than  YOU,  the 
billing  partner  for  matter  no.  5? 

Please  see  my  response  to  No.  62(b),  supra . 

Interrogatory  No.  63:   Identify  the  lawyers  at  the  Rose  Law 
Firm  who  had  responsibility  for  obtaining  Madison  Guaranty 
matter  no.  5  ("I.D.C.")  for  the  Rose  Law  Firm.   If  the  matter 
came  to  the  Rose  Law  Firm  without  any  solicitation  on  the  part 
of  the  Rose  Law  Firm,  identify  the  lawyer  or  lawyers  at  the  Rose 
Law  Firm  to  whom  the  matter  was  referred  by  the  client  or 
clients,  and  identified  with  respect  to  MADISON  GUARANTY  matter 
no .  5  . 

I  do  not  recall  how  or  why  the  Rose  Law  Firm  was  asked  to 

give  legal  advice  concerning  IDC,  or  who  was  responsible  for 

this . 


Interrogatorv  Nc .  64:   DESCRIBE  the  work  YOU  performed  with 
respect  to  MADISON  GUARANTY  matter  No.  5. 

I  remember  almost  nothing  about  this  work,  but  after 

reviewing  certain  memoranda  prepared  by  Rose  Law  Firm  lawyer 

Rick  Donovan  and  copies  of  the  Rose  Law  Firm  billing  records  for 

the  Madison  Guaranty  matter  (which  have  been  furnished  to  the 

RTC) ,  I  believe  that  the  work  I  did  on  this  matter  consisted 

primarily  of  supervising  research  concerning  legal  issues,  such 

12 
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be  a  lice Ip-^ ore  precise.   Whac  ^s^  looks  like  here 
looking'  ac  che  numbers,  is  chac  wich  ^s^spect  ;3  ycu, 
rac.-^^r  than  bj.i-irrHg'  the  cTTeTTE^...^  9  1 2  .  5  0  ,  X.-ie  clieni 
wa^  bill^  S2731.25.   And  my  quescib^  is  t^i  r.s : 
c^a-  iyddeed    whac  happened,  and  second ,  Nrfhy?\ 

A     Ic  did  happen  and  I  believe,  asyocners  fr' 


s\^  ocl 


IC 


Che/Rose  Firm  have  already  cescified,  Jan'^arM  was  ;: 
end   of  our  fiscal  year  and  a  cremendous  efjforlc  was 
nadie  co  bill,  noc  only  all  maccers  and  hOw'rs/chac  r.i 
already  been  recorded  m  che  ccxcucer,  bu.c  anv  wcrx 

A   \  "  ,.  ■        ^    /    /  ■     . 

ink  crocress  as  we.*  so  as  co  crv  co  clear  the  decks 
iref.re^  r^e  end  of  che  fiscal  year.  ^/      ' 


represenced  work  in  progress  chac  was  ncc  m  chs 

15  !  ccmrucer  and  noc  likely  cc  have  bee."  encered  ir.cc 

16  j  compucer,  buc  which  I  had  repcrced,  kepc  crack  of 

17  curned  over  cc  che  billmc  deoarcmenc  . 


le 

IS 
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_.     Q     So  chis  memorandum  apparenciy  was  princed 
ouc  January  21.  1986,  and  che  close 
yea.^v*ould  have  been  che  31sc  cr  whac^/ve 


_2 So  you  say  che  difference  becween^^  che  S 
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HEADUNE:  Hillary  Clinton  Speaks  Out 

GUESTS:  HILLARY  RODHAM  CUNTON. 

....  HUGH  DOWNS:  Tonight,  Hillary  Clinton  under  siege-  this  week  the  spotlight  was 
supposed  to  be  on  her  important  new  book  about  the  condition  of  children  in  America,  and 
we  will  talk  about  that  a  bit  later.  But  there's  now  an  avalanche  of  serious  charges  and  sharp 
criticism  of  the  first  lady,  who  has  been  called  a  'congenital  liar'  by  a  columnist.  Her 
credibility  and  integrity  are  on  the  line  and  yet  many  Americans  don't  understand  the  fuss. 
What  has  she  done,  if  anything,  that's  illegal?  Has  she  been  telling  the  truth?  Well  this  week. 
Barbara  braved  the  storm  to  sit  down  at  the  White  House  for  an  exclusive  interview  with  the 
first  lady. 

BARBARA  WALTERS:  Well  the  headlines  this  week  dealt  with  records  suddenly  found  and 
memos  newly  discovered,  a  paper  trail  that  has  led  even  some  Clinton  loyalists  to  wonder  is 
Hillary  Clinton  a  liability  to  the  president?  The  White  House  was  a  picture  postcard  in  this 
week's  snow,  as  quiet  and  still  outside  and  inside  as  I've  ever  seen  it.  When  we  met  with 
Mrs.  Clinton,  she  appeared  confident  and  serene,  seemingly  unruffled  by  this  week's  storm 
of  controversy.  She'd  read  the  accusations  that  she  was  inconsistent,  or  worse,  a  liar,  and  she 
was  ready  to  sit  down  and  reply. 

[interviewing]  Mrs.  Clinton,  instead  of  your  new  book  being  the  issue,  you  have  become  the 
issue.  How  did  you  get  into  this  mess,  where  your  whole  credibility  is  being  questioned? 

HILLARY  RODHAM  CLINTON:  Oh  I  ask  myself  that  every  day,  Barbara,  because  it's 
very  surprising  and  confusing  to  me  but  we've  had  questions  raised  for  the  last  four  years, 
and  evenmally  they're  answered  and  they  go  away  and  more  questions  come  up  and  we'll 
Just  keep  doing  our  best  to  answer  them  and  hopefully  it'll  end  at  some  point. 

BARBARA  WALTERS:  Are  you  distressed? 

HILLARY  RODHAM  CLINTON:  Occasionally  I  get  a  little  distressed,  a  little  sad,  a  little 
angry,  irritated.  I  think  that's  only  natural.  But  I  know  that  that's  part  of  the  territory  and 
we'll  just  keep  plowing  through  and  trying  to  get  to  the  end  of  this. 
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BARBARA  WALTERS:  Well  let's  talk  about  some  of  the  things  that  are  so  much  in  the 
news  this  week.  The  travel  office-  last  week,  a  1993  memo  by  a  former  White  House  aide, 
David  Watkins,  was  made  public,  in  which  he  says  that  you  were  responsible  for  the  firing 
of  seven  people  in  the  White  House  travel  office  because  you  wanted  to  have  an  Arkansas 
travel  agency  take  it's  place,  and  there  would  have  been  nothing  illegal  about  your  doing 
that.  But  you  have  said  you  had  no  idea  how  the  decision  was  made  and  that  you  had  nothing 
to  do  with  it. 

HILLARY  RODHAM  CUNTON:  Basically. 

BARBARA  WALTERS:  Is  he  lying.' 

HILLARY  RODHAM  CLINTON:  Well  I  think  what  is  fair  to  say  is  that  I  did  voice  concern 
about  the  financial  mismanagement  that  was  discovered  when  the  president  arrived  here  in 
the  White  House  travel  office.  I  think  that  everyone  who  knew  about  it  was  quite  concerned 
and  wanted  it  to  be  taken  care  of  But  I  did  not  make  the  decisions.  I  did  not  direct  anyone 
to  make  the  decisions,  but  I  have  absolutely  no  doubt  that  I  did  express  concern,  because  I 
was  concerned  about  any  kind  of  financial  mismanagement. 

BARBARA  WALTERS:  So  is  it  a  question  of  how  much  concern?  I  mean  when  you  say  you 
had  nothing  to  do  with  it  and  he  says  you  had  everything  to  do  with  it,  he's  either  not  telling 
the  truth  or  it's  a  misinterpretation.  Where  are  we? 

HILLARY  RODHAM  CLINTON:  Well  I  think-  I  don't  know,  because  I'm  not  aware 
exactly  of  what  led  him  to  say  that.  But  certainly  Mac  McClardy,  who  was  the  chief  of  staff, 
took  responsibility  for  the  decisions,  has  said  very  clearly  I  did  not  tell  him  to  do  anything, 
he  made  the  decisions,  but  he  did  it  in  consultation  with  many  people  whose  advice  he 
sought,  whose  concern  he  listened  to.  So  I  think,  you  know,  that's  something  that  I'll  have  to 
let  someone  else  explain. 

BARBARA  WALTERS:  You  see  the  picture  that's  coming  out  is  of  this  domineering  first 
lady,  you  know  that,  and  in  his  memo,  he  refers  to  an  earlier  incident  in  which  he  said  you'd 
been  furious  over  his  failure  to  transfer  certain  secret  service  agents.  He  says  he  feared  any 
delay  in  firing  the  travel  office  members  would  not  have  been  tolerated  by  you.  He  said  there 
would  be  hell  to  pay.  What  was  this  secret  service  incident? 

HILLARY  RODHAM  CUNTON:  Well  I'm  not  sure  what  David  Watkins  is  talking  about.  I 
can  tell  you  what  I  was  concerned  about,  and  again,  expressed  it.  There  had  been  some 
stories  that  were  in  the  press  attributed  to  secret  service  agents- 

BARBARA  WALTERS:  That  you  had  thrown  a  lamp  or  a  bible  at  your  husband. 


HILLARY  RODHAM  CLINTON:  A  lamp  or  a  bible  or  a  Mercedes  Benz  or,  you  know, 
there  were  many  variations  on  it.  When  stories  like  that  get  into  what  I  consider  to  be 
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respectable  journalism,  it  does  bother  me,  and  it  particularly  bothered  me  that  the  secret 
service  was  being  used  to  try  to  substantiate  untrue  stories  and  I  couldn't  understand  that.  So 
I  was  concerned  about  it  and  expressed  that  concern. 

BARBARA  WALTERS:  Did  you  ask  to  have  certain  secret  service  members  put  in  another 
detail? 

HILLARY  RODHAM  CLINTON:  No.  No.  I  wanted  the  situation  cleared  up  because-  both 
for  the  secret  service's  sake,  which  is,  after  all,  charged  with  a  very  difficult  task  and  we 
have  a  great  relationship  with  them,  but  also  for  my  sake.  I  mean,  you  know,  I  have  a  pretty 
good  arm.  If  I'd  thrown  a  lamp  at  somebody,  I  think  you  would  have  known  about  it  and, 
you  know,  when  those  things  are  said,  I  just  don't  want  that  to  get  a  life  of  it's  own. 

BARBARA  WALTERS:  So  you  wanted  the  situation  controlled  or  what?  Use  your  words. 

HILLARY  RODHAM  CLINTON:  I  want-  right.  Well  I  wanted,  for  example,  the  secret 
service  to  be  able  to  say  that  didn't  happen  and- 

BARBARA  WALTERS:  Did  they? 

HILLARY  RODHAM  CLINTON:  Oh  yes.  I  mean  those  stories  stopped. 

BARBARA  WALTERS:  Did  you  ever  throw  a  lamp  at  your  husband? 

HILLARY  RODHAM  CLINTON:  No  I  didn't. 

BARBARA  WALTERS:  Did  you  ever  throw  a  bible  at  your  husband? 

HILLARY  RODHAM  CLINTON:  No  I  didn't. 

BARBARA  WALTERS:  Do  you  have  a  terrible  tempera? 

HILLARY  RODHAM  CLINTON:  No,  but  I  do  get  angry  about  things.  I'm  not  going  to 
deny  that.  I  do-  there  are  things  that  I  think  are  wrong  or  things  that  I  think  should  be  fixed 
and  I  am  not  at  all  shy  about  expressing  my  opinion.  I  try  to  be  a  direct  person  and-  but  I 
don't  tell  people  what  to  do.  I  say  here's  what  I  think  and  I'm  concerned  about  this. 

BARBARA  WALTERS:  [voice-over]  Then  there  is  the  question  of  Madison  Guaranty,  a 
failed  savings  and  loan  that  regulators  say  financed  shady  real  estate  deals.  The  bank's  failure 
cost  taxpayers  $60  million.  Hillary  Clinton  was  what  her  law  firm  called  'the  billing  partner' 
for  the  Madison  account. 

[interviewing]  There  is  a  dispute  as  to  how  much  work  you  did  for  the  Madison  Guaranty. 
You  have  said  it  was  minimal,  investigators  say  you  had  a  more  involved  relationship.  Mrs. 
Clinton,  I  think  most  people  don't  understand  it,  they  don't  care  how  much  you  billed  or 
how  much  money  you  made.  But  what  they  do  think  is  were  you  aware  of  any  shady 
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practices  or  actual  wrongdoing  on  the  part  of  this  savings  and  loan  for  which  you  did  legal 
work? 

HILLARY  RODHAM  CLINTON:  Absolutely  not. 

BARBARA  WALTERS;  You  did  not  know- 

HILLARY  RODHAM  CUNTON:  Absolutely  not. 

BARBARA  WALTERS:  Even  in  their  real  estate  deals? 

HILLARY  RODHAM  CLINTON:  No,  absolutely  not,  and  in  fact,  this  whole  matter 
originated  because  of  this  Whitewater  land  deal  and  we  said,  when  that  came  up.  that  this 
was  a  failed  real  estate  transaction  about  20  years  ago  now,  where  we  lost  money,  and 
people  said  well  prove  it.  So  we  proved  that.  Then  they  said  well,  okay,  how  about  this?  The 
person  you  were  in  business  with  also  later  bought  a  savings  and  loan. 

BARBARA  WALTERS:  Mr.  McDougal. 

HILLARY  RODHAM  CLINTON:  Mr.  McDougal.  Did  you  get  money  from  that  savings  and 
loan?  Was  the  money  channeled  to  you?  We  said  absolutely  not. 

BARBARA  WALTERS:  Did  it  go  towards  the  president's  campaign? 

HILLARY  RODHAM  CLINTON:  Right,  absolutely  not,  and,  in  fact,  an  independent  study 
that  has  been  done  for  the  Resolution- 

BARBARA  WALTERS:  Trust. 

HILLARY  RODHAM  CLINTON:  -  Trust  Corporation,  the  RTC,  by  an  independent  law 
firm,  has  looked  at  that  Whitewater  and  Madison  matter  and  said,  indeed,  what  we  said  three 
and  four  years  ago  was  the  case. 

BARBARA  WALTERS:  But  they  didn't  have  the  billing  records  that  they  now  have. 

HILLARY  RODHAM  CLINTON:  Well,  but  that  is  not  really  the  issue.  You  know,  a  month 
ago,  people  were  jumping  up  and  down  because  the  billing  records  were  lost  and  they 
thought  somebody  might  have  destroyed  them.  Now  the  records  are  found  and  they're 
jumping  up  and  down,  but  I'm  glad  the  records  were  found.  I  wish  they  had  been  found  a 
year  or  two  ago,  because  they  verify  what  I've  been  saying  from  the  very  beginning.  I 
worked  about  an  hour  a  week  for  15  months.  That  was  not  a  lot  of  work  for  me,  certainly. 


BARBARA  WALTERS:  One  of  the  fraudulent  loans  of  Madison  Guaranty,  which  has  gotten 
suddenly  a  lot  of  attention,  is  something  called  Castle  Grande.  In  a  sworn  statement,  you  said 
you  had  no  memory  of  working  on  Castle  Grande. 
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BARBARA  WALTERS:  Okay. 

HILLARY  RODHAM  CLINTON:  There  were  no  documents  taken  out  of  Vince  Foster" s 
office  on  the  night  he  died  and  I  did  not  direct  anyone  to  interfere  in  any  investigation.  I 
know  very  well  what  we  were  talking  about.  We  were  grieving.  We  were  supponing  each 
other.  I  was  asking  questions  about  how  other  people  who  were  close  friends  and  colleagues 
of  Vince  were  doing,  how  his  family  were  doing,  and  some  of  those  phone  conversations 
consisted  of  us  sobbing  on  the  phone. 

BARBARA  WALTERS:  And  nothing  was  taken  from  Vince  Foster's  office  that  you  asked  to 
have  looked  over,  kept  from  the  eyes  of  the  government? 

HILLARY  RODHAM  CLINTON:  I  didn't  even  know  he  had  documents  of  mine  in  his 
office,  so  that  doesn't  make  any  sense  at  all. 


BARBARA  WALTERS:  You  know,  on  the  one  hand,  the  fact  that  these  two  records,  the 
billing  records,  and  the  travel  memo  come  up  this  week,  is  certainly  not  something  you  could 
have  wanted  when  you're  trying  to  publicize  a  book,  right? 

HILLARY  RODHAM  CLINTON:  That's  right.  Absolutely. 

BARBARA  WALTERS:  Although  Senator  D'Amato  said-  implies-  that  they  were  going  to  be 
found  anyway  and  that's  why  you  had  to  release  them,  but  the  White  House  is  not  grandma's 
attic  and  for  two  years  people  have  been  looking  for  these  records.  They  were  in  your 
personal  effects.  I  mean  one  wonders  why  they  were  just  found  now? 

HILLARY  RODHAM  CLINTON:  Well  one  of  them  was. 

BARBARA  WALTERS:  What  does  it  look  like  up  there  with  your  records? 

HILLARY  RODHAM  CLINTON:  It  is  a  mess.  I  mean  that  is  something  that- 

BARBARA  WALTERS:  That's  hard  to  understand. 

HILLARY  RODHAM  CLINTON:  But  I  think  people  do  need  to  understand  that  there  are 
millions  of  pieces  of  paper  in  the  White  House  and  for  more  than  two  years  now,  people 
have  been  diligently  searching  but,  you  know,  it's  something  that  I  can't  explain  because  I 
wasn't  part  of  finding  it,  didn't  even  know  it  was  there.  But  I'm  glad  it  was  found. 

BARBARA  WALTERS:  Why  don't  you  just  go  up  to  Capitol  Hill  and  talk  to  the  Senate 
committee  yourself  and  get  this  all  over  with? 

HILLARY  RODHAM  CLINTON:  Well,  we'll  cooperate  and  we'll  do  whatever  is  necessary. 
There  is  nobody  who  wants  this  over  more  than  I  do.  I  really  want  it  to  be  finished  with,  to 
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bring  this  matter  to  an  end. 

BARBARA  WALTERS:  And  if  it  taices  your  going  and  testifying  yourself,  you'll  go? 

HILLARY  RODHAM  CLINTON:  I'll  do  whatever  it  takes  to  cooperate. 

BARBARA  WALTERS:  I  have  a  tough  question  to  ask  you. 

HILLARY  RODHAM  CUNTON:  Oh  dear.  All  your  questions. 

BARBARA  WALTERS:  Do  you  think  that  you're  becoming  more  of  the  negative  than  a 
positive  force  for  your  husband?  Are  you  becoming  a  political  liability? 

HILLARY  RODHAM  CLINTON:  Oh  I  hope  not  because  I  love  my  husband  and  I  really 
believe  in  what  he's  doing  and  I  want  to  help  him.  But  I  have  campaigned  with  him  for,  you 
know,  gosh,  ever  since  I've  known  him,  and  I'm  going  to  do  the  same  thing  in  this 
upcoming  election.  At  the  end  of  the  day,  the  American  people  will  know  we  have  nothing  to 
cover  up,  there  is  nothing  that  we  have  done  that  should  be  of  any  concern  to  anyone.  We've 
tried,  maybe  not  as  smanly  as  we  could  have,  to  answer  peoples'  questions,  but  we'll  keep 
doing  the  best  we  know  how. 

HUGH  DOWNS:  Well  when  we  come  back,  more  of  Barbara's  exclusive  interview.  Mrs. 
Clinton  on  the  plight  of  children  in  America,  the  question  of  abortion,  divorce  and  the  times 
she's  had  to  bite  her  tongue  in  her  own  marriage.  Stay  with  us.    [Commercial  break] 

BARBARA  WALTERS:  Today  is  the  publication  date  for  Hillary  Clinton's  new  book  about 
children.  Mrs.  Clinton,  as  we  have  already  seen,  has  strong  opinions,  and  so  it  is  with  her 
proposals  to  help  our  children.  The  book  is  titled  It  Takes  A  Village,  meaning  it's  everyone's 
job,  not  just  parents,  to  raise  America's  children.  Mrs.  Clinton  says  she  wrote  the  book 
herself  and  the  White  House  provided  her  copious  longhand  notes  to  prove  it,  for  this  book 
seems  to  represent  Mrs.  Clinton's  deepest  concerns. 

[interviewing]  Your  book  takes  some  very  strong  stands.  This  is  not  what  some  people 
thought  was  going  to  be  a  nice,  soft  book  to  show  that  you  had  a  softer  image.  One  of  the 
controversial  parts  of  your  book  has  to  do  with  health  care.  Remember  health  care? 

HILLARY  RODHAM  CUNTON:  Yes,  I  do.  very  well. 

BARBARA  WALTERS:  Yeah.  Okay.  You  speak  of  Medicare  for  older  people  and  you  want 
it  for  children.  You  want  universal  health  care  for  children.  You  want  federally  funded  or 
funded  early  education.  Head  Start.  You  want  funding  for  proper  day  care.  You  seem  to  be 
swimming  against  the  tide,  you  know?  All  we  hear  about  is  less  government,  less  money. 
You're  saying  just  the  opposite. 

HILLARY  RODHAM  CLINTON:  Well  that's  because  I  think  the  tide  is  not  going  in  the 
right  direction.  I  think  we  are  causing  ourselves  a  lot  of  problems  because  we  are  not  doing 
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what  it  takes  to  suppon  families  and  I  mean  hold  them  accountable,  hold  them  responsible.  I 
believe  strongly  in  marriage.  I  think  that  divorce  should  be  harder  for  people  with  children.  I 
want  people  to  take  responsibility  for  themselves  and  their  kids.  But  at  the  same  time,  I'm 
out  there.  I  know  how  hard  it  is  for  most  Americans  right  now.  They  don't  have  a  place  to 
put  their  child  that  is  safe  and  good,  unless  it  can  be  subsidized.  So  for  me.  this  is  going  in 
the  right  direction  because  in  the  long  run.  it  is  cheaper  than  prisons,  it  is  cheaper  than 
violence,  it  is  cheaper  than  tearing  at  the  quality  of  our  life  together. 

BARBARA  WALTERS:  Let's  talk  about  some  of  the  social  issues.  You  have  said  that  this 
is-  children  who  have  one  parent  are  two  to  three  times  as  likely  to  have  emotional  and 
behavioral  problems  as  children  living  in  two  parent  families,  are  more  likely  to  drop  out  of 
school  and  get  pregnant,  etc.,  and  remarriage  of  their  parents  doesn't  seem  to  better  the 
odds.  What's  your  solution  to  the  one  parent  dilemma? 

BARBARA  WALTERS:  What  you've  just  recited  from  my  book  is  the  case,  that  we  need 
more  parents  to  both  get  married  and  stay  married  in  order  to  support  children.  There  will 
always  be  exceptions.  I  write  about  my  mother-in-law,  who  endured,  I  think,  violence  and 
abuse  that  should  have  led  to  a  divorce.  But  in  many  instances  today,  it  is  not  that  extreme  a 
case  and  I  think  we  ought  to  do  a  little  more,  both  to  help  parents  stay  together,  but  if  it's 
inevitable  that  they  are  going  to  divorce,  to  provide  education  and  counseling  so  that  they 
don't  let  their  problems  affect  their  children. 

BARBARA  WALTERS:  And  then  in  your  book,  you  weave  in  your  own  personal 
experiences  and  you  say,  'My  strong  feelings  about  divorce  and  it's  effect  on  children  have 
caused  me  to  bite  my  tongue  more  than  a  few  times  during  my  own  marriage.' 

HILLARY  RODHAM  CUNTON:  Right. 

BARBARA  WALTERS:  When?  Why?  Oh  I  can't  wait  to- 

HILLARY  RODHAM  CLINTON:  All  the  time.  I  think  any  couple- 

BARBARA  WALTERS:  You've  considered  divorce? 

HILLARY  RODHAM  CLINTON:  No,  never  a  divorce,  but  certainly  I  have  thought  hard 
about  how  a  situation  can  escalate  out  of  hand.  You  have  to  really  be  committed  to  it  and 
you  have  to  be  willing  to  make  compromises  and  to  bite  that  tongue  from  time  to  time. 

BARBARA  WALTERS:  To  make  that  marriage  last,  almost  no  matter  what. 

HILLARY  RODHAM  CLINTON:  At  least  during  the  childhood  of  those  children,  yes. 

BARBARA  WALTERS:  You've  heard  the  expression  murder  yes,  divorce  no. 

HILLARY  RODHAM  CUNTON:  Right,  yes  I  have. 
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BARBARA  WALTERS:  Did  that  ever  apply  to  you? 

HILLARY  RODHAM  CLINTON:  No,  but  maybe  shon  of  that.  I've  had.  you  know,  just 
like  all  of  us,  we've  had  our  ups  and  our  downs  but  it's  been  such  a  great  commitment  for  us 
and  I  think  having  Chelsea  made  it  even  stronger. 

BARBARA  WALTERS:  I  want  to  talk  a  little  bit  about  Chelsea.  She's  going  to  be  16  next 
month. 

HILLARY  RODHAM  CUNTON:  Yes,  she  is. 

BARBARA  WALTERS:  You've  kept  her  out  of  the  press  and  the  press  has  been  really 
pretty  good  about  it. 

HILLARY  RODHAM  CUNTON:  Yes. 

BARBARA  WALTERS:  She'll  be  going  off  to  college.  Tell  us  just  a  little  bit  about  her. 
What  is  she  interested  in?  What  do  you  think  she  wants  to  do? 

HILLARY  RODHAM  CLINTON:  Well,  she  is  still  very  interested  in  ballet.  Right  now  she 
wants  to  learn  to  drive  and  get  a  driver's  license,  which  is  something  I'm  living  in  fear  and 
trembling  of,  but  her  father,  which  is  very  scary,  is  teaching  her  how  to  drive.  So  they're 
having  a  good  time. 

BARBARA  WALTERS:  Well  there  goes  that  relationship  there. 

HILLARY  RODHAM  CLINTON:  You  know,  they  were  doing  everything  from  parallel 
parking  to  backing  up.  When  I  came  back,  'I  said  well  how'd  it  go,  how'd  it  go?'  And  she 
said.  'Well,  I  think  dad  learned  a  lot.'  So  they  really  have  a  good  time.  But  shell  be  looking 
at  college  and  I'm  just  not  looking  forward  to  that  myself.  I  will  miss  her  so  much. 


BARBARA  WALTERS:  Let's  not  use  Chelsea  as  an  example,  but  if  you  had  a  teenage 
daughter  who  became  pregnant  and  wanted  to  have  an  abortion,  not  have  the  baby,  would 
you  support  it? 

HILLARY  RODHAM  CLINTON:  Oh  gosh,  I  just  even  can't  imagine  that  decision.  I'd-  I-  I 
would  do  whatever  I  could  to  support  her  and  it  would  be  a  terrible  decision  and  we  can 
avoid  that  being  the  choice  if  children  are  given  good,  responsible  information  and  ability  to 
say  no  at  an  earlier  age. 

BARBARA  WALTERS:  Do  you  feel  that  a  parent  should  be  notified  if  an  under  age 
daughter  wants  to  have  an  abortion? 

HILLARY  RODHAM  CLINTON:  I  believe  in  parental  notification.  I  think  there  are 
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BARBARA  WALTERS:  I  must  remember  that  nursery  rhyme  from  her  book. 

HUGH  DOWNS:  Right.  You  know,  what's  fascinating  is  that  in  spite  of  her  attempts  to 
change  her  image,  son  of  become  more  traditional,  more  behind  the  scenes- 

BARBARA  WALTERS:  If,  indeed,  she  was  trying  to,  yeah? 

HUGH  DOWNS:  Yeah,  she  still  is  in  the  center  of  a  storm.  Is  this  book  of  hers  going  to 
help  her  any  with  that,  do  you  think? 

BARBARA  WALTERS:  I  don't  think  it's  going  to  make  a  difference  to  the  Whitewater 
investigations.  I  think  there  will  still  be  a  great  many  people  who  will  say  when  she  says  I 
don't  approve  of  this,  even  though  she  doesn't  order  it,  isn't  that  enough  to  make  people 
jump  and  do  what  she  wants  to  do? 

HUGH  DOWNS:  The  power  of  the  position. 

BARBARA  WALTERS:  That's  right.  What  this  book  will  give  her  is  a  forum  to  discuss  the 
book,  which  has  many  very  good  social  agencies  that  can  help  people  and  so  forth.  It  will 
give  her  the  chance  to  show  what  she  is,  a  first  lady  with  opinions  and  a  first  lady  with 
knowledge.  We  have  never  had  a  first  lady  write  a  serious  book  while  in  the  White  House. 
We  have  not  had  a  first  lady  quite  like  this. 

HUGH  DOWNS:  I  think  people  would  be  interested  in  where  the  money  this  book  yields 
will  go. 

BARBARA  WALTERS:  It's  going  to  go  to  children's  hospitals  and  the  National  Association 
of  Children's  Hospitals  will  help  Mrs.  Clinton  decide  where  it  goes. 

HUGH  DOWNS:  Thank  you.  Barbara. 

BARBARA  WALTERS:  You're  welcome. 
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DATE  BADGE    t     /TtPE       BLOC 


REOI'ESrOil 


..4E&UE1IU SAE112_ 


9307»«   340804 yE_ 


RE5IBINCB 
PESIDSNCe 
^ESIDBMCE 
RESIDENCE 
RESIDENCE 


SAENZ 
SAENZ 


'       hartine; 

.    T    [  mmiAMnlfe 


(Ajjpo 
3^- 


Jiafil&i LSliLl 


u 


104 (^B2 


Ji 


Elll«i^l^glS!i 


s  eaeeei 


1189 


020082 


1190 


S  020083 


1191 

REDACTED 

THE  WHITE  HOUSE 
PERSONAL  SERVICES  VOUCHER 


io~H^  U-7q^nAl-^ 


r 


EVENT. 


L-iTfic,     H-e\p     ror    Ksl^ 


05889 


HOURS  WORKED 

RATE 

TOTAL                             j—^ 

> 

Id^'On 

I 

Ui^.cJ 

V 

/0^-CW 

ft^ 

AMOUNT  DUE: 

1192 

REDACTED 

THE  WHITE  HOUSE 
^£BSONAL  SERVICCS  VOUCHCn 


SOCIAL  SEtfURITY  NUMBER. 


05890 


DATE 


7-^.7-S^u^ri-7--7 


.TIME. 


LX-TA,,        H^lp       fcxr       tiilC 


1193 

REDACTED 

THE  WHITE  HOUSE 


05891 


DATE 


"7-g-9^ 


^>(~r^f.    (~U{p    r^r     (M^\: 


1194 

REDACTED 

THE  WHITE  HOUSE 
_E£RSn!lilLS£RVICES^WttGHEfr 


05891 


Cln.y<y\^^       (^6rT.in 


nxme 

sociV  sE(;uRmr  number 

adores' 


~7-??-9^ 


.TIME. 


I:^^~^(^    (-{<{()     C^ir     Ms.\: 


1195 

REDACTED 


00604 


DATE  7-9      l-/nahr>   7-/)-^g  TIME 

FVFMT      /^<T^Cs  H^\P  for         H^-^ 


^ 


1196 

REDACTED 

THE  WHITE  HOUSE 
PERSONAL  SEHVIChS  VUUCHhH 


UAv-  m-gn  fnrxi    I  .t^  <■ 


SOCIAL  SECURITY  NUMBER 
ADORESSN 


G0605 


7-/^      -7-/M    ay,A    7-1-7-^^TIMF 


EVENT. 


i-f^TAr.     h\^\p      por      Msr 


'■''.'■.  V.-. 


wVmf    L6Pp>^tx  lOy^f    1    .x^c 


1197 

REDACTED 

THE  WHITE  HOUSE  J 

MRsoNAirSEfivtet^iratnmER 


DATE 


-7-/^,  '>-iq  one)  7-Jo-Ui 


n 


00617 


/TyTf^c    l-U\p    Tc      /-K< 


1198 

REDACTED 

THE  WHITE  HOUSE 


TERSONAL  SERVICES  VOUCHER 


&.<rrr^^(i  i-r         i'^Ai  (  wi  r 


SOCIAk  SECURITY  NUMBER. 
ADDRESSN 


00607 


DATE 


7- XI  AhA  -?-xx-9b- 


TIME. 


l^f^Tfiu H^\p Lcr thL. 


1199 

REDACTED 


00623 


DATE 


i-r^b  1-^H^^^  '^~l'^-9^\m 


EVENT. 


\^i.{  ( 


6v    Mi^lp      Tcr    /7-,tr 


1200 

REDACTED 

THE  WHITE  HOUSE 


C  6  P,  m    P  L^  tV\  gyrX  .   »«.  ^ 


SOCIXL  SqCURmr  NUMBER  _ 
ADDRES5 


00624 


IME. 


1201 

REDACTED 

THE  WHITE  HOUSE 
EERSONA^SiRVICES-VOtfeH 


(,6^m-gA  (y](\v    1    i<r>  % 


socuu.  SEfURmr  number 

ADDRESS 


00625 


1202 

REDACTED 

THE  WHITE  HOUSE 
.££BSaMUSEAVIC£&^mtf6HEih 


g-V/?n.>     g-^-9^ 


Q0626 


.TIME. 


^i.  I  rc.     H^lj/1      )-  far      HSK 


L/^tfn)^^^  fhrv. 


1203 

REDACTED 

THE  WHITE  HOUSE 
PERSONAL  SEHVICbS  VUUCHET 


00644 


DATE 


<:<-L>      <<-T  0^^^   !^-Q-^^ 


TIME. 


I^<  I  Au     l'\fi(>    Tcr      Mctr 


1204 

REDACTED 

THE  WHITE  HOUSE 


hW     (,/lAinverA  n)(\rY.i.    ■■■ 


-PERSONftrSERVICESnnmHER 


00645 


5^-^/    9,'icoivl  ?^ -'/-?? 


TIME. 


[^iCJAr.       /^-flfO      Tor      hMK 


I  lequcil  ptyment  lor  the  tmount  shown  tbovt  tstomptnuUon 
lor  iervKti  I  ptrlormed  tnri  I  urtdersUnd  Ihil  M/s  ii  Wabit 
income  which  muit  be  reported  lo  the  Inlerrul  fle«/iu<l  Service 
on  my  annual  filing 


sTgnalure 


^,-yL^i^.J^' 


SOCIAL  stcuRmr  number 

AOOREsX 


1205 

REDACTED 


THE  WHITE  HOUSE 


PERSONAL  SERVICES  VOUCHER 


A>i-<j>^       fn  A^  '  maT" 


00646 


DATE 


^-'H    (<-(s^i,^  j?-/b-9^ 


r7(T<?0  H-,^1,0  t^cr  /V;^ 


/  tcquetl  ptymml  lof  Ite  imcuM  s/iaan  <tov«  j<  iomdc/iuljon 
lof  temcrs  I  puioimtd  antf  /  unUnWid  Uul  tnp  it  UaM 
income  wtucJt  must  bt  itporttd  lo  tht  Inltiml  Rtwuii  StnMt 


on  my  uwuil  Ung 
Signature 


.^2S 


1206 

REDACTED 


DATE 


9>-ll    6(ic>  (^-1  <?  -9s 


00647 


.TIME. 


EVENT. 


/^%T/?u      /7>p/p      \^(.r      H  S)C 


1207 

REDACTED 

THE  WHITE  HOUSE 
PEBSflNAI  f?FRVIffES4ffltffiH 


o-c  n^^  Y^ n^f..^  K  .w  ^ 


SOCIAL  SECURITY  NUMBER 
AOORE^ 


DATE     g-^^  .  9i><\    /^/utt^-Tr-rmf . 


00955 


EVENT. 


IZ-k—y^         H^{(>        y  or-       HiK 


r-NOURS  WORKED 

RATE 

'  • 

TOTAL                            1 

\    ■     ■            ' 

ln'~i.(rrJ 

X 

/O'^T^ 

e     '■ 

/CM     CO 

AMOUNT  DUE: 

^^(?     CO 

1208 


REDACTED  Fl 

THE  WHITE  HOUSE J 

PEftSeWfti  ShKVIChS  VUUUHER 


00956 


addre: 


nATF     Q~l\       <A-*\   /^nA    <^\-\~^->    TIMF . 

FVFMT     ^  X  Tr-u      /-I  -<?  I  p- 


1209 

REDACTED 

THE  WHITE  HOUSE 
PFRSflMAI  SFRVinFfHfflWHtFfr 


00956 


C  <^^r  m-^^ f*'^Ax  {  .n  s 


NUMBEP 


DATE    fP-^(      <^-'l  /^nA    <^f-:i-^^   TIME . 
FVFMT      ^  X  Tr-V. /-I  -P  I  p 


1210 

REDACTED 


05892 


DATC    A -3-^,   L-^O^^Al^M^imf  _ 


EVENT. 


l^^-TAn     M-^lp      Cnr      h(^\C 


1211 

REDACTED 

THE  WHITE  HOUSE 
PERSONALSEfiWCESJmUCHE 


■S  1 1 1/ 1  g    T:>a     ^  .  I 


iiiL 


NUMBER 


05893 


EVENT. 


7-Z  ."7-3,/?^,|7-M^5nMF 


1212 


REDACTED 

THE  WHITE  HOUSE  ^___^ 

ERSflWAtSEflViefnmUCHER 


ADDRE 


DATE 


7-S,7-C.  /t?n.j7-7-^? 


.J.S894 


TIME. 


EVENT- 


t:--fT(ea     ^~e\0     Per     H^  K 


pHOURS  WORKED 

RATE 

TOTAL                             1 

\ 

iOH.A 

\ 

/  n  tV  ■  f  ro 

? 

/oHrrr. 

AMOUNT  DUE: 

^3|X.au 

\Ot\UA 


I  requesi  fnymenl  lor  ttte  tmounl  shown  iboi/e  is  CBmpeasilion 
lot  services  I  performed  ind  I  undersUnd  Out  Oik  is  aable 
irKome  wtiich  must  be  reported  to  the  Inltrral  Revt\ue  ^«fvice 
0/1  my  innial  tiling 


/ 


v^ 


.^gnalure 


^<-^ 


■III 

S  0203J 


1213 

REDACTED 


THE  WHITE  HOUSE 
PERSONAL  SCnVICESiffltKnfEir 


00608 


-^  1 1  O  '  (\         b  ^  S  '  I  U  (i 


SOCIAL  SEqURfTY  NUMBER 
AODRES 


DATE 


l-ii   l-ixauA-^~i\-<is 


TIME. 


l^tTiiG     AUlp    Tor    H'K 


1214 

REDACTED 


THE  WHITE  HOUSE 
-PfRSONAtSEftVf 


-^  1 1  (y-  f-y         b  ^  S  '  I  O  (i 


00608 


NAME 

SOCIAI,  SEClURtTY  NUMBER 

ADORES 


DATE 


I'll   1-aauA  n-(^-^s 


FVFNT    Ki.  (  Re.     A/^lp    Tor    H'i: 


1215 

REDACTED 

THE  WHITE  HOUSE 
PERSONALSERVICESJUUICHEB- 


^  I V  o .  ct       P)  r>        S  ,  1 1,  o 


00609 


DATE 


1-lH     l-lS  t^iul  l~(lo-^^imf _ 


EVENT. 


^<  '  fig      ^elp       Tcr       H'.IC 


HOURS  WORKED 

RATE 

TOTAL 

1 

/(    M     <^J 

I 

% 

/cH  ct 

AMOUNT  DUE: 

3'  I  t-x 

/  itquesi  (uyminl  lor  Iht  unoum  shown  tbon  i\compinulion 
loi  itmcts  I  furtoaned  tnd  I  undtrtltnd  l/U(  1^  ujtuaMt 
incomi  wluct)  must  be  rtponed  lo  the  Inlemtl  f 
on  my  j/inuj/  tiling 


1216 

REDACTED 

THE  WHITE  HOUSE 
PFRsnMfli  SFpviRFS  uniinH 


DATE 


'"?~'9{    1-ic,a,-,A  V-Xn-f^u 


00610 


EVENT. 


_  'V 


1217 

REDACTED 

THE  WHITE  HOUSE 
PERSONAL  SERVICES  VOUCHER 


00611 


-In!  U.g  r^(,\  Si) 


NUMBEP 


\KL 


DATE 


^7-^^  av\c\  1-  7--x-H^ 


.TIME. 


^<T(lh       n-olp       C(,r      bV.t 


HOURS  WORKED 


1218 

REDACTED 

THE  WHITE  HOUSE 
PERSONAL  SERVICES  VOUCHER 


NAM! 


K-g<nftrA UiJO•<^ 


SOCIAL  SECURfpnrUMBER 
ADDRESS 


DATE 


C^-%^   _    6>-3o^r.d">-/~<?5-TIME 


EVENT. 


^i^r^a      /l^lp     Tor     Hstc 


C5897 


HOURS  WORKED 


RATE 


1219 

KDACTED 


J5898 


DATE 


7-H    7~5'/<(oA7-6>-^5 


TIME. 


EVEMT_ 


t-<lAa       Alf>/p       Tor      H'^K 


1220 

REOMTED 


THE  WHITE  HOUSE 
PPB^ONAI  gPRtfiPCS  VOUCHFfr 


05899 


EVENT. 


£Iv~^A      Hrlf     Tor    hi^K 


1221 

REDACnO 


1)0613 


DATE  "T-'O  ,  "?-  II  Cu^A  7-1  Z-<7r     TIMF . 


EVENT 


l^^TAr, H^(p Fr..    M^V^ 


HOURS  WORKED 


1222 

REDACTED 

THE  WHITE  HOUSE 
PFRSflNAI  SERVICES  VOHe 


DATE 


7- '3      7-/S   An,t    -?~'7-«?5"l 


=)0614 


EVENT. 


£v   \  Au      (~U\p       (^or       M'-.K 


1223 

REDACTED 

THE  WHITE  HOUSE 
___PERSONALSERMESJUmCH 


00615 


1- 


/<K    7-Zf>  6/lr^7-^>-^SnMf 


EVENT 


i^H^TtU       l-l^ip      for       M5iC 


HOURS  WORKED 


1224 

REDACTED 

THE  WHITE  HOUSE 
PERSONAL  SERVICES  VOUCHER 


DATE. 


■7^JX-^^ 


•J0616 


.TIME. 


EVEHT_ 


/^x  Ur.     H^ifJ     fcr      H^-t: 


HOURS  WORKED 


I  OR  ACCOUNTING  USE: 


Signature 


IlilUIMPPII 

S  02036/1 


1225 

KDACTED 

THE  WHITE  HOUSE 
RS0NA4^£flVfeE^ira 


adores: 


00627 


DATE 


^-3.H    'l-7^nr,f^l-lL-^^ 


TIME. 


EVEMT. 


E<  I  ra     H-e\p      Frr       M  ^  >C 


loe(?l^^>r\         (ua^A 


adore: 


1226 

REDACTED 


DATE 


9-7  7     ?--lg  n^>cl  7-7t^<f- 


00628 


TIME. 


EVENT. 


tvTrr.      H^l,9      Per      Hcr 


1227 

REDACTED 


0062^ 


DATE 


7-31       ^-1    Ar^^Si.-)--9S 


n/FMT     L<   '  fft       M-f  1,9       t-  or       W'X 


HOURS  WORKED 


1228 

REDACTED 

THE  WHITE  HOUSE 


PERSONAL  SERVICES  VOUCHER 


^^^•A        iKTV^r-cT 


SOCIAL SEtURITY  NUMBER 
ADDRESS ^ 


00630 


DATE 


%-^)       g-M  /3,»dl  <^-^-9S 


.TIME. 


EVENT. 


^/TiA    H<-l|-?    Tcr    M:tr 


/  ftquesi  ptymtnl  hi  tht  tmount  shown  tbovi  »s 
lot  tentcts  I  pertaaned  tnd  I  unieisttnd  ttal 
income  which  aiusl  be  itpoited  to  0»  Inlenal  Ret 
on  my  annial  tiling 


A  i 


Signature 


1229 

REDACTED 

THE  WHITE  HOUSE 
PERSONAL  SERVICES  VOUCHER 


h<'flnrv<  \^  iilcyTr\ 


NUMBER 


00648 


^--)    Ji.-%^uui  r-q-^q^ 


EVENT_ 


L^<    <  R(^      M^lp       Per       l~^'.K 


HOURS  WORKED 


1230 

REDACTED 


THE  WHITE  HOUSE 
^CnSONAL  SERVICES  VOUCHEH 


0064! 


V^^(?i\torr>        UyfwA 


SOCIAL  lECURFTY  NUMBER 
ADORE 


DATE  K-'C)     <7-//  rn,^9--»l-^^  TIMF . 


EVENT- 


EliTyc.     i-Ulp     pf.      Hstc 


1231 

REDACTED 


DATE 


^-/C       ?-/G    Ctnci    -.<:-'7-9^TIMF 


30650 


EVENT. 


£^Tr(>      H^i^)       frr-      HsiC 


1232 

REDACTED 

THE  WHITE  HOUSE 
.PEflSHML-SERVlCES^HHIGH 


adores: 


FWFMT  F  V  Trig       H-<  \p       Far      !\ C  k 


10950 


1233 

REDACTED 


0095 


^-ai^-13    /=<nd  (<-X',-^^ TIME _ 


L  <   I  r(^      ^^-eif)       F(^       Mcr 


1234 

REDACTED 

THE  WHITE  HOUSE 
PFR.snMfli  .spRUiRFQ  wniinH 


DATE. 


9>~x^  ^-?-S/>/wt<?-3q-^rTiMF . 


00960 


EVENT. 


^<Trr.      fl-^l..^      l-c-      Hst: 


1235 

REDACTED 


00961 


ADORES 


DATE     ^-   ^0       (^-  j(/q/v.^(   ^-f-fr   TIMF 


1236 

REDACTED 

THE  WHITE  HOUSE 
PERSONAL  SERtfinFS  vniinHFR 


JdJS-^      A        t-cU-egno. 


DATE 


fn~^0]    l-l   /)n.)    1-3 


q^ 


05885 


.TIME. 


t^^ft^g     /-/■€(  p    For     H<;tc 


.HOURS  WORKED 


1237 

REDACTED 

THE  WHITE  HOUSE 
PERSONAL  SERVICES  VOUCHER 


:)5886 


^url^^T/^A    H-^lf   Toy    A/s^ 


HOURS  WORKED 


RATE 


TOTAL 


1238 

REDACTED 

THE  WHITE  HOUSE 
PERSONAL  SERVICES  VOUCHER 


05887 


ADDRESS 


DATE. 


•7-7~q 


.TIME. 


EVENT. 


^<\Qo.    l\^\p     Por    Ni< 


HOURS  WORKED 


1239 

REDACTED 

THE  WHITE  HOUSE 
PERS0NALS£RyiC£S4MWCH 


vJo^<       /^         p>cK^o»\a 


DATE 


~7-M     1-n  glnA7->3Sfi 


15900 


ME. 


EVENT. 


Ctr({a    H^\p    P...    M-.< 


JiflURS  WORKED 

RATE 

TOTAL 

\ 

I  OH    a/ 

L 

n^^t> 

9> 

loq    (rr. 

AMOUNT  DUE: 

^3.(1.00 

la  utvKts  I  fitrtoimta  trd  I  uaiUnfiniS  Ihit  I 
itcant  wtiki)  must  b*  npotud  lo  Ihf  Inttmil  /)«>< 
00  mynnuil  Okiq 


1240 

REDACTED 

THE  WHITE  HOUSE 
PERSONAL  SERVICES  VOUCHER 


00601 


oml'/H    l-ieri^r^  -7-/-7^5 


TIME. 


EVENT. 


^V  I  ^fv       H^\p       Tor       H'-.K. 


HOURS  WORKED 


RATE 


TOTAL 


1241 

REDACTED 

THE  WHITE  HOUSE 
_PFBSflNAI  SFRVIOFS  VfltirrH 


^o^,^     ^      ^  c  ^^-pc^lv» 


OATE 


'7~'(<^     l~IQQyA-7-tO~%Mf 


00602 


:«rMT  ^^    M6  l-(^{p  TCY  HSIC 


1242 

REDACTED 

THE  WHITE  HOUSE 
__JERSOMLS£B1UCHS_UOUCH 


JoS>g  A  ^ck^f.rsf, 


00603 


DATE. 


i-j  t-q> 


.TIME. 


EVENT. 


Ly  it^a      H^lp      Cor      /-/sic 


1243 

REDACTED 

THE  WHITE  HOUSE 
AL-SiRVIC£S^fe 


00619 


r 


EVENT. 


(^^  \   rc^     Ht°l|0      \or      ^\'X 


1244 

REDACTED 

THE  WHITE  HOUSE 
PERSONAL  SERVrCES  VOUCHER 


00620 


RffifT     ti<Trc\      H-eljO      Toy-      H  CIC 


HOURS  WORKED 


RATE 


TOTAL 


1245 

REDACTEB 


THE  WHITE  HOUSE 
inSONAL  SCnVICES  WOUUHEH 


00621 


JoSp fc ^c  k 


^C'^C\ 


SOCIAL  SfCURITY  NUMBER. 
AODREi 


MTF    ^'-K   a-a'Anr(/^3-<?g     T.1.1: . 


EVENT 


l^i^  i  rc,       N<  (,0      Ur       A<ir 


1246 

REDACTED 

THE  WHITE  HOUSE 
PERSONAL  SERVICES  VOUCHER 


OoS-g fi S^C  l^-e  r.i\a 


wmBtir 


00622 


S-q    6n.l    g-S-<?S-         Tiyp 


EVENT. 


Ei.  [ra     M-e\|9     Toir     H^t 


HOURS  WORKED 


RATE 


TOTAL 


1247 

REDACTED 


THE  WHITE  HOUSE 


-PEftSOffArSERVrCESVOUCHER 


0n64C 


GS-f 


\-  r l^^t,, 


DATE 


^-S:,  ^-^  6nrl    >?-  /Q-'fg 


TIME. 


EVEMT. 


^<Tf^(,    H^\^    /^o>'    Her 


-•■•'•■■V 


1248 

ftEDACTEO 

THE  WHITE  HOUSE 
__PEBSflNALS£RVICiS^WH 


JoS-f       A        t  ( h-e  (trig 


SOQIAL  SECURmr  NUMBER 
ADDRI 


00641 


DATF     ^-  M    ^  -U  dnA   <<->W-?y 


TIME. 


EVENT. 


bJATAb      M-elp      For     H^K 


1249 

REDACTED 

THE  WHITE  HOUSE 
PERSONAL  SERVICES  VOUCHER 


JoCy       A  ^ci^^o..rv 


10642 


DATE 


4^-/b'     <k-llor\r.ACi  >-i^^mf . 


EVENT. 


^<rAh      ^Y-(^     fcr      M:lv 


HOURS  WORKED 


1250 

REDACTED 

THE  WHITE  HOUSE 
PERSOML^ERIUCESJUUCH 


00643 


DATF      ^-'5<   O^^A      9.-19-^5       T.MP 

FVfHT  LiTf^c.     U^\f>     Fox-     H^K 


1251 

REDACTED 

THE  WHITE  HOUSE 
PERSONAL  SERVICES  VOUCH 


DATE 


'^-X.2~^  ^-llA^({9,'XH~9y 


00951 


TIME. 


EVENT 


^^  t  tZr,      n-flf)      Tor tt^ 


1252 

REDACTED 


THE  WHITE  HOUSE 
■EBSONAt^ERVIOESHWtfeHEl 


0095; 


1253 

REDACTED 

THE  WHITE  HOUSE 
PERSONALSEBUlCiS-VOtfGHI 


DATE. 


'k-V'y  _    &--G^orlg  IZ-f^^Mg 


00953 


EVENT. 


^<Tr(.     H^(p     Tor     HfK 


HOURS  WORKED 

RATE 

TOTAL                              J 

L 

/O'^   crx./ 

.V 

^^______^ 



lOH-CX, 

^ 

/n'^  L-u 

AMOUNT  DUE: 

'^liXCn. 

APRHOVAL- 


^in^ 


I  rtQuesI  ptymem  loi  lite  tmouM  ihown  ibovt  is  comfienmion 
lot  sentcti  I  fidonntd  itul  I  imlenUnd  dal  tfia  a  kuMt 
nconw  w/HC/i  mini  bt  rtpontd  lo  Ihe  InUrrjil  Rcvt/ujt  Seme* 
on  my  vmuil  tiltng 


Signature 


S   028398 


1254 
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HEADLINE:  Clinton  qiv  taped  taatinonv  in  McDouqal  bank  fraud  trial 

BYLINE:  NANCY  MATHIS,  Houston  Chronicle  Washington  Bureau;  Staff 

DATELINE:  WASHINGTON 

BODY: 

WASHINGTON  -  President  Clinton  testified  on  videotape  for  more 
than  four  hours  Sunday  as  a  defense  witness  for  his  former 
Whitewater  partners  on  trial  for  unrelated  bank  fraud  emd 
conapiracy  charges. 

The  content  of  the  president ' s  testimony  will  not  be  made 
public  until  it  is  presented  at  the  trial  for  James  and  Susan 
McDougal  and  Arkemsas  Gov.  Jim  Guy  Tucker. 

Clinton,  who  is  not  accused  of  criminal  wrongdoing  in  the 
case,  was  called  to  refute  allegations  made  by  chief 
prosecution  witness  David  Hale.   Hale  alleges  that  Clinton,  as 
Arkansas  governor,  pressured  him  to  make  an  illegal  Small 
Business  Administration  loan  to  Suseui  McDougal . 

The  McDougals,  on  trial  with  Tucker  for  allegedly  benefiting 
from  improper  federal  loans  made  by  Hale,  have  denied  the 
charges.   Clinton  has  called  Hale's  accusations  ""a  bunch  of 
bull .  '  • 

""He  has  always  said  he  would  cooperate.   He  has  had  nothing  to 
hide,  will  have  nothing  to  hide  and  I  think  he  will  do  very 
well  today, ' '  said  White  House  Chief  of  Staff  Leon  Panetta  who 
appeared  Sunday  on  ABC's  This  Week  with  David  Brinkley. 

""His  position  is  that  there  was  nothing  improper  in  their 
relationship  and  he  will  testify  to  that, ' '  Pauietta  said  prior 
to  the  deposition. 

The  McDougals  and   the  Clintons  were  partners  in  an  Arkansas 
land  venture,  the  Whitewater  Development  Corp.,  that  failed. 

Independent  counsel  Kenneth  Starr  is  investigating  whether  the 
Clintons  benefited  improperly  from  their  relationship  with  the 
McDougals  and  James  McDougal ' s  failed  thrift,  Madison  Guaranty 
Savings  and  Loeui.   A  spinoff  of  the  Whitewater  probe  resulted 
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in  Che  indictment  of  the  McDougals  and  Tucker. 

Clinton  testified  from  the  white  House's  historic  Map  Room, 
where  Franklin  Roosevelt  received  his  briefings  on  World  War 
II,  starting  about  1:12  p.m.  and  ending  at  5:38  p.m.  (EDT) . 

Lav/yers  from  all  sides  and  the  McDougals  were  present.   U.S. 
District  Judge  George  Howard  Jr.  monitored  the  deposition  from 
his  courtroom  in  Little  Rock,  Ark.,  through  a  secured 
satellite  transmission. 

A  treuiscript  of  the  deposition  will  be  released  after  the 
videotape  is  played  in  the  Little  Rock  courtroom.   The  date  has 
not  been  scheduled.   The  videotape  itself  was  sealed  by  court 
order  cuid  participauits  under  instruction  not  to  discuss  it. 

The  White  House  wants  to  keep  the  videotape  sealed  to  prevent 
its  use  in  campaign  commercials  by  Republicans. 

""The  fact  of  the  matter  is  the  Democrats  wanted  to  have  this 
deposition  taken  out  of  public  view  and  done  on  videotape  so 
President  Clinton  wouldn't  have  to  testify  in  public,  '  '  said 
Haley  Barbour,  the  Republican  Party  chairman,  to  CNN. 

Previous  presidents  also  have  testified  on  videotape.   Gerald 
Ford  and  Jimmy  Carter  testified  at  criminal  trials  on  tape. 

Ronald  Reagan,  after  leaving  office,  testified  on  videotape 
for  the  Iraui-contra  trial  of  Oliver  North. 

Also  on  Sunday,  Newsweek  magazine  reported  that  Hillary 
Clinton's  fingerprints  were  on  the  sought-after  billing 
records,  lost  for  two  years  and  recovered  last  January.   The 
records  detailed  her  legal  work  on  behalf  of  Madison  and  James 
McDougal . 

Starr  also  is  investigating  how  the  billing  records  were  lost 
ouid  recovered  at  the  white  House.   The  white  House  dismissed 
the  Newsweek  report,  noting  Hillary  Clinton  may  have  hauidled 
the  billing  records  in  1992  when  they  were  moved  to  the 
Clinton  campaign  headquarters  from  her  law  firm. 

Susan  McDougal,  posing  with  her  ex-husband  in  front  of  the 
white  House  prior  to  the  deposition,  criticized  the  Whitewater 
investigators . 

""I'm  never  going  to  be  OK  again.   They've  bullied  my  family. 

They've  bullied  my  parents.   They've  hurt  everyone  in  my  realm. 

Every  friend  I  have  has  been  tortured  by  the  FBI  and  the 
special  counsel.   I'm  very  upset  about  it.   I  shouldn't  say  that 
but  I  feel  it, ' '  she  said. 

It  was  Susan  McDougal ' s  attorney  who  summoned  President 
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Clinton  to  testify. 

Clinton's  testimony  comes  at  a  critical  time  in  the 
two-year-old  Whitewater  investigation.   Public  interest  in  the 
Whitewater  probe  has  been  on  the  wane  as  public  approval  of 
Clinton's  presidency  has  increased. 

The  focus  of  the  media  interest  also  has  moved  to  questions 
about  conflict  of  interest  on  the  part  of  Starr,  a  Republican 
partisan  appointed  as  chief  investigator.   Starr,  who  has 
maintained  his  private  law  practice,  has  recently  represented 
a  number  of  conservative  causes  such  as  tobacco  firms  that  are 
under  fire  from  the  Clinton  administration. 

James  Carville,  Clinton's  1992  campaign  adviser,  said  on  NBC's 
•'Meet  the  Press''  that  Republiceuis  are  ""trying  to  use  this  to 
win  an  election  that  it  looks  like  they  are  going  to  lose  now. 

People  see  through  it.   They  don't  care  anymore.  '• 

GRAPHIC:  Mug:  Bill  Clinton 

LANGUAGE:  ENGLISH 
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Mr .    Coburn 


Sewer  *ad  Valet  Corpor«tioo  (Cajtle  Sewer)  ind  to  Fuibrijht.  U*rd 
(till  own*  a  imall  parcel  wbich  iccurc*  another  Hadiaoo  Cuariacy  loan 
and   which    will    be    purchaaed    by   Madiaon    Financial. 

Ward  apparcncly  varehouacd  Chit  land  Co.  reduce  Mkdiaoa  financial'! 
inveacacoc  and  Che  aCCendanc  borrowini  froa  Madiaoa  Cuaraccy.  In  chii 
way,  liaicaciona  on  Madison  Cuaiancy'i  invcicaaac  in  ics  Service 
Corporation  are  avoided.  In  fact,  $100,000  of  Ward's  remainin(  loan 
on  Castle  Ccande  land  appears  Co  have  been  diverted  to  Madison 
Finaocial  chrouch  a  third  party.  By  uaing  thia  circuitous  route, 
additional  Madison  Guaranty  invescaent  in  Madison  Financial  was 
disguised    aa    a    loan   to   Ward. 

Most  of  t.'ic  re*ainioc  land  held  by  Madison  Financial  (about  ^70  acres) 
is  to  be  developed  ss  residential  lots  for  double-wide,  aaaufaccured 
hoaes.  A  few  of  the  lots  are  about  .8  acres  but  aost  sversge  .  <•  acres 
snd  in  ooe  phase,  the  average  size  is  .27  acres.  To  date,  5536,000  of 
developacnt    costs   have    been    expended. 

The  following  figures  suoaarizc  Che  sctivity  since  sequisicion.  Of 
the  total  claaaified  loans  at  Caatle  Crande  of  $:,983,000,  SZ, 233, 000 
represent  loans  Co  aeabers  of  the  McOougal-Henley  Croup  (all  but  one 
loan).  Direct  cash  payaents  to  group  aeaoeri  or  sffil.sccd  coapanie] 
(froit  loan  proceeda)  include  5222,000  paid  to  Madiaon  Real  Zttate  aa 
sales  coaaissiona  and  S460,000  diabursed  dxrcctly  to  individual  group 
ncaoers.  Of  the  residential  developaenc  coats  paid  to  date,  $S7,000 
(101  of  total)  was  paid  to  various'  group  aeabers  or  affiliated 
coepanies.  Of  this  aaount  ,  $44,000  was  paid  Co  .Madison  Maricti.ng  sno 
Designer  Construction  for  advertising.  This  saounc  rcereieats  192  of 
sll  advcrtiaiag  ezpeases  to  dat  ej__ind_a_t  ai*i_  a.f_i300  ,  300  bas  been 
reser-vcd  for  future  advertiains.  Sales  of  the  large  par:als  in  Caatle 
Crande  have  resulted  in  the  recognition  of  $1,4S1,000  of  ficticious 
mcoae  Co  Madison  Guaranty  and  Madison  Financial,  Chua  iaflacing  net 
worth  by  thia  aaount.  This  incoae  was  rccogsixed  despite  Che  fsc: 
that  alaost  all  the  sales  were  to  sffiliatad  persons  and  ware  fully 
financed  by  Madison  Guaranty.  This  income  generates  bonuaes  to  Jaaes 
McOougal    and   John    Lachaa  estimated    to   be    approziaatcly   SIOO.OOO   cac.i. 

B.        Classification 

The   Casclc   Crande    asaets    aubject    to   claasi f icat ion    are    as    follows: 
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G  ADDITIONAL  CHARGES    In  aoan 
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O  Etiaci  of  Vanabta  Ratv  An  inoaata  m  in*  >niaf*«i  rata  witi  nava  ir^  ioiK)«*>r>^  a'laa  on  r 
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MINUTES  OF  MEETING 

BOARD  OF  DIRECTORS 

MADISON  FINANCIAL  CORPORATION 
September  12,  1985 


The  Board  of  Directors  of  Madison  Financial  CorporatLon 
met  on  September  12,  1985,  at  1:00  p.m.  at  the  office  at 
16th  and  Main  Streets,  Little  Rock,  Arkansas.  All 
directors  were  present.  The  minutes  of  the  previous 
meeting  were  read  and  approved  as  recorded. 

Chairman  McDougal  introduced  the  first  order  of  business 
before  the  board:  the  purchase  of  approximately  ■^OO 
acres  for  a  mobile  home  development. 

The  acreage.  Located  on  l<45th  Street,  (near  Pratt  Road), 
is  to  be  proposed  in  conjunction  with  Castle  Industries, 
a  mobile  home  manufacturer.  The  estimated  cost  of  the 
Land  is  approximately  $600,000. 

After  a  lengthy  discussion,  the  Board  ^.-lanimously 
approved  the  purchase  of  this  development  lo  be  known  as 
Castle  Grande  Estates. 

There  being  no  further  businejj,  the  meeting  was 
adjourned. 
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TELEPHONE  INTERVIEW  OF  WEBSTER  L.   HUBBELL 

UNITED  STATES  OF  AMERICA 

RESOLUTION  TRUST  CORPORATION 

WASHINGTON,  D.C. 

oOo 


IN  THE  MATTER  OF: 

Madison  Guaranty  Savings 
&  Loan  Association 
McCrory,  Arkansas 


TELEPHONE  INTERVIEW  CF 

WEBSTER  L.  HUBBELL 

December  27,  1995 

10:37  a.m. 


REPORTED  BY; 


GINA  M.  ZANCANELLI,  C.S.R.  No.  10,100 


BARRERA  REPORTING  SERVICE  (415)  495-0204 
329  BRYANT  STREET,  SUITE  3-C,  SAN  FRANCISCO,  CALIFORNIA 

1 
SEN  22388 


1263 

TELEPHONE  INTERVIEW  OF  VJEBSTER  L.   HUEEELL 

A     Yeah.    I  mean,  I'm  basing  all  of  this  on  what 
you're  telling  me. 

Q  Just  so  we're  clear,  all  I'm  telling  you  is 
that  she  has  given  a  statement  to  the  effect  that  she 
typed  this  letter.  She  didn't  say,  really,  anything 
beyond  that.  She  did  not  describe  the  circumstances. 
She  just  said  she  recognized  it  as  something  that  she 
typed . 

A     Okay.   And  I  said  based  on  that,  if  she  did, 
then  what  I  do  remember  is  Mr.  Ward  coming  into  my 
office  on  occasion  with  handwritten  letters  asking  my 
secretary  to  type  things  because  he  didn't  have  one. 
And  I  would  give  it  to  Debbie,  and  she  would  type  it. 
And  after  she  was  finished,  she  would  bring  it  back  into 
my  office.   And  he  would  sit  in  my  office  and  have  a  cup 
of  CO  f  fee . 

Q     And  you  might  have  read  it  over  and  talked  to 
him  briefly? 

A     Yeah.   Or  he  might  have  gave  it  to  me  to  read 
it,  or  vice  versa,  or  not  at  all. 

Q  But  with  respect  to  this  particular  letter,  do 
you  have  any  recollection  of  whether  you  did  read  it  and 
discuss  it  with  Mr.  Ward? 

A     No. 

Q     At  this  time,  September  1985,  what  was  your 
understanding,  if  any,  with  respect  to  the  reasons  why 


BARRERA  REPORTING  SERVICE  (415)  495-0204 
329  BRYANT  STREET,  SUITE  3-C,  SAN  FRANCISCO,  CALIFORNIA 

■>.  1 
SEN  22A08 


1264 
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Madison  was  not  going  to  buy  the  entire  property  itself? 

A     My  understanding  was  based  on  what  Mr.  Ward 
told  me,  that  maybe  whoever  closed  the  loan  was  --  was 
that  Madison  had  limits  on  what  it  could  own  in  its  own 
name,  and  so  Mr.  Ward  was  going  to  own  part  of  it  until 
it  could  be  sold. 

Q     At  this  time,  August,  September,  October  1985 
and,  again,  to  the  best  of  your  recollection,  did  you 
give  any  t.iought  as  to  whether  it  was  a  permissible  way 
of  dealing  with  the  limits  you've  just  described  to  have 
Mr.  Ward  buy  a  part  of  this  property  on  the  terms  as 
you've  described  them  earlier  in  this  interview,  which 
is  to  say  with  the  purchase  of  Mr.  Ward's  parcel  being 
100  percent  financed  by  Madison  and  with  Mr.  Ward  to  get 
a  commission  on  the  sale  of  any  part  of  the  property? 

A     No.   1  wouldn't  one  way  or  the  other. 

Q  In  1985,  did  you  give  any  thought  whatsoever 
as  to  whether,  given  the  terms  as  you  understood  them, 
Mr.  Ward  might  be  considered  a  straw  man  or  nominee? 

A     Yeah.   You  know,  you  use  the  word,  and  I 
remember  it  back  in  law  school.   But  I  didn't  give  it 
any  consideration,  you  know.   'Straw  man'  means,  to  me, 
somebody  who  you  clear  title  through.   So  I  don't  think 
that's  the  way  I  would  look  at  it,  if  I  sold  property, 
and  you're  trying  to  clear  it  to  sell  it  through  a  straw 
man . 
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CONTINUATION  SHEET 

PAGE  4  OF    10 

INTERVIEW  OF 

HARRY  DON  DENTON 

DATE  OF  INTERVIEW 

June  3,  1996 

flL£  NUMBER 

WA-94-0016 

Additional  information  concerning  this  loan  and  the  airplane  is  reported  by  separate  correspondence.  1 

2 
DENTON  was  Questioned  and  shown  certain  documents  concerning  WARD  loan  number  2754  of  July  1 6.  1  985  3 
for  510,000.  DENTON  said  that  he  believed  this  loan  was  also  made  relative  to  the  airplane.  Additional  4 
information  concerning  this  loan  and  the  airplane  is  reponed  by  separate  correspondence.  5 

6 
DENTON  was  questioned  and  shown  certain  documents  concerning  WARD  loan  number  2853  of  September  7 
17,  1985  for  $40,000.  DENTON  said  thai  the  loan  was  made  for  the  purchase  of  a  Mercedes  automobile  by  8 
WARD.  DENTON  reviewed  a  copy  of  the  Loan  Submission  Worksheet.  He  said  that  with  the  exception  of  his  9 
initials  at  the  "Officers  Approvmgs"  block.,  he  did  not  prepare  the  form.  He  did  not  know  who  prepared  the  10 
form.  DENTON  was  also  asked  about  the  notation  "See  Confidential  Files"  at  the  financial  statement  area.  1 1 
He  said  that  the  confidential  files  referred  to  were  probably  WARD'S  financial  statements  that  were  kept  in  his  1  2 
office,  as  the  financial  statements  of  all  officers  of  the  institution  routinely  were,  DENTON  was  asked  if  WARD  1 3 
was  an  officer  of  the  institution.  He  stated  that  technically  he  was  not,  but  that  he  did  work  there  and  it  was  14 
perceived  that  he  was  an  officer,  15 

16 
DENTON  said  that  the  automobile  was  later  sold  by  WARD  to  a  personal  friend  in  Foa  Scon,  Kansas,  but  that  17 
the  automobile  was  later  returned  to  WARD  as  it  had  not  been  properly  titled  m  the  United  States,  18 

19 
DENTON  was  auesiioned  and  shown  certain  documents  concerning  WARD  Loan  number  2962  of  October  1  5,  20 
1985.  DENTON  recognized  the  loan  as  that  utilized  by  WARD  to  make  the  purchase  of  the  IDC  prooerrv  and  21 
ISC  assets,  and  recalled  that  he  was  involved  in  making  the  loan,  although  he  noted  that  his  initials  were  not  22 
evident  at  the  lender  signature  block.  He  said  that  he  recalled  being  aware  that  the  IDC  transaction  was  being  23 
put  together,  but  did  not  recall  being  given  a~y  specific  instructions  concerning  doing  the  loan.  He  said  that  24 
he  believed  that  he  had  no  dollar  limit  on  his  authority  to  approve  loans.  25 

26 
DENTON  was  Questioned  why  the  note  was  dated  October  1  5,  1985  when  the  IDC  transaction  had  closed  on  27 
October  4.  1985.  DENTON  said  that  he  found  that  unusual  only  because  BEACH  ABSTRACT  had  been  28 
involved  in  the  closing,  and  that  BEACH  ABSTRACT  was  an  excellent  title  company.  DENTON  said  that  it  29 
could  be  a  replacement  note,  but  that  he  did  not  believe  that  WARD,  as  an  "insider*  would  Typically  have  been  30 
required  to  sign  a  note  at  closing  DENTON  also  said  that  he  believed  that  there  may  have  been  a  delay  in  31 
executing  the  note  as  there  had  been  some  surpnse  at  closing.  32 

33 
DENTON  said  that  it  was  his  opinion  that  the  wording  on  the  note,  under  the  Secunry  Agreement  line,  that  34 
stipulated  that  WARD  was  not  personally  responsible  for  the  note  was  prepared  by  HUBBELL.  When  asked  35 
why  he  was  of  that  opinion,  DENTON  said  that  he  had  not  prepared  the  language,  that  no  one  at  the  institution  36 
had,  and  that  he  did  not  believe  that  WARD  had  wnnen  it  but  had  provided  him  the  language  to  include  on  37 
the  note.    He  had  nc  other  specific  information.  38 

39 
DENTON  was  shown  a  copy  of  the  September  1  2,  1  985  Minutes  of  the  Board  of  Directors  of  MFC  that  40 
authorized  the  MFC  purchase  of  IDC  property  DENTON  could  provide  no  specrfic  intofmation,  but  said  that  41 
the  date  on  the  minutes  did  not  mean  anything  He  said  that  "Dates  had  linie  to  do  with  when  documents  42 
were  done  at  Madison."  He  said  that  there  were  so  many  instances  of  backdating  documents  that  he  would  43 
not  assume  that  anything  occurred  on  the  listed  date.  44 

45 
DENTON  was  shown  a  copy  of  a  September  3,  1985  lener  from  MCDOUGAL  to  WARD  that  referred  to  a  46 
conversation  of  the  previous  Friday  wherein  it  was  reportedly  agreed  that  WARD  would  purchase  the  prooerry      47 
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CLINTON  APPOINTMENTS 
Page  Two 
March  4,  1985 

(^jQ^-'l^^"'-^"'^^  TH  E  L  WRIGHT,  Ma  gn  o  1  i  a --S  t  a  C  e  Board  of  Cosmetology. 

Wright  refilaces  Ida  B.  Thomas,  Pine  Bluff,  who  resigned.'      ' 

Wright's  term — expires — January — 1-^5-, — 19  86. 

■^^Jljj^jjJ^^'-^^  DOtitiA    PITTMAN  KINNAIRD,  Magnol  i  a--Ar  kan  s  as  State  Plant 

Board.  iKinnalrd  rep  laces Dick  Ende rlin.  Conway,  who  res igned  . 

Kinnaird  '  s'  term  expires  June  30,  1985.!  \ 

'V-^'^^        RAXJPH  WILSON,  JR.,  Os  ceola--Na  t  uir  al  Heritage  Commission.'- 

Wilson  replaces  Ray  Fltzhugh,  Augusta,  whose  term  expired. 

Wilson's  term  expires  January  14,  1994. 
])^U>-«'^-^   JOliN  LATHAM,  Little  Ro  ck--Sa  v  ings  and  Loan  Association 

Board.   La'Cham  replaces  Ike  Carter,  Benton,  who  resigned.    / 


Latham's  term  expires  January  14,  1987. 

DR.  JERRY  KENDALL,  Camden  —  Savings  and  Loan  Assoc..ation 


bd^ 


Board.   KeadalT.  replaces  George  McClure,  Jr.,  Malvern,  whos>, 
term  expired.   Kendall's  term  expires  January  14,  1990. 

Governor  Clinton  also  announced  the  following 
reappointments  : 
OW,   GEORGE  STEEL,  JR.,  Na s h vi 1 le -- J ud i c i a  1  Ethics  Committee, 


Steel's  new  term  expires  December  21,  19! 


\  \ 


<V^*>'^'^     LYNN  LOWE,  Te  xa  r  ltana--Re  d  River  Commission.   Lowe's  naw 
termexplresJanuaryl4,1993.  \ 


„/.J-~t>-S.^J-^^ 


EUNICE  PLATT,  Camden--Arkansas  Waterwavs  Commission. 


\ 


Piatt's  new  term  expires  January  14,  1992. 

U  II  !■■ 
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MEMORANDUMS^ 


Date: 


o  HcDougal/Baslch  Dapc.  ■••clog  vlch  701 


/        / 
I  hav«  calkcd/Vlch 

NeDoygal  r«/«r*oc« 

Job*.   To<  aae  vlch  chair  aupa 

chaa  chat  aooa  vara  co  calk 

CraLk  Id/  or  oucalda  cha  offlca 

crcpanca  co  *nj    of  HcOougal'*  al 

I,   1 
eoableca  raporc  soon. 


'■ ^^ ^ 

a. a.   He  calla  aa  chac  ~^ha  3  ain  Jli 


Toa.'Jarty  and  Dr.  Salcxaaa  aald  th*j    ka 
respaac  f ^r  you .  but  chair  allaoea  waa  noc 


\ 
coo,  and  ipallad  ouc  Co  \all  e>f 

Polnc,  Edan  Park  or  M^plal 

auaa  cbay  doo'c  wane  ^o  gli 

will  land  ovar  a 


I  carday  ouc  o  f 

__.  >f  Jt. 

accuaac^ona.   Frankly,  chay  vara  cakan  aback  ac^H^^Vf  ^^F  ba  aald 

and  falc\a  graac  daal  of  fruacradoo  ac  noCraa^^^d  Ing .  ^^^^^^i  obTloui 

'\   \ 
CO  chcs  ch^c  Jla  vaa  qulca  upaac  and  had  placad  chaj 

poilcloo. 


I  ballcva  chay  cook  chair  cua  froa  you  whan  you  cold  chaa 

your  frland  of  20  yaara  >ho  had  navar  aakad  for  a  favor  plua  ct 

chac  Jla'i  flrtc  coaaanc  waa  ha  waa  balng  gangad  on  and  chac  ct 

baao  oochtng  buc  dupllclcy  and  crlckary  froa  cha  Baalcta  Dapc. 

I  I 
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:  for  -Cam    -    d<alla|  with  budi«i:  euci.  ciillag 
off.  errlaf  to  tooch*  ruffl«d  faachari  ind 

th»  aaaala*  aacbraak,  whleh  hai  ;hu»  far 


coac  5800, 000  Caoc 
zh*     Iraca  paepla  ea^l 
raaulc  of  ctia  aaaalaa  ^^obl 
oafolni  craaaa  of  daallag  vl 
Th«a,  7aacarda7  :ba  aaaclnf 
TOM     can  appraeia:a  Toa'a  dla 


h«T  •lll»pa7),  aad  talklag  co  all  of 
cball  coarnaaaaca  foe  caaealad  aa  a 
iasfhl  Thar  »«ra  forlooa.   Tha 
d  JaekaoaTilla  raaldaaca. 
aoaa  coo  apll'clag.   I  cblak 
IC  and  llacaa  Co  aoaaoaa 


rafar  co  oaa  of  bla  aaplofaat  h 
■aaa,  aoc  qaall'lad,  aoc  acabla  aad 
year  laaciacc  voald  ba  Co  (!▼•  aa  or 
of  cha  doobc  wara  700  pac  la  cbac  alt 


lalrly  vail  aa  'aoc 

woald  Ilka  co  ettiak 
il^^^^  ban  cba  banaflc 
'aet^  I  aaa  pi  aaa  ad 


rhan  70U  did  coaa  co  7007  acaff'a  dafaaaa  aTt  l^K^I^^^^  taad7  lagla 
bagaa  ericlcltlag  aa.   t  aa  aoc  lapl7lat  aa7  o^^^^laoa  ^^^aaa  Jli 
ac2ou|al  aad  lagla,  bat  too  aaa  ar  potac) 

T.S.       Jaac  tSla  aoralag,  lalcb  ralacad  cbaC  a  frtaad 

HaaltS  Dapartaaat  vaa  pralalaf  Toa  latlar  for  hla  boaaat] 

aaaaiclTlcr  la  daallag  alch  aaplo7aaa  aad  cba  »a7  cba  lay-off 
had  baaa  baadlad. 
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CONFIDENTIAL 

(c^   nEC-RIBE  each  and  every  conversation  that  YOU  had 
be'o-e%icninc  the  INTEREST  FUNDING  LOAN  with  anyone  regarcing 
WD^'s  financial  condition  and  its  ability  tc  repay  tne  INHERES. 
FUNDING  LOAN. 

Please  see  Global  Response  tc  No.  14,  sucra. 

(h^   D-SCR'HE  each  and  every  conversation  tnat  YOU  had  after 
_-_„,.nc  -■-*  TN-r:;rc;-  FUNDING  LOAN  with  anyone  regarding  WDC's 
Jl^anclar'co^dltlo;  and  its  ability  to  repay  the  INTEREST  FUNDING 
LgAN.   In  particular,  DESCRIBE  each  and  every  conversa.xo..  t..a. 
YOU  had  with  anyone  regarding: 

(1)   The  fact  that  the  INTEREST  FUNDING  LOAN  was  not 
repaid  as  scheduled  on  April  30,  1963. 

(->^  The  fact  that  WDC  sold  nc  lots  in  fiscal  year  1983 
(which  ended' May  31,  1983)  and  one  lot  in  fiscal  year  1964  (wr.icn 
ended  May  31,  1984)  . 

(3)  The  source  of  the  funds  used  to  repay  the  INTEREST 
FUNDING  LOAN  cn  or  about  October  19,1983. 

Please  see  Global  Response  to  Nc .  14,  surra. 


-,.„,^^^g,-3-p^v  I^-e.  15:   Answering  separately  for  each  of  the 
factual  assertions  contained  m  the  subparts  to  this 
Int»-roQatorv,  DESCRIBE  what  (if  anything)  YOU  knew  before 
and  ^hen  and"  f  rorr.  wnat  source  YOU  learned  what  YOL  knew.  w..h 
respect  to  the  sucject  matter  of  the  following  factual 
assertions : 


OQ-l 


'  Global  Response  tc  Nc .  15: 
I  — — ^ 

■■;      -  don't  know  whether  the  "factual  assertions"  set  out  in 
;;  this  interrogatory  are  accurate  or  not.   As  previously  mdica.ec, 
;;  the  McDougals  exercised  control  over  the  management  and  operation 
i!  of  WDC  for  the  period  cf  its  active  existence.   My  husband  and  I 
;■  did  not  receive  annual  reports  or  regular  financial  summaries  and 
;■,  were  not  informed  cf  all  actions  taken  m  the  name  of  WDC.   As 
was  contemplated  from  the  inception  of  the  venture,  we  were 

-  27  - 

DKSN000793 


1270 

confidentia: 

passive  investors  and  relied  upon  the  McDougals  to  manage  and    i 
operate  it. 

(a)  WDC's  lot  sales  at  retail  (net  sales,  not  counting  any 
resales  of  foreclosed  lots) : 

(1^   W2C  sold  SIX  lots  m  fiscal  year  156C . 

Please  see  Global  Response  to  No.  15,  sucra . 

(2)  WDC  sold  13  lots  in  fiscal  year  1981. 
Please  see  Global  Response  to  No.  15,  surra. 

(3)  WDC  sold  six  lots  m  fiscal  year  1962. 
Please  see  Global  Response  to  No.  15,  sucra. 

''  (4)   WDC  sold  no  lots  in  fiscal  year  19£3 . 

Please  see  Global  Response  to  No.  15,  surra . 

(5)  WDC  sold  one  lot  in  fiscal  year  1954. 
^Please  see  Global  Response  to  Nc .  15,  surra . 

(6)  WDC  sold  one  lot  in  fiscal  year  1985 
Please  see  Global  Response  to  Nc .  15,  suirra . 

(b)  WDC  sold  all  24  of  its  remaining  lots  to  Ozark  Air 

■  Services,  Inc.,  a  company  controlled  by  Chris  Wade,  in  a  no-cash 
;  bulk  sale  in  May  1985 . 

ij      Please  see  Global  Response  to  Nc .  15,  sucra .   As  indicated 

I  in  my  response  to  Nc .  24,  infra ,  Jim  McDougal  told  us  in  1986 

■■   that,  the  previous  summer,  he  had  sold  all  the  WDC  property.   I 

:!  did  not  know  at  the  time  that  this  sale  was  to  Chris  Wade,  if  in 

.:  fact  it  was. 

(c)  WDC's  cash  flow: 
|l 

(1)   In  fiscal  year  1980,  WDC's  cash  flow  after  debt 
service  was  negative  {in  fact,  negative  $37,497). 


-  28  - 
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SALTILLO  HEIGHTS 

A  DIVISION  OF  —  ROLLING  MANOR.  INC. 

PURCHASER'S  AGREEMENT 


muiis.  Ill  J. ».. /i. «., .w  I.  ,.1.  ..!<  r.,..i, ..  imi  n- !».  «.4. .-  *r''*:' ';:*'"";;  "i"7.^,,., 

KJ*.  IMdirOil.  I.  ti..lJ..l !»•  f"l>'<  "*  •<  I"  -I""  ct...l.ll  k..tl.    M  IM  M  l»..t  -  If.  €«•»  ••-  K..1-II" 


..  Wllltl  Nii|Ml  lllitii  •■  iiflicli*  kf 


WHK 

iHinroii, .-., 

inAiiiL-EQinLJimiEfl  r.n ==  = «•"•■•  <' 

,1  .M.» iinii k.. >.>< «        430.00 ...k I. k.-f  Ik ,t - .M  k  1 i|, „x.^i.4,.i  ..< k 


,  ;i .000.00 

].  nai  ll  Ikl  lllfxi  il  IMl  KlllUlin.  ■■<  II  IVll  <<lnll 
MMIiaoti  H  UinlKO  »>i»lx«l  •»«•  <••.  sum.  ll  111  mHm. 

•I  iiiiiitiM  in  "•Ml  >•!<  ki  •<"(>  •"•■■  '•  <•'•■  ■■<  ■•<>i««<  >•  sitm.  Ml 


p«(  ■i«iilk;  llW  1k« 

■  •flilf  •!  IKf  lllkt  tfll**! 

nil  i4<iiiii<  It  iinii  •■ 


.11.  Illl 

iUf4>lltal<l 


I„.<IK<  ••^  1....I  ll  Ik.  ...I.I  W  S 150. 'JO ,..  .».lk:  ..U  lk.,^.M«  Sll 

■  •i»ii<.r  lan.tl.l.ll  p..<..kl.  MO'lllM   ■•  <.I.T  l>  Ik. 
tin.    lii|  ».ll<.«  [ii»li.«  k...l«  mil  k.  •>•<>  k|  t<<l»i| 

Q£Clci_QE_TlLJE-AIT01111i:Y_Gt:tiniAL._LrrXLE_IL0  CI  U-ARKAri.lAa 

--■•>.  sum  tTl.iii'M  '•  "'iii'i  .1 .  i«km«."i  tki.i.  .1  ii^.n 

I   Un>  ►.T-.iiJ  ri  lk«  .«ll'.  «.k(  .Ilk  lnlo.il  .k,.  «...  l.i.lk.f  .Ilk  III  I.I.I.  .i< 
l.ifiik.<  »i.».'l)|»l  "."."If  l>«t<  >'*  •"'  '"""k  »•  «kili.(l  .1  I'll,  c.illil.*  1.  Ik. 


..llTM-' 


t.l  >lll.  t<l 


iciiiuiai  iktwiKi  ■».• 

Ml  Ininiuiltl  kiiild  ikill  k«  H.^ti  »•  fllk.i  rill).  .«<  Ik.l 


I  |m4  ivrflllM  I 


.4  Ikll  Mt.f.«l.llldlMI  Sk.ll 

ki...n.<  .ii.»i  14  ••ill.,  ii|>.<  ki  k.ik  , 1. 

I  IMl  ICKIMIIII  Ik.ll  Ml  k.  I.J<.  tl.«l.ii.<  f 
I....I..  ••  I..I..  4llktvl  -llliK  int.M.  sum  Ik.ll 
IMl  ICKIUIIII  ijlk  sum  S  ••III..  IMl. Hi.  Ika  .III 
U  k.  .Il.lk.t  k. 

llrf  Ik.ll 

I  •!  Ik.  IVIU 
I   lUIII  .ilMfl.tl.i  m.lkl  .«  .  iwt  •<  IM  III!  fl  «iiw.»i.  .....I.«  i.»l"l  ••M.'lj 

»    II  It  ma.ll    .|t..<  Ik.l  JUUI  •♦l.lM  »»  »lM..I  .l|M.  I.  ..mil  »i«M'li 


jaiiuAiix 


I  ll  mlLlIf  iV"' 


Qo.nn 


1.4  .M  Ml.  •■  .»•  <.l.  k.iollk  ll  Ik.  >•••  .1 


Ik.  I.txi  Ikd.la  lit  iMlk. 


>rH"lM  ••  lk«  I...II.  >i<«  k»...l.  .M  >.|.W.  KiK«M  !• 

IBMNll  tf««    .114   r.T*k'      M*   ..4   k«t..ll.<  . 

k.  MfMM  W  ..  F  l«l'""  ••'  ••  »'1"<">'  ••'  '■'•""  '•■  '  "''•*  •'  "  "'"■  •■    ""    •  '•'  '*' 
Ilk..  4.11...  I 4  >kl  ..ll  I.I...II  4..  w<  M|.N«.  «  ■•"'•<  Ik"  »e«Il"l"'-  "*  '•  ""  « 

I  ...I  tl  Ik.  ,„,<•<,  ••4  Ik.  ..i.iitt  tl  Ik.  t.iii.i  ik....n.,  ik.n  k.  Ik.l  tl 


■I  4.»t4  •ni.iilM  tl  Ikt  r.i».'l|.  .«'  •!"<•  •!•'<<  •• 
ll  iMk  .l|k<.  M  i.M  »|  ».  .i.nli.4  .1  ."I  i.ki.«Mrt 


4..  k.>..n.i.  sum  .in  It*..,  It  IVTii 

!k.tl.M.  nil.,  m  l».»lik  0.«..  I > 


I  iciumin  ikjii  hi^>.<i.4m  mi.. 4.11.4 


I  k.  .Il.lk.4  k.Mit 

I.  linil  Ik.n  Itl  (.mmll  t.  roxM  •••i<: 
»l>t...M.  .t>l  I.  k.  fxl-mtl  .1  Ik.  Itll 


l,..4   ...  Ik.ll  1.14  t.M..I>  k -<k..l  " —  •••  •'  «ll".  ••'  '•  '»•  '"•'  •'  '7  ••'•• 

.  Ik.  i.|M  It  ....III.  Ik.  ttlltoi  k...l.  k.lt..  t 4  I.  r.^n.itk  )   1.  Ik. »  1.1..  I....I..  ti  .1 

.  H  |...l..  Ik.ll  l«tl 

.1.1.1.  Ik.  flttt'lll* 


III  IM  .l|kll  ..4  ll.mill.l  ll  lUtll.  .tll.41.1  ll  IM  I..-I  ll  Ik.  .Ill|. 


»..■.. I.  II»M  ..>  Lllxi  It  It  I'tM.lt.  sum  '.I  I 
1. 1.. .Ml  ll  al4t  I  M'l  kt.ttl. 


11.000.00 


IkllKSU.  IM  <••  ll 

00.00    I  .III 


IMikl.  .1  I. 

llllln.rt  ll 
IS 


)5 


Ik.ll  I 


INSTALLMENT  NOTE 


.llllll  ImI.  4.1 


I— H.  t.l~ll.  It  >l|  It  IM  I.4..  ll  lOlllKC  ttinOI.  IkC 

ELrVF.M    TllOUr.ANP 


ll  l.iMIrl.l  tl    OOUUSIS. 


155.^)1 


our  i\UNmrn  fifty  rivn  Mm  51/100 


5.5J 


1  4..  ..4  t.,.ki.  t.  k.i-.  Ik.  1,1  4.,  tl  ...k  i«...4<.|  -«.ik  ik....i Ik.  1.11  .»..i  .1  IM.,..i  ..4  riM t.i V"  '•"  "• ' 

-'  ,„  ,|.„4  IM  ..4mIM  .1  IM  r.lM>t>l    'k-i  "lit  !•  .....1.4  I.  ...M.llf  tllk.  ..4  ll 

ll  ...tk)  •.4..  k.l...«  Ikt  i.n.  fl.ll.l  k...lt.  It.  Ikl  1.1.  tl  Ik.  t.t»..l|  4.11. Ik.4  Ik^ 


Skt»l4  4.l.>l 


4fll.ll    Mil.. I 


ADDRESS 


nl  k.  .t»tt.4  II.I.4  Ik.  f*rm..l  tl  1*1. ..I' 
.1.  t|.,  .,i,.liv  .io-.l.!  .ki.l  It  .kl.k  . 

.    ..Ik.  .».«<  .1  M.  h..lril..».4  .1  ..-.I..I  1.  1..I....I  l«  .  H'lt<  •"  M  *>>^  "•  ••""  '•"■  •■"  ^""i  •'  <^  "'•  •"  "  W"'"-"-!*"""  •"'■' 
k.  »I4.  UIM  f.T..WI  H  t.?  WUHimtw  t.  f..^i.«  ...■..■.»»".■  r—  ,  .       ,  .         .       J  .1  tk..  ■!_.  I..  ...M..!  tt.f 

,„t   iMn  k 4..  /'I  ..I.kl.  .1  Ik.  .tllM  ll  Ik.  k.14..  k IM  ..t..|.)  ..4  ..41. I  ..1 «.-••<  ••*  ».....l-..l  —  •- k..  II-.  K.  »'  -"'"•' 

i.  ,.,,.4.4 ill.,    m  4.I., k.  III .11..  .k.«  kl  .I..I...4 k  .l,M,  k.l  II  ..I  k.  ....<l..4  .1  ..I  ..kl.v -  •"'•I 

1 1  ihfl  kl..  IM  ..|kl  It  l.f  ..»  ».lll»l.  tl  Ik.  I..l.n«..l  .1  ...)  lMt.ll»..l  Hl».rt  4.1. 
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OIFIUI  UIO  —  01  OlimqUICT  CHUUI:  tai»iii  III  intlitl  U  >  lili  ckii|i  Ml  U  f 
.  Mil  Mull  m  Bilwllr.  Ik<  Mi  aUI  Uu  lalaiiil  <l  Iki  iili  ^l  ■•■  ^ai  caal  m'  ■••i 


!••   Il  M  IMMl   Ml   U 


'»4  III  »i>  iial  II  tU  rilxlMl.  >!••  I'liiiil  <■■,  II  itliiri  i  la  Ua 


rairtTUIin:  laiiMaii  aai  al  aaf  Uaa.  fnfj  l>  IJI  lai  Mfil^  kalaaia  nlkol  M>all|  tl  lUi  lu 
Dila.  Ika  i>MaiM<  lacasfalad  Ulaiail  ■ill  ba  fa|yUa<  aaiai  Ika  lala  al  ;i'i  II II  li  i  aai  IU|  liilt 
ilillaaal  laaa. 
UCtaill:  lUi  lua  li  at  It  la  ta  itiaia^  b|  a  Daa<  al  Iiail  ai  Uailfiia  aa  Ika  >iaMil| 

ti  HaaDli.  II^UHI  »>la<  »xai>l  al  Ika  iiaalla>.  Ikii  laia  li  ul  aiiaaiMa  ia4  b^aaal  4« 


laal  al  »i  UiUllaaal  a>>al<  la<  7  <i|i  illal  4aa  <ila  ai  W  SO  •bicka>-i  li 
a.  I«ia4i>i  Ul  laiylia*  U  >a|  ill  caili  al  caHadlu  lacla<la|  a  laiiaaaUa  illaaaai'i 


DESCRIPTION  (F  PROPERTY 


allactiM  a  laiaclalw 
lacMai  f  ia<aaa«la<  lalaiail  ia<  Il  Ma»il<  !•  lull  >ila<  la  Hail  lailillaaal 
laaal  laia  ai  aa  Ita  kitli  al  aclaal  aaiatd  laltiail  II  alkai  Ikia  i  aaalkli  II 

I  itcwia  Ulwa  1  alkaf  laiahU4aati  aa4  ■III  cattf  llltf  at- 
•a  Ika  taillai  al  lilla  la  alkri  Ikia  laiiaiaii. 


J^ UimtO  HCICK1S  ISIIIES.  FAUIHEI  COWn.  UIAMSAS   lt«IM  •*  •  tt»f  ti  Ikli  tflitlaiMi  iUI«M*l.  •»^MflaUlr  lilUtf  U  »«Im  U  . 


NOTICE  OF  RIGHT  OF  RESCISSION 


o...< l-pS .  It  _J. 

lUi  Mllia  It  iliaa  la  lauacllaa  dlk  a  laaa  liaauaillM  aalaiai  lala  talnaa  lOllINC  UUIOI  IK.  al  luiii,l,Ui,  bkiaiai.  li  lialai,  ia< 

CLINTON „  I.,..,,   .u,k  |„.  I,  «  .11,  ka  „|<aa<a<  %,  Ika  la<a.ii'i  Mia  la  Ika  l.ca  aa I  J 

Nallci  la  tallaaal  la«iiiia<  k|  Fa^aial  laa: 


Ian  kjia  aalaia^  lala  a  liiaiaallaa  m         1-23-/1 


.  aUik  aai  laiall  la  I  llaa.  aail|i|i,  a  alkai  ntwllf  lalaiail  m  laai  kaaa  lau  ki<a  i  lapl  iifkl  ua^ai  lidiiil 


._  „..  ._.,„  ....  .  ,„,..„M  M .a<i  aai  iai.ll  la  i  llaa.  aail|Mi,  a  alkai  ntwllf  lalaiail  m  |MI  kaaa  la.  ki.a  .  It|il  >i|kl  aa^.i  lidiu 

lla  la  eaacal  lUi  liiatiillaa.  II  ,„  <ailia  la  4a  ta.  .Ilkaul  lai  Maall|  a  aWI|allaa  dlkla  Ikiaa  k.ilaali  U,i  liaa  Ika  ikaaa  4ala  a  aai  <ala  aa  akuk  all  ailixil  4iulai.ial 

..,.!..<  .U.,  Ika  l.alk  la  l.aala,  .<t  k...  k .,a  I.  ,m  H  ,a.  la  laaaal  Ika  Uaaia.llaa.  •.,  llaa.  a. a  alka.  I....II,  lalaiail  M  ,a..  kaaa  ..I Ikl.  I,.aiac 

I.M  II  aalaa.llcall,  .all  la.  a.a  ilia  aallllal  la  laialM  a i  .1  ..,  aaa.  r.,aaal  a  alka.  iMiKiialla.  II  ,a.  i.aaal  Ikii  li.aiKliM.  ,a.  a.,  4,  la  k|  aal>l,.n| 

tMlllK  UtWI  IKC. 

ro  ioi  1)1 
UMoiimu.  tiiuut  Mtti 

., _  ....,._  ,._  _  ,.,.,  ,_.  _„,.,  ^  "■"■"■■■>  • ^"  I 1  J  I  I ^VaaNpai  ilia  .ii  lai  alkai 

laa^al  ■..llaa  .ll<al^4.alll,la,  Ika  l..a..<llM  II II  I,  <.|l..„4  la  Ika  .ka.a  .44.a.i  Ml  l.la.  Ik.a  Ik.l  llaa.  Iki.  aaliia  ..,  ka  .x,i  la  Ik.l  l.LlIk,  4.1..,  i.<  ',,. 

I  ktiikf  iiacal  Ikii  liaaiaillM. 


ki  aill  a  lalain  a  ilal  aai  lalai  Ikaa  allalikl  al  JANUARY    30.      1977 


(Oila) 

I.  Ika  C.llaa'al. 


(Cailaaai'i  Slfaalaia) 


kaiakf  Hkaa.4a4|a  laialyl  al  I  l.ll|  iaa»lala4  caalal  al  Ikii  laa  Ikli  . 


.  4i|al 


(Cllaaai'i  Slfaalaia) 


EFFECT  OF  RESCISSION 


I  <«ititii4  >•!  H«r«H|  la  U*  i.»la*«<.  Iki  (■«.  »■•!  Mif  ittoa  | 
lilw,  tiual  Ikii  U  f\9tm  tt  \U  »ia»til(  U  Iia4  ■tald  hi  UfiiiK 


■  itliiiaa   llttkta  I*  i»^%  t\\t, 
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1»00   MO«THEN    B»N«    BLOC       ^^  ^\ 

LITTLE    •PCK,    AR    T2201     /^  ^v^ 

/       "  INSTRUCTIONS    FOR    PILING  ^ 

1978/B0e«AL    t    STAJi^IXCOHE    T*XJtTURN$    t    VOUCHe«S 

HILLARY   RODHAM  i  u/lIAM  J.   CdNTON  \ 

1800  CENTER      /  ^  , _/;  ^     \ 

little  rock.  ARKANSAS  7?^06  ^ 

,UEME    REvIE-/pm   (.    fORH    ,0*0,    rE/PRES.OEHTUL    ELECTION   CANpiUN    JUNO^ 

\       \ 


\  FEDERAL    1NC0>*E    T*I    RETURN-DUE-4/16/T9 

!  '        ' 

"Vt^^fcS"^  UpfK  i.    HAKE  CH£CK*p2y2sLE  TO!  INTEKNAL  tEVlMUE  SERVICE! 

iiUn'.^  iTrT^is  «E^u:"5N^pi«  \:"^^  -o  -  both  hoss^nc  .  -.«  .ust  si.^ 

^AIU  RETURN  W,TH, CHECK  TO.   J-J'-^^SIorAr iJ^AV  /   / 

\   \           AUSTIN.  TEXAS  TSJOI  /    / 

YOU«  TAX  SAVINGS  »»0N  USIN6  INCOME  AVERAGING  IS     »     771  '     \  ^         ^         ^ 


ARKANSAS  INCOME  TAX  BETURN-Out-  5/15/7* 

2m*te"ss2"5n  check  e'^.AKE  CHEcI';1"aBLE  to.  OEPT  oVTWNTTtToH'l^STRATION 
SIGN  t  0»TE  YOUR  RETURN  -  BOTH  HUSBAND  t  -IFE  -UST  SIGN 
HAIL  RETURN  WITH  CHECK  TOl   STATE  INCQHE  TAX 

P.O.  BOX  99*1 

LITTLE  BOCKtAR  T220S 


\-. 
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iiiGZii  S»AO|GajS 


jOj  3  vao3      oL  Q)  J* 


1  nu  ct  "O'lrti 


u   u   u 


,03  -gos 


V19  t  oAOiflwj  ; 


22S 


f-"-' 7'i>"01 


1    ^ploytr  1  n«ma(  taaimii.  tna  21P  coa* 

J£fle«  of    Cii*   ActorD«7   C«naTal 
i—file    i;oc.  .  Urn«aa«a      72201 

\   \ 


D    D     D 


7:-'.- 


Make  No  intryl  Here 


■,.■■-^--.1^  .7       \  I  Xl7y.2) 


25.A99. 9 


1.  oro.;!' 


IS  tmpioyet  a  n«fT>e  (first.  m.<J^l*.  i»^) 

'illlaT3   J.    Clinton 


It   P«ntian  pun  c»«trv(«r 


"<=*,' 


■ov-jmor    3    '  ar.3lrm\ 
,lc:l2    -'.oc:;.     \?. 

13  £mDtovce'B  idorest  tnd  ZIP  code 


»  iaiM  IKxni  Ul  ' 


io.^O'^.O. 


■  ■«  SttU 

_i2 


23  Hunt  •(  taulH 


Wage  and  Tax  Statement 


tl©78 


Copy  C  For  •mploy««'s  rvconls 


Form  W— 2  Thit  Inlormttion  i»  tMinf  (umishvd  to  th«  Internal  R«v«nu«  S«rvtca. 


t»itM%  mmmit  l«u«lil— <jnnui  •«  i 


tpjOMJ  t.MAotUujs  joj  3  Adoo 


nqs  )*  Mi*M  EZ 


oc  -aui-iL 


"•"•iinu/iB'i  n 


-oo^osr^t- 


-S-8-^Z.O^^ 


pi«i«ii«  t^  n\i  cr 


sj^H  ^JU3  ON  a>)ew 


I  lliu«i;  Mu  at  pHifiiunKfuiaq  ti  uoiwiujojui  nnj.  j.u  , 


8Z.@[]»  ;uauja;et$\xEi  pue  aSeM 


««)>«  IV)  •wMW)  IMS  m 

r^^ — 


^lOOEM-Ti 


D     D    D 


I   *P«3  dIZ  Pu«  i»»jppt  «.*»Xoiau/3  4{ 


-ot?*«Tcr^v^ 


•a»«UM>ai|>aita>i«igia]  gi 


•aosty    I 

TIOilB0'UO»I3»TTT7tt'U»»S'3»Ou- 


2S2 
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1040'    tsJMl  »m4^%l  tt^mJuitiult  i    linf  * 
t  Tin  ftt  (t«iiti«tf  tl  •  «t»tnflflMi  ta  rtwrfflri 
Ml  lAilrHttioni     ilw  i«t  inilruttitfii  it 
1  ifld  r«Hr  i^uii  iicffliiti  dttfudiint.  01 


II  fou  d«  no'  ■'•<ntil  4tiu(M«ni 
II  T9U  'iimiti  [smvlai*  Schtdul* 
Ciution  II  19V  ))•¥•  MflMtmd  m< 
ril.rn    (htd  h<ri      ^  \~\ 

•  T«u  gti  mofriad  lilinf^  MH'H 

•  Til/  hit  Itra  4St;,'1)l    •    Tiv 
luklifil  li»  ]]  (Mm  li'i  12     Ui 

lei  ItHti   •'/•  liju'i  T«"i  !•»  •"  i<lw<"lt  'C 

Uu  tihriulr'TC   Nn  I   in*  fhi  Tai  Uh  ^Vvliiln  OKIT  il 

•  Iht  •nwnl  K  I'M  3<  il  iM'i'flan  i7t  000  IS40  000  il  fili'f  Slllal  Mi  ;  tr  S  (k«kM)^ 

•  Ttu  h^l  fflOf*  tame'ionv^an  'l<«l*  <a«arH  in  lilt  III  Tafelfl  lor  yowl  FiliAf  Sifttii    0( 

•  Tn  yt<  S<)i«uli  0   Sundiilt  S.  t'  fiia  4'2t  it  lifiiii  rt"  lei 
I   m  MUM.Ot  lAt  III  litlii  It  Iiii4  rtiii  101  

inlir    Mi    l>t't    tnd    <lit<k    if    trtm     [_J      loi  libln  ti      Lj]    Sibt<»lt  T[ 


19.1031 

mm/////  //////¥///////'//////'  // 


I  tht  tmtwtl  I 


I  34  It  Iin4  rtt(  101  Irtffl  I 


OlHiraii 

Addl^ionol  Itity'    iStt  p«9t  11  tl  iBirTHnttml        (nltr    Itlll    »nt    tlitik    if    IrtM     [       \\V9  Wi.  \ 


[/~~|   lim/tVI     I       I    Hm  ii44     |       |     ttm  140}    tt     |       |       twlitd  »(iiil  ISI  mMlr,  I 


17  loJol     >«  rmii  li  tnd  It . 


8%ai*i 


,    I        67. ml 

'mi»/iiiiriiiii»»i'"'»ii'/"iiii '') ''»»' ' 


22.6271 


22,6271 


CqtOJ  Itr  fvfilnfeuhtflt  It  (OMitftltl  Itr  yublK  tHilt    .... 
(ftdii  Iti  nht  lUtilr  ttnoih  SOMaiti  t  I  If  I 

(jttfif  ItrKhild  t  dt»««4tflr  (ort  tiptnitl  iontth  ftrm  1441 

M>«imtnl  Kt^il  lonKli  Ftm  3411 

ftrti9n  III  atdit  lortitb  form  lllil 

«Orl  iri(ifih>l  iWim  irt<il  lollllll  ftm  4i;4| 
I  at*  ith  irtdrl  lonoih  ftm  ill4 

Itiidtriiithtntrgr  cttdili  itntrh  ftm  HH 
I  Tiltl  irtdili     4«  linti  31  llirtiuli  45 


ioktri 


lint  4t  Iroi 


I  37  ond  oolor  (iHorirv 


rKtn 


Ortur 
Ttiti 


I  tl 


D 


Stil  im|iOTmti«i  itt  Qiltrli  SrKtdi 
>  HiOimun  101  \(ht<k  htri  > 
I   Iti  trtm  rt(tmpwiwi|  pritr  yttr  <iivtilintnl 

Strtol  wcunrysflCAl  iti  tn  lit  mttfflt  ftti  rtptntd  it  tmoltrtr  :tlf»(i  ftfin  4137 
!  UncillKiM  tmpltiti  fl(i  ond  IITI  lii  on  lift  llitm  ftm  «  ) 
I   It!  OK  or<  111    ollott  form  S371     


4JSS 


tdd  4 


rih^HT 


4,264, 


22,627 


tnocii 

ftrrni  W  I 
WIG.  ond 


lolol  ftotrol  iriromt  loi  •illlliild _^ 

1471  ttlimeltd  Iti  povmoflli  ond  rrtdil  from  1177  rtlurft _^ 

iirntd  miomt  (nan      II  ihgrbit 


(liild  1 


57] 

Amtunt  paid  vim  ftmt  4141    I  ^ 

tod  IITI  lai  •illiliold  ir*t  or  mt 
od  lot  on  tptfial  Ivtit  and  oili  lo 
ivtilmtnr  {wnpanr  trtdil    tnarh  f 


tffipltTtri 

(h  ftrm  4l3i' I  *8  i 

»  I43t  


tdd  I 


S! 


I  tl 


i  II  {|ii«  t)  II  l«r|t>  llwi  hat  54    tartr  tmaar  OVdPtlD 

I  iraoiwi  tf  lint  t3  It  tt  KRJNMD  TO  TOU   

;  littuti  tl  lint  t3  It  bt  rrHilid  t«  H7b  tilimalaa  lai ►  I  *i  I 2_ 

i  II  lint  54  ,i  Kifar  ihan  liat  tl    amor  lALtNCi  OUL    tiratn  (ban  or  inintr  trdar  lar 
lull  amatu  payablt  it    'lalariMl  lt<tnat  5tni(i   '    Wrrit  loar  i«    w    na    aa  (lit<k.  tie 


lull  omtiral  payabit  It  "lalarnal  Itvtnat 
iibtik    »f~X]    il  ftnii  7710  !7mi\  II 


tnttbtd     5ti 


►  s 


'*'%mmaMm^/ 


't\mMwi/Mmm/hr>'> 


\>=^. 


p«M 

Praf«rar^l 


^g^^i*^ 


-y 


-y 


/■jack    FBOM    ikb   COH»»HT 


1<900    WORTHEN    BANK    BLOC 
LITTLE    ROCK,     AR    72201 


9'z9-}  y-vtr-,^/        »  |~1 


»■  71-0*6'»t0* 
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Schedule  A 

(Farm  10401 

Oaw'tm «•  IrMta 


ITEMIZED  DEDUCTIONS 

_— ►-Ami  rir  r»n»r+»M_^ 


KILLIIH  J.  i.    HILLABtxCLlNTQN 


»?9/q?/qq»7 


SciWyla  1 

— Il««llll»^    DWlKtMUt                                                 '\ 

«lkT  aaaa 

tvaa 

•r  •fftarwrMi        l^m  rairrvitiMii 

t 

1  OM-Mf  (Wf  Ml  Mn/ttea  SIM)  •«          ^ -^ 

0 

ht*t  rwcitit    taiMcIlM  ihMll  ^c 

231 

(la  mn  K  adate  ■  Im  II  M»«|^  .  .  .  .^ 

k   Oih*f  (aui  (•*tri»«ri«iii 

\ 

1  Va^uiM  tU  <iatl.  / , 

1 
I 

01 

1 

}    Ifltr    IS  ./  iMuti  kU  (arm    IC4» 

352 

5 1 

ol 

^_. 

\                  ■    - 

•ata  ikaa  liaa  It  aalar  lara/ 

V 

•        \                 1 

.,...,M,a«.a.L.<..a.,.. 
Ia(  aia«i(ai  (ara  laal  aalaraa  aa  liaa  1 

1 
01 

n   OiAtr  rhM  <««« 

\     \ 

4  drhaf  aiariital  i«4  riaatal  JaitaaMi 

0 

^.          1               1 

•   Oatlan    daaintt  aanai  ,ntl 

k  Haiaiiali. ; 

0 

ill       ; 

1            1 

73  Carrvavar  Iran  ptiar  jmn                                               j 

1 

01 

V"""t 

24   land  <.WT*wiaai  laM  iian  ]!• 

*raatl»  1]L     Ulaf  liaia  aa4  aa  liaa  )t    _      ,      ^ 

/ 

1 

2-33 

i 

'•        '■                          1                    I 

1 

0  1 

:::;:::::::::r:r::::::::; 
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44  ■•Hittr  •"•••'  M  iiM  47  kr  2  


47  Wttrwi  lint  44  \fm  Iim  4S 

R«ii    Ika  tfflMNr  •!<  Iim  47  n  rhc  ^n  »(  f***  Unf-itnR  ctfittl  Wtt  rtfrrtMr  Ifwn  tfiit  rMr  it  i 
yw*  Hit'  n  ■nri>«nblt  tt  yMn  >f  imi*|  ihti  I44t 


Schedule  G 

(Fomi  1040) 
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INCOME  AVERAGING 


-^     inwk  I*  WrM  II 


1978 


wTi  I  nn   J-    c  HTH  «bt  ri  tnton 


4?«i/9?/<a947 


iTmjiii.Mi.'N.i.ifi'iJMiiui'TrrM 


X 


_Larr_ 


j_aii. 


_Laii. 


I<i74 


I  iMtai  t>»  Itr;  li'n  io«o  jIm  k  . . 
1  «»lli»lr  tMI  ti  lilt  Kill  ivhtat  •! 

tiMfrKm  ilii«>4  it  lir)/ 

]  Tllllll  laifOt  Iwtiiail  l/<ll  I  Irani         / 

lifit   I       II  Ittt  thfii  itfi    t*f«r  tart  /.  . 

4  laiimt  M»t<  lini<t  il  l«t  Utirt^tniii 
«  •ilkit  U  t    rtimliim  !•<  ti<Mi4 
••4«  <t<irttl  til  i>i  < 

5  If  rat  (kttlt^  . 
•■  rtor  l«'l 
Ftn«   1049    kti 

4  l«u  |trit4  <ti*n 


_iitiiA 


li^OQ 


3^i33fl 


37i641 


)  f/tr  I]  !00 
I   ir  *  tillf  iim)  Ikl    Id. 
ir  jl  too  I    tt^  14 

in  0    <  n4  II 


3.?Q0 


iM'lJiMil.l.'l.lfA'J.M^Him.'ITT' 


3^>33Bl 


^Q«»)»l 


.3T.M4 


^i?QQ 


iaf354 


a±± 


3il?Qfll 


I77.^«?64l 


•V 


7   lairtll  iMiint  Iti  If^l  IriiaiSiha^ali  U  lltrn  14401 

4  (eriaia  tntaan  rttliiU  >I  ti"t>  t"tltTt«»   Mikltll  It  t  rart'T  t»<tr  itl    lllmtH 
«   Svtiltll  li»l  I  Irtm  lra\ 

14  fittii  (affimwaiir  I 

II   Mivl>t«  I 

II   IM  (titnai  't    lartafk    d     ^ni  I   \i,l  tarn  litrt 

13  laltr  JOS  (I  Irai  II  .  .         V        \ 

14  l.tri|tttli  'a( 


fe5.fall 


65.611 


ifmawnilT  laramtv  .  .  .  .  ^ 

riiitlt  laiaiat    lotrrtir  iVii  10  Irti 


"I     Ml***??! 


•\- 


iVfr. 


6/5. hill 


IZjlAAO 


23f]l&? 


D«  Ml  (•ffiflalt  rtil  •(  Itnii  H  lira  14  ii  SJ.OM 
ar  Uibs^rau  it  imI  ^walify  Ur  infMiia  warvfiiig. 


RTTTir^rriTTiirr™ 

IS 

42^449 

U    *rfttwnl   Irtra  hat    13 
14    10'.   tl  lr«    H    .  .  . 

14 

1 

4.ti32; 

17  Itial  >a(M  hati  IS  tr< 
14   ililll  rtmraaarfT  .a< 

4  It 

17 

47,061 

Ai  Iran  liat  10 

14 

It  ttrti  't44  liati  1)  i 

71. :......::::::.:::;:::::::....^ 

\ 

47,oei 

,1. 

\. 

14, COT 

II   III  ta  .a.,.al  ta  1. 

t  II" 

]1  1 

14>003 

H 

n  lai  ta  tr»tgar  in  1. 

1  1!  • 

^r 

—117102 

' 

\ 

23  Wtlrtfl  liaa  17  fraa 

liat  11 

»i 

2»Z01 

14  MallralT   lat  tmtaal 

a  hat  1)  »T  < 

14 

\                 j 
\,804 

NOIL  II  at  ta 
U  III  la  imtaal  ta  l.r 

rr  wi  jM4T-ta-lm«- 1  -itan 

jrww 

IS 

14  Tai  ta  tmaaai  ta  In 

./- 

14     • 

.■^ 

.    .   -    :    - 

T7  t«kl<t<l  liai  II  Iran 

Illit  Ii 

F 

n  III  '144  Iran  10    I 
{(kt4irli  C  kai  ta  U 

<.  la.  II;     (alar  tart  aa. 

Iittali  T(  Ihm   I0O1 

a  l<ka4ula  l(  lltnii  1044       IIm  iktil 

24 

22,807 

fiCE    2    NOT    APPLICABLE 


II    II  M  II     t.  •«  Miai  i«« 
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SCHEDULE  SE 
(Farm   1040) 


Computation  of  Social  Security  Self-Employment  Tax 

^  loth  mI(-«ct<pUt*^  ^n»n  mw>t  fiU  •  VchsduU  Sf. 

►  *na<h  !•  F«rm  I^^O^t'  M<nfmru<l1«na  tw  ScKc^uU  SI  |F«rm  IO40I. 


1078 


•  It  fO"  '"^  -og".  iBcludiKg  I'pi.  ol  I      L7*^00     o>  mo-«  thot  .»•  iub|«ci  to  ie<i 

till  in  Itiil  ut««dwl«  (un<«1l  fOU  or*  aliQlM*  for  fti*  Eom«d  lncO'B«  Cr»d>l)       S««  Inilfwrtion 

•  It  fou  hod  mo>«  Ihon  o»«  buii>>«ll^onibin«  profin  ond  loii«i  Irom  oil  r""'  buunm*.    ond  I 


toaai.  do  no 


on  Xl.l  S<h>dul<  SE 


i»lopwi»w«  M^»w»»  r«p«rt«4  b«t««  -til  b«  crM4>'ad  to  ! 


I  hgv^o  MCiol 


NAMi  Of  IIU-«MnOTI0  rtUON  (AS  IHOWM  on  lOOAl  MCVIITT  CAIOI 

UllLIIH    J.        /        CLIHTOM 


\ 


^29/«J2/^«I47 


•  If  fOu  ha»«  only  torr^  incomo  compl«*K**ortl  I  and  III       •    If  yOu  ho*«  onl)r  nontorrft  incoma  complal^^orTi  II  and  III\ 

•  II  vou  Ko««  bo»h  foc»n  ond  nontofnyWomo  comploto  fom  I.  II.  ond  HI. X  \ 

C»m|^utoti«n  o<^«t  Eamingt  <t»m  fA>M  S«U-EmploYm«nt      \ j 


Tou  mor  al*^  >o  wmpula  r'l^  "*'  '<■""  •orn<ngi  uung  l«io  OPTIONAl  METHOD.  Im*  3.  inttaod  ol  uuna  lt<<  Dtgulot  Moll 
•I  rO"'  g'O"  P'ol'll  <>'•:  (l)/^}.^00  or  Ion.  or  |7)  mora  Ihon  t}.400  and  nol  prolitl  ara  Imi  llwn  SI.JOO  ^hlawa.*r.\  l.n 
mull  bo  complolod/ r-an  .1  y^  alocl  l«  uto  *«  EAUM  Of  TIOI>  L  MtTMOO \ 

ifcuu»  MnHOo  "*    ---•-   --    -  -     .--« 

I     Nat  profit  or  ilotl) 
7    t^ot  oorningi  from  fo/m  Mll-omptoyi 
FARM  OmONAi  MIT^OO    (   ,    Mot 
3    II  groii  prof' 


/    /  •    ichodula  f   .  f.  L  1 
I  froln:    (    b    Form  portnanhipt 


fLI»'E..I!e-C*.5M..0.«...t.I«...7<r.W.C.».y*l. 


Irom  to 


■  0...1  pV'"  •' 


(odd  linai   lo  ond  b) 

f+ion  S7.400.  antar  rwo-ttiirdi  ol  tK«  groll  proftli 

I     k    Mora  >ho«  (]  400  ond  Ika  not  Iota  p>o«l  ii  l«i  Itan  tl  000    ••••.  II  000 
formtrtg   or«  th«  retol   grOU   prehti  Iron*   S<h«dwl«  f   ptwl  lt««  Oitmb*m««   ihcr^  •!   grow 


pretiH   trtom  lorni  portn«nhipi  |SctwduU   K   I.   form    1063)  Ot   fliploin^  iM  mitrwcTioni   t«r   Sct^odUa   SE 


I  lino  2.  or  lino  ]  •! 


alocl  Iha  form  opfionol  m*t>ted 


Con'pu'X'O''  «<  N«l  Eofninga  tf»m  NOMFAKM  S<l>  EmpleYm«nl 


IKUIAI  METHOD 

5     Nal  prot.l  or 
(loul  from 


S<l<adulo  C  (En 
b\     Ponnarihipi.  |c 


ombmod  omount  if  mora  ttvon  ona  bulinott  )    

onturat.  ate    (ol>»*f  Ihon  forming) 

1  o  miniilor    mombor  ol  0  raligioul  ordar.  or  o  Chriilian  Scianca  proc 
(Includ*  raniol  •olua  ol  portonoga  or  ranlol  ollooanca  lurnithad  )  If 

r\i  lilad  form  4341 .  choth  boi  ond  antar  taro  on  tliil  lina | ]  / 

d   \$ar>\a  with  a  foroign  go«ornm*M  or  int*rr>otionol  orgoniiotion    .  .  .^^<'. 

■bthor    S^ily^_ 

6  Toiol  (odd  linai  5a  throvgti  i>^    .j) . 

7  Enlor  adiullmanli  il  any  (otfacti  notor 


:t 


any  (otfacti  notomonl) 

I    Adjvltad  nol  aormngi  or  (toti)  Irom  nonlorm  i«tf-amptoym«nt  (lina  6.  01  odiultod  by  lina  T\ 

If  lina  S  II   II   600  or   mora  01   >f  r^u  do  not  ol»n  lo  uu  ll'a  Nonlorm  Opnonol  MalllOd     omil  linot  9 
Ittrough   I  I  and  amar  amount  Irom  Ima  i  on  Ima   17b.  'or-  HI 

Naia:  to.  ••">■,  »••  Iha  noxlo'm  opnanol  naUiod  (Una  9  Itirovgn  lin«  I  I)  anl,  .1  l.nt  I  »  tail  mo«  il  MX  On<|  Wii 
Hhom  rwo-iliirOi  ot  fOwr  groii  nontorm  prelni  ond  yO.  l»Od  0<»uol  nal  aorningi  Irom  talt-*mptorm«nt  ot 
1400  or  mora  tor  Of  looii  7  o^  Itia  1  prio*  yoon  T>ia  nontorm  opftonol  i***in«d  con  onty  b«  «i*«d  tor  3 
lOBObla  r«ori 

NONFAtM  OPTIONAL  METHOD 

9    a    Moaimum  amouni  raponobla.  undar  bolK  opiionol  molhodi  combinad  (larm  ortd  nonlorm) 

b    Enlar  omounl  from  lina  3      (II  you  did  nol  oloct  to  uM  Iha  lorm  opnonol  malhod 
c     »alonc*  (lublrocl  lino  9b  Irom  lina  9ol 

10    Enlo'  rwo-rtiirSilol  grOH  nonlam  prolitl '  or  1 1.400.  whicKrar  i>  imollar 

I  I     Enlar  hora  ond  in  lino   17b.  iKa  amount  on  lina  9c.  or  lino   10.  wl>Kh«.ai 


loro.). 


•Co.!  p. 


■•"^" J: 

cK^^la   C   pl.i   ma   OiimbuK^   iltara      <//) 


n    nonlorm    butinavi   or*    ilta   lotol   9^   Hm   gr«|i   oroH^    tiom    VKvdi 
III   profilt   liam   nonlorm   por^arih.pi   (S<ti«dwLa   K- I     lofrr^    I0A3)   Ot   aaplflin^O   >n   .ntirvcuoni  tor    Sctiodwl*   Sf 
ndudalgrotk  proAtt  limn  larncai  r«oonaO  an  linat  3<.  d    on4  a    ot  adivitvO  by  lina  1 


j^^^^j   f  ■tr..p.itot;on  ef  SScrdI  S«curiTy  S^tT-EmplgyiTf  nna» 


1  J    Nat  oomingi  pr  (Ion),  O  from  forming  (Irom  lino  4)     

b      from  nonlorm  (Irom  lino  1.  or  lino    I  )    il  yOM  olacl  lo  uia  ttio  Nonlann  Opnonol  Molhod) 

I  J    Total  nal  ooromgi  or  (loti)  Irom  toll  amploymani  raportod  on  lino   17      (If  Mno   1 1  lo  Uu  than  MOO. 

T»«  ■'•  !»••  iubjot»  «« lalf-oinployminr  »«»rt>«  Kof  fll  Ur»»«i  »f  ScHMutoT   '.~. T777 

14  T>ia  lorgatl  OftHwrtt  of  combinoo  wogat  onO  lott-amptoymanf  aorn.ngt  iwOtoct  to  Soc    So<    or  %uArmm4  >a*    toaot  i 

15  a      Total  "FICA'T  wogoi  and  "■•TA"  cemponMrtion  • 
b      Unraponid  )ipi  lubiad  lo  FICA  tai  Irom  Form  4137  i 
c       Toiol  ol  llnoi   I  5a  and  b 

U    Solonca  (lublrocl  lino   ISc  Irom  lino   14)  . 

17    SoH-amplormant — lino   1 3  of   )  4.  wbichoiof  it  imallor 

II  Multiply  Iha  omounl  on  Ima    17  by  .081 

TKii  II  Iha  Soil  Employmani  Toi      Enlar  hara  ond  on  Form   1040 


II. 


[U 


ISO 


350 
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SCHEOUlf  SE 

(F«rm  1040) 


Computation  of  Social  Security  Self-Employment  Tax 

¥■  ia<h  Mll-«mpl«y*d  p»r,»H  wwn  Hl«  «  khaJwU  SI. 

>■  Atiocti  I*  Ncm  lOM-^-'b*  ln«*n«fi*nr<M}<t>^>'**  >i  C*""  1040) 


1^78 


9  II    yow    had    W091 

I.M  .1  th.i  Kh«d 
•  If  yow  Kod  fwora  than  on«  b< 


•I.   lAclwdrng   tipi.   of   S       X^ 
J*  (unUll  you  ort  •Uo>bf«  for 


lh«  (orn«d  tnci 
proftti  ond  lotM 


•  tfiQt  w«r«  twbt*ci  to  loctol  i««M(i'y 
mt  Crtdit)      S««  InflrwcTiont 
from  oil  your  buiin*«i««   and  foi 


*0>a«.  do  not 


Iffi^rtant  —  The  Mil  «mpt«yment  ^o**^  f*pan*d  b«la 


MAWI  0>  Sll/-ftMnOTiO  Ff  t>6N  (AS  SHOWN  QW  tOgAl  MCUt[rf  CAJDI 

NILLART  /         CLINTON,  ' 


w— d  »w  *>9wfi^ 


\ 


•  if  )row  ho*t  ooty  *«'(*  tncom*  complvtv'^arfi  I  ond  IH      •    It  fou  ha««  only  nontarm  incom*  compUta>forft  M  ond  MlA 

•  I*  rovfc  hovf  botK  lof^  ond  nowfafyiKom<  complta  Pom  1.  II,  owd  III. X \ 

Cam^utotisn  cf/Nol  Earningi  (rem  FAIM  S«lf-EmpUyin«nt 


93/40/2936 

\ 


You   moy   •loct   10   compult   roy/  not   torm   torningi  uung   fha    OPTIONAL   METHOD,   lino   3,  inifood  of  uwng  th^  RoQwIor   Mothod.  tino 
it   jrsur   groii   ptotih    oro:   (l)/i].400   or   Ion.   or   (])   mort   t^an    t2.400   and   not   prohtl   oro  lou  than   S).MO      Maw««or.\linot    I    ond 


ntwft  bo  eomplotod/o 


•  olod  10  UM  tht  fAKM  OPTIONAL  METHOD 


udr,,  \  b  ro 

fofm  uK'ompI 

-X**"*!""!*   NO.  -,0,.  *o«  M.. 
Mng  -  or«-                 1    b    More  rhan  S2  400  ««»• 
II  ptpfitl  tre^  lormtMg  or*  rh*  Mlfll  grou  p'O 
preftn  frWm  (of»i»  portnertKip*  (S 

h«r«  ona  on  lin«   12o.  tK«  om 


■fouui  MrHdo        /  (  .  s.hod-io  f  .f.LI.«..5a-C4SH..0.«..ilt«.f...7ftr.HC.C.'JWAI 

1     N«l  profit  Of  lloii)  fromr    \   b    ?arm  partnarihipi    

3  Nol  •orntngi  jfrom  fo^m  Mif -•mploirm«nl  (odd  linw   1  o  ond  b) 

!.400,  anf«r  Nro-thirdi  of  th«  grou  profitt 

urn  profti  II  t««l  than  SI. 600.  enfor  II.AOO... 
>  p'ofiti  fr*m  Schedule  f  pivl  iM  d«tlnbwn««  iho'*  •<  Qr*u 
l&chedwle  K  I     form   1063)  ei  eBplatfvml  m  •ntirwcnont  for  ScK«dvl«  SE 

4  Cnf»f  h«r«  ond  on  lin'«   12o.  th«  omoynt  on  lin«  2.  or  lin«  3  -f  you  •l»cl  th<  form  ophonol  mgfhod   . . . 


PAIM  OrTIONAt  MITHOO 
3    If  grott  pi 
from  formi 


Cdmpwl4tion  ef  Ndt  Eorningi  from  NONFAKM  S<lf  imploymdni 


IfGUUI  MfTHOO 

5     Ntt  pro(<l  fl 
(lou)  from 


Sch«dul»  C  (Ent«f  combmod  omount  if  mora  than  on*  bwunail.)    

ParTn«rfhipi.  jomi  v«nturM,  ttc.  (othar  thon  farming) 

Service  at  a  mmntar.  mambar  o'  o  raligiout  ordar,  or  o  Chriihan  Scianca  proc 
O'^cluda  rantol  volua  o*  parionoga  or  ranfol  ollowanca  furnuhad.)  If 

filad  form  436 ) .  cKack  boi  ond  antar  taro  on  this  Ima |       | 

Sarvi«^  wifh  o  foreign  govarnmant  or  intarnononol  orgoniiotian    , . ^.t<\. , 


d  \  Sarvly  -»th  a 
a        Olhaf;  Spacifi 


6  Total  (odd  Imai  5o  through 

7  Entar  od|uitmanti  if  ony  (onoch 
S    Adjuttad  net  earnmgi  or  {V 


If  lir 

through   \  1 
Naia:      Tov  K 


oiamant) 

nonform  latf-amploymanl  (lina  6.  Ol  odjuitad  by  lina  7) 

I  S)  600  or  mora  OR  il  you  do  not  a'aci  to  um  *tta  Nonfarm  Opttonal  M«thod.  omit  (in««  9 
,M  from  l.na  8  on  Ima   12b.  Part  111 

Dtm  oprtenAl  *n«)hed  (!.#**  9  .Kr^wgh  l.n«  II)  enlr  .t  l.n«  |  ,.  t.u  ihor>  1 1  AOO  O^d  •««■ 
u'  QfOil  nenform  prohti  ond  you  hod  octuol  nei  eormnQi  Irem  Mll-«mploipmonl  of 
leoti    'i   of    ttte    3    prior   yoori       The    nonfarm    epiionol  method   con  on(y   be  «f«od   fa*    1 


NONFARM  OrriONAl  MCTHOD 

9  a  Maiimum  amount  raponobU.  undar  both  opHonot  mathodi  cembmad  {form  artd  nonfarm)  .. 
b  Entar  omownt  from  tin*  3  (If  yow  d>d  rnit  alact  10  wM  th«  form  optional  mothod,  ontar  laro  ) 
<    ftolonca  (tubtroct  ltn#  9b  from  lina  9o) 

10  Entar  fwo-rhiryilof  greii  nonfarm  profin '  or  X 1 .600.  witichavor  ti  tmollar 

1 1  Entar  Kara  oru  on  lina  13b.  i^»  omount  on  lina  9c.  or  tina   10,  whichavor  n  imoflaf 

'  G'Ott  prefin   'r^m   ftonform   bwiooii  ore  t*te  to«ol  of  the  grou  profm  from   Sc^wdwle  C  plwt  fho  dtilnbvnvo  thore 
of   grou   prafitt   Vem   nontorm   por^norVMpi   (Schodwle   Kl,    for'n    1063) 


.  from  I 
Alto.   indudJ  groU  prvftft  from  mi-i 


'   Schodulo   SC 


I  odh«>*ed  by  kMe  7 


C4mpwfofion~dy3»<iol  S^cwn^y  S^lf-trnployrrfnt  Tok 


13    Nat  aomingi  or  (lou):  •  From  forming  (from  lino  4) 

b      From  nonlorm  (from  lina  8.  or  Ima  1 1   if  you  aloct  to  uta  fha  Nonform  Optionol  Mofttod) [L2t^ 

13  Totoi  nm*  aoriingi  or  |(oit)  from  Mif-amplermont  roporiad  on  lina  13     (II  lino  13  ia  !•••  lh«n  $400, 
yow  aro  not  ivbi^ario  Mif-omploymonI  toi.    Do  not  fill  In  rMT~of  »cH*dwto) 

14  TKa  lorgotl  am  Mni^f  comb«r>od  »«9»«  af«d  »lf-ow«ptoyn^nt  eoi 

15  •       Total  "fV'.Aj  wogot  and  "RRTA"  companiotien 
b      Unroponpd/tipi  lubfoct  to  FiCA  toi  from  Form  4137 
C       Totol  of  fnft  15a  ond  b 

14    ftolonca  (lubtroct  lina   15<  from  lina  14) 

17    Solt-«mploymant — lin«   13  or   16.  whkK««ar  it  vnotUr 

1  •    Multiply  tha  omount  en  lina   1 7  by  •  0  8  1 

Th.i  II  tho  Salf  Employmant  To«.    Enttr  Kara  or»d  on  Form   1040 
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TAX  COMPUTATION  SCHEDULE 


l-^Tf 


L  }-3  f  X3-.  I  qzi,7 


•I  T<i  tmylttpmitrt  W)x  CtK»l  U»  rt>«  Tai  MIn 
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F.nn  2210 


UNDERPAYMENT  OF 
ESTIMATED  TAX  BYJNDIVIDUALS 
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SCHEDULE  09-CASH  CnNTHlBUTI O^S 


MON.ITEMIlfO  CONTBjBOTtONS 
/   TOTAU 
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SCHEDULE  2e-L0HG  TERM  CAPITAL  6AINS 

OESCBIPTION  _^ —_         FEDERAL        STATf 

OATfc  AOU    DATE  SOLD, SALE  PulCE    DEP      COST        6AIN/L0S$ 

-INSTL  SALE  SEE  SCM  X 

t      I  /  I  \  788  -  788 

•INSTL    SALE-COLLeCT  \ 

'      '         /      '      >  ^ '" ~~  ~ --,  \8  «« 

-iAC«ES-LAND       /  ^.^-^  '" 

01/25/77     05/17/^  S.OOO  2.«5o"x  2'»0\  2»150 

/  /  TOTAL-  -3 1 03*   ••        3f036   •• 

/schedule    30-$H0RT    TERM   CAPITAL   6AINS  \         \ 

OESCRlPTKiN        /  FEDERAL  \        \      STATE 

DATE    AQU    /    DATE    SOLD    SALE    PRICE         DEP  COST  6AII^/Loks 

J.COMMODITIES     I 

'    y     \  '      '  26i»41    I         2frt»M 

1  TOTAL-  a6»»4)    »•      261541    •• 
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V^£-_£^£2?j/7 


INSTALLMENT  r,:iH   ON  SALS 


DESCRIPTION  OF  PROPEIVTY:  /C  '^'■^'z      'y^',^ 

rrff"'-' 

/o.-J 

OAT^^ACQUIREO 

\ 

s 

TE  SOLD 
.3     ,    197/ 

1 

GROSS  SALE  PRtCE     / 

S    XXX  \ 

/■v^^.r 

2 

ORIGINAL  COST      ''' 

-7^00     ~ 

,       XXX 

^ 

IMPROVEMENTS/      / 

XXX 

it 

TOTAL  COSTS  /(2  ■>•  J ) 

-7gOO 

k    \    XXX 

S 

LESS  ALL0WE()/ALL9UABL£  DEPRECIATION                  | 

\     \              XXX 

6 

ADJUSTED  BASIS  {/<  -  5) 

7?cr 

\           \               XXX 

7 

EXPENSES  0F|  SALS 

~rs-^. 

\           '      XXX 

8 

ADJUSTED  BA^IS  IfLUS  EXPENSES  (6  +  7) 
PROFIT  ON  SALE  (1-8) 

XXX 

'  ^,  _rV^ 

S 

XXX 

^..--'i- 

10 

MORTGAGE  PRIOR  TO  SALE  (ASSUMED  BY  BU'i 
TO  BE  COLLECTED 'iBY  SELLER  (1  -  10) 

ER) 

XXX 

1  1 

,  ^  ->  - - 

XXX 

12 

EXCESS  OF  AS'SUMEO  MORTGAGE  OVER  BASIS 
"CONTRACT  PRICE"  (11  +  12) 

(10  -  6) 

XXX 

13 

/v  ^.?^ 

XXX 

\k 

RATIO  OF  PROFiT  TO  CONTRACT  PRICE  (9 
DOWN  PAYMENT  I'M  YEAR  OF  SALE 

I3J 

iz   ?ir„ 

15 

1  s-oo 

XXX 

16 

OTHER  PRINCIPAL, PAYMENTS  IN  YEAR  OF  S; 
TOTAL  COLLECTED  (N  Y^AR  OF  SALE  (15  ■' 
EXCESS  MORTGAGE  OVER  SOST  (ITEM  12) 

\LE 

S-.u 

XXX 

17 

16) 

1     ^r?.^ 

XXX 

18 

XXX 

19 

"PAYMENTS"  IN  YEAR  OF  SALE  (17  +  18) 

1      '     XXX 

"' 

P.^s-rr 

YEAR 

PRINCIPAL 
PAYMENTS 

PERCENT 
OF  GAIN 

TAXABLE  GAIN 

TO  5CH.  D    TO  FORM  1,797 

DEFERRED 
BALANCE 
OF  GAIN 

19  -7F 

pre 

s-j-^-" 

19     r 

19 

' 

19 

19 

1 

19 

1 

19 

1 

19 

1 

19 

1       1 

•5 V 

1       i         1  ' 

THE  TAXPAYtR/ HEREBY  ELECTS  TO  REPORT  THE  GAIN  ON  Tm S  SALE -UMOER  THE  INSTALLMENT  MtTHC2 
OF  ACCOUNTJMG  AS  DEFINED  IN  IRC  SECTION  1.53.        .        ■.  _ 


LP  00672 


1290 


RooUing  cTVIanor 

Inc. 

Jnmcn  O.  McOout^al  J.W.  FulbrlBht 

I'rL-BUUim  Chill riniin  of  clic  Doartl 


February  4 .  1077 

Bill  Clinton 
5419  L  Street 
Little^^ncck  .  Arkansas 

Dear  BiLl. 

Between  new  and  Aoril  IsC  please  mail  us  your 

down  njvmcnr  ""    'i.:^^    "'^~  ^ '-  V'°"-'  '^'ave  it  to  spare. 


'^      '    Eecmninc  in  Aoril  mail  a  check  payabie~~to 
Rolling  Manor,  Inc.   in  the  amount  of  3155.51  to  our  bank  in 
one  ot    the  enclosed  envelopes. 

Sincerely. 


^. 


Jamas    B.    MCDouaal 
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CliRIll  ICAIU    OF    I'ARTICII'ATIUIN 


UNION    NATIONAL    BANK    OF    LITTLE    MOCK 
LITTLE    ROCK,    ARKANSAS 


Genllcmen 


We    offer    you    a    pDrticipaUoff    in    the    following    loan 
BORROWER    Bin    nu^tnn.    ^t  nr 


TOTAL    LOAN    $18^,611.20 


ADDRESS   |/|^^  Cantroll  Boarf>  Uttl«  Rookj-  Ar. 
DATE   OF    NOTE    A,.g„nt.  ?^  197R 


AMOUNT    ASSIGNED    TO    YOU 


RETAINED  KY    US 


SECURED    By   COLLATERAP-^S    FOLLOWS:      ftxt  of  Sec.  9,  Twp. 
S«5.  8,  firp.   18  N,  RA'kV.  cont.  ZJO.aU  acres  a 


.,  part  of 


DUE   DATt   OF    NQTE    Demand 
ESTIMATED    VALUE    OF    COLLATERAL 


NET    WORTH    OF    BORROWER 


$7!U?,QQO.on 


We  hereby  assigt(  a  $  9l.'305.60  interest  in  the  above  note  to  you  without  recourse  and 
assign  such  interest  in  said  security  agreement,  deed  of  tnist  and/or  other  collateral  as  is  n< 
to  secuDc  your/interest  in  said  note,  and  we  agree  iJiat  such  security  agreement,  deed  of  tnist,\and/c 
other  ciguatera!  pledged  to  us  shall  secure  your  interest  in  said  note  and  our  interest  in  saiy  nott 
concurrintly  and  proportionately  in  the  proportion  that  the  interest  held  by  each  of  us  shall 
the  ent  re  indebtedness,  and  in  case  of  a  foreclosure  sale  under  said  security  agreement,  deed  of  trusl 
and/or  other  Icollateral,  the  security  shall  be  purchased  at  such  sale  for  the  proportionate  benefit  of 
both  you  an(|  tlie  undersigned  Wc  shall  endeavor  to  use  the  same  care  in  servicing  said  loan 
would  If  saidi  loan  were  made  entirely  for  our  own  account  and  in  that  connection  it  is  agreeJl  thai 
we  may|  use  qur  sole  discretion  with  respect  to  exercising  or  refraining  from  exercising  our  righos  wit 
D.  We  will  not  without  your  prior  written  consent  (a)  change  the  rate  of  intejest  0/1 
lb)  release  any  secunty  which  we  may  at  any  time  or  from  time  to  lime  hold  /or  tlie 
?f  seAjnng  said  loan  The  undersigned  will,  at  any  lime  requested  by  llie  said  Union  Watioiuil 
ttle  Kock,  execute  and  deliver  to  it  formal  assignment  of  the  above  security  Unless  stipulated 
tie  parties  in  writing  to  the  contrary,  it  is  agreed  that  all  collection  of  balance  of/princinal 
witl  be  applied  on  a  pro  rata  basis,  as  previously  slated,  and  these  distributions  will/be 
\llect^ 


This  participation Viraws   interest   at    the   rale  of 
DATED  this    \      Jgnd day   of     Auguet 


ATTEST 


^V  e..*^^ 


Burge-  Viok  Preai4ent 


(lit)"')    J.  fj.   ftttteraon  -  President 


ACCEl'TEl) 

UNION   NATIONAL   BANK   Ol-    IHTLF.   ROCK 
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OFFER   AND    ACCEPTANCE 


'  «.  hwrn  k«rr«<U  U>id«n  I 

_«»tun.  Tkli  tmm  ilull  b*  UU  kr  A««t  Wk<  U  aU 
pmytlr  nuuind  u  Bant.  If,  >f tn  »«t»yti»««.  hmr*r  l»D* 
teaaro.  vklck  (act  akall  Ba« 

r  Tana  an^  aywlal  aiaiiwaata.  4«a  aa  «r  kaiafa  Oa  claalji« 
lawUI  niMiMinli  akaJl  ka  ^r*-rata4  aa  tt  cJaaiaf  4aU  kaaa4  araa  tk»  laat  1 
afcall  ka  pra-fat^  aa  at  alaalac  4a<a. 

I.  Sanar  ihali  raaaU  Ika  pravartr  aarf  4alt<«T  |i In  ta  B«rar 

^ta.  SalUr  afraaa  U  yar  raat  u  larar  at  Ika  rata  tt  t_ 

t.  Bayar  cartlflaa  tkat  ka  kaa  la«yacta4  tka  prvpartf  aari  W  b  aa<  ralfiar 
■lailU  af  tka  Afant  av  Ballar  aa  U  aca  ar  ahraiaal  caa4iUa«  a/  latprarawaau. 
dra  ar  atkar  caamaJtr  aaaailiaf  at  ta  tka  ttaa  af  toaaala 

la   Uallaiylraa   Barar  U  aaaaylad  vtUU. 


"x^.^' 


©(o)D3[?0[I)S[?370^\Il^-4?^(o)(D^ 

^{M\j^W(^\M,^  S"'—-  CONFIDENTIAL 
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Mr.  James  B.  HcOougal'i 
4  Betswood  \ 

Uttle  Rock,  AR     72207 


November  16,   1986 


\       This  is 

to  dacfc  has 

keeps   the 

you  anytime  you  \n.s^ 

As  at  L&st  suDiner  we 
placed  vdth  the  Bank  purchas 
to  amortiie  the  debt  of  th| 


Our  dealings  with  the 
in  sianagenent  during  the  life 
keep  us   informed  as   to   the  sta 
of   the  purchasers  of  the  nore 
these  payments   to  apply  on  our  loon 
payment.     As  it  is  unlikely  that 
winter  oonths   this  deficiency  will 


Uhitewater  Development  Corporation.     The  Qompany 
aling  approximately  J90,000.00.     Charles  James 
and  will  be  happy  to  go  over  the  books  with 


in  selling  all  of  the  property  and  had 
.and  notes'  from  these  sales  sufficient 


e  roost  difficult  with  five  changes 
The  Bank  has  consistently  failed  to 
the  loan.     Apparently  three 
defaulted.     Failure  to  receive 
deficiency  in  our  note 
t  can  be  resold  during  the 
an  unacceptable  rate. 


factors.     Firstly,  I 

itlal  of  cabarrassnent 
the  ?90, 000.00 
atrlbuted  to  the 
derstand  your 
accoopUshing 


Hillary's 
yinent  of 


I  was  motivated  to  send  you  a  stock 
{wanted  to  get  you  out  of  the  company 
CO  you.     Secondly,   I  had  hoped  to  be  able  to 
loss   for  tax  purposes  sinca  Susan  and  I  have 
cooipany  the  funds  necessary  to  cover  these  lo 
de^i^e  to  have  your  Dana  off  the  note  and  hope 
this. 

I  The  purpose  of  the  Uamnty  deed  with  lien  retain 

signature  is   to  get   the  property  recorded  in   the  naoc 
avoiding   the  recurring  problem  of  Hillary  appearing  de 
Real  Property  Taxes   in  Marion  County. 

Congratulations  on  your  stunning  victory  and  best  wishes 
^ccessful  four  year  term. 


©®M[^0[o)[lK]70AIU-(F)(X](o)[D)a.3(g[l©  ^^_ 
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L.._ .  Corporation  Income  Tax  R^ 


11)85 


18  Inttreit 

19  Contnbutloni  (t««  InrtructJent  ftr  10% 

20  Otorvcuiion  (itticA  Fsrni  4S6Z)    .     . 

21  Lass  dtpf  tcuoon  ciaimvd  in  Schsdu^ 

22  OteltUan 

23  Adwrtlsini 

24  Ptnsien.  prefit  ihsnnj.  ttc  pUns 

25  E/nel9r*«  bsnsfll  profnms 

26  Om«r  dtaunoni  (insen  >eA«dul«) 

27  TOTALOtductiens— Mdlints  12inroufti26and 
21  Tsubi*  incemi  btlert  n«t  eparsUnf  lou  Mduction  ind  ii 
29  Lni:  •  Nil  setnnni  loa  dsducllan  (in  manietians) 

b  So«o»i  atductions  (Sc>>«tfui«  O 


30  Tiaele  incomt  (Ims  28  Ita  lin«  29c) 
i\  TOTALTAX(S£ftt(JultJ).     .     . 

32  ^irnonts: 
>    1984  ev*rMymtntill9w«4uicr«dft 
b    198S  (Stinuttd  tupvymants 
c    Uss  19BSr«fundip«(i*«roronrann«4U 

*  T»«  dtposiljd  wiui  form  7004 

•  Cridit  (mm  rvfuittN  ln»««(m>ni  eompsmcs  (sltscn  Fonn  2439)  . 
'    CridilforrtatnlUiontmsellnt«fldsp*ci*lluils(s(UcnFDnn4l3S)  _ 

33  Enter  tny  PCNALTT  tor  unairpirmtfit  el  tsUmstM  tai^^nKk  pO  II  Fonn  2220  n  sttacl 

34  TAX  DUE— II  tnt  loni  ol  llnr<  31  and  33  n  Itrftr  Vian  lin*  32.  tmtr  AMOUNT  0' 

35  OVERPAYMENT— II  lint  32  is  lar|tr  Wan  tht  loUl  ol  lints  31  and  33.  tflttt  AMOUNT  OVERP 

36  (mir  imeani  «l  liM  IS  m  wuc  Cn4ll«4tl  111!  nllnilK  til     *  |  Itlm4<4 


I  Pleise 
Sign 
Hmc 
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STATEMENT   OF   ACCOUNT 

Citizens  Bank 
&ThJSt  Company 
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I  luiN  miin  wj  KwfT 


f.o.  tottm'  nirrm.  mi 


CmbiI  iMrt  ■(  DEALT 
lEAlTOM 


Dea?  Sirs: 
CREDITS: 

Sale  Price 
DEBITS: 


hent  for  Whitewater  Estates,  Lot^  2, 

M,  15,  16,  17,  18,  20,  22,  2^,  24, 
of  Whitewater  Estates. 


00  plus  1979  Piper  Seminole 
Aircraft 


Assume  Portion  Of  WW 
*5885  Citizens  Bank. 

DUE  SELLER  AT  CLOSING: 

'979  Piper  Seminole,  Model' 

We  appreciate  your  business.   Pleast 
be  of  further  assistance. 

Sincerely, 

OZARKS  REALTY  CO. 


Earl  J.  Stafford 
Broker 


©[KSCTtggSi 
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WARllANTY   DEED. 

(CBIMmATIOH  I 
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linton 


ftr.  Janes  B. 
It  Bctswood 
Little  Rock, 


HcDougal- 
AR     72207, 


^kIrv«nbe^  14,    1986 


/ 
Uhitewmter  Devtlopnent  Corporation.     The  oa^jany 
'     aUng  approximately  $90,000.00.     Char  lei  Jaoes 
and  will  be  happy  to  go  over  the  booics  with 


This  is 
CO  date  has 
keeps   the 
you  inytiae  you  \risk 

As  of  l*st  sunner  we 
placed  with  the  Bank  purchas 
to  aaortize  the  dabt  of  th"* 

Our  dealings  with  the 
in  oanagcncnt  during  the  life 
keep  us  informed  as  to  the  st 
of   the  purchasers  of  the  nxsre 
these  payments   to  apply  on  our 
payment.     As  it  is  unUkely  that  thea 
winter  ocnths   this  deficiency  will 

I  I  was  iBotivattd  to  send  you  a 

usnted  to  get  you  out  of  the  canpany  becai 
to  you.     Secondly,  I  had  hoped  to  ba  abla  to 
loss  for  tax  purposes  since  Susan  and  I  h«v« 
canpany  the  funds  necessary  to  cover  these  loss 
desire   to  have  your  oaBM  off  the  note  and  hope  y 
this. 

The  purpose  of  the  Barranty  deed  with  Uen  retain 
signature  is   to  get  the  property  recorded  in  the  nme 
avoiding  the  recurring  problem  of  Hillary  appearing  de 
RcaI  Property  Taxes  in  Harion  County. 

Congratulations  on  your  stunning  victory  and  best  wishes 
successful  four  year  term. 


in  selling  all  of  the  property  and  had 
notes  from  these  sales  sufficient 


,e  most  difficult  with  five  chcnges 
Bank  has  consistently  failed  to 
the  loan.     Apparently  three 
defaulted.     Failure  to  receive 
deficiency  in  our  note 
t  can  be  resold  during  the 
an  unacceptable  rate. 


jactors.     Firstly,  I 
potential  of  «BbarrassDent 
^-  the  |9O,0O0.0O 

itrlbuted  to  the 
ler stand  ytaur 
sEvl'^  accoo^lishing 


Hillary's 
lyment  of 
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ARKANSAS  CODE  OF  1987  ANNOTATED 

Copyright  (c)  1987-1995  by  The  State  of  Arkansas 

All  rights  reserved. 

*•*  CURRENT  THROUGH  THE  1995  SUPPLEMENT  *** 
*♦*  (1995  FIRST  SPECIAL  SESSION)  ♦♦* 

TITLE  23 .   PUBLIC  UTILITIES  AND  REGULATED  INDUSTRIES 
SUBTITLE  2.   FINANCIAL  INSTITUTIONS  AND  SECURITIES 
CHAPTER  32.   FINANCIAL  INSTITUTIONS  GENERALLY  --  ORGANIZATION  AND  OPERATION 
SUBCHAPTER  12.   BRANCH  OFFICES 

Ark.  Stat.  Ann.  ®  23-32-1202  (1995) 

®  23-32-1202.  Establishment  of  full  service  branch  offices  --  Locations 

(a)  No  banking  institution  shall  engage  in  the  business  of  banking  at  any 
location  other  than  at  a  principal  banking  office  or  branch  bank  in  this  state 
except  as  otherwise  permitted  by  law. 

(b)  Any  bank  may  establish  a  full  service  branch  and  may  establish,  maintain, 
and  use  a  customer-bank  communication  terminal,  as  that  term  is  defined  in  ® 
23-32-1301,  provided  that  its  supervisory  banking  authority  approves  its 
application  for  the  full  service  branch.  Full  service  branches  and  customer-bank 
communication  terminals  may  only  be  established  as  follows: 

(1)  A  bank  may  establish  full  service  branches  and  customer-bank 
communication  terminals  anywhere  within  the  county  in  which  the  establishing 
bank's  principal  banking  office  is  located; 

(2)  A  bank  which  relocates  its  principal  banking  office  may  continue  to 
use  its  former  principal  banking  office  location  as  a  fuii  service  branch  and 
customer-bank  communication  terminal  so  long  as  the  use  as  a  banking  facility  is 
uninterrupted ; 

(3)  In  addition  to  subdivisions  (b) (1)  and  (b>  (2)  of  this  section,  after 
December  31,  1993,  a  bank  may  locate  one  (1)  or  more  full  service  branches  and 
customer-bank  communication  terminals  anywhere  within  any  counties  contiguous  tc 
the  county  in  which  its  principal  banking  office  is  located; 

(4)  After  December  31,  1998,  a  bank  may  locate  one  (1)  or  more  full 
service  branches  and  customer-bank  communication  terminals  anywhere  in  this 
state. 

(c)  Without  regard  to  the  exceptions  for  location  of  a  branch  bank  and 
customer-bank  communication  terminals  as  provided  in  this  section,  a  bank  may 
purchase  the  business  and  assets  and  assume  the  liabilities  of,  or  merge  or 
consolidate  with,  another  bank  located  in  any  incorporated  city  or  town  within 
this  state  and  operate  the  acquired  bank  as  a  full  service  branch  and 
customer-bank  communication  terminals,  provided  that  full  service  branches  and 
customer-bank  communication  terminals  shall  not  be  established  pursuant  to 
purchase,  merger,  or  consolidation  with  another  bank  should  either  bank  have  a 
de  novo  charter. 
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Ark.  suae.  Ann.  ®  23-32-1202  (1995) 

(d)  None  of  the  provisions  of  this  section  which  restrict  the  locations  in 
which  branch  banks  shall  be  established  will  be  effective  in  emergency  instances 
in  which  the  purchase  and  assumption  of  the  assets  and  liabilities  of  a  failed 
or  failing  (less  than  three  percent  (3%)  capital-to-asset  ratio)  bank  becomes 
necessary  due  to  state  or  federal  regulatory  action. 

(e)  Any  bank  may  file  an  application  with  the  Bank  Commissioner  to  relocate 
any  existing  branch  to  another  location  then  authorized  by  law.   A  fee  of  not 
less  than  one  thousand  dollars  ($1,000)  nor  more  than  two  thousand  five  hundred 
dollars  ($2,500)  as  set  by  regulation  of  the  State  Banking  Board  shall  accompany 
the  application.   The  application  shall  contain  such  information  concerning  the 
new  location  as  the  commissioner  may  require  by  regulation.   The  commissioner 
shall  approve  such  relocation  unless  it  is  determined  the  relocation  is  not 
economically  feasible  or  will  not  serve  the  public  convenience  and  necessity. 

HISTORY:  Acts  1973,  No.  228,  @®  2 ,  6;  1983,  No.  256,  ®  1;  1985,  No.  103,  ®  1 ; 
A.S.A.  1947,  ®@  67-360,  67-364;  Acts  1987,  No.  539,  ®  1;  1988  (4th  Ex.  Sess.), 
No.  2,  ®  4;  1988  (4th  Ex.  Sess.),  No.  12,  ®  4;  1991,  No.  892,  ®  4. 

NOTES : 

AMENDMENTS.  The  1988  amendment,  by  identical  acts  Nos .  2  and  12,  rewrote  this 

section . 

The  1991  amendment  rewrote  (e) . 

RESEARCH  REFERENCES 

ARK.  L.  REV.  Note,  Arkansas  State  Bank  Commissioner  v.  Resolution  Trust  Corp.: 
Does  the  RTC  Have  the  Power  to  Override  State  Branch  Ban-cing  Laws?,  44  Ark.  L. 
Rev.  837. 

UALR  L.J.  Note,  Banking  Law  --  Branch  Banks  --  ArKansas  Branch  Banking  Laws  Are 
Preempted  by  the  Emergency  Acquisition  Provision  of  FIRREA.  Arkansas  State  Bank 
Commissioner  v.  Resolution  Trust  Corp.,  911  F.2d  161  (8th  Cir.  1990),  13  UALR 
L.J.  691. 

Legislative  Survey,  Banking  Law,  8  UALR  L.J.  547. 

Survey  --  Banking,  10  UALR  L.J.  54  3. 

Survey,  Banks  and  Banking,  14  UALR  L.J.  277. 

CASE  NOTES 

BRANCH  OFFICES. 

Bank  cannot  convert  its  current  principal  office  located  in  White  County  into 
a  branch  office  and  establish  a  new  principal  office  in  Pulaski  County,  as  a 
branch  office  cannot  be  established  in  a  contiguous  county  until  1994.  First 
State  Bank  v.  Arkansas  State  Banking  Bd.,  305  Ark.  220,  806  S.W.2d  624  (1991). 

CITED:  Arkansas  State  Bank  Comm'r  v.  Resolution  Trust  Corp.,  911  F.2d  161  (8th 
Cir.  1990);  Arkansas  State  Bank  Comm'r  v.  Resolution  Trust  Corp.,  745  F.  Supp. 
550  (E.D.  Ark.  1990) . 

USER  NOTE:  For  more  generally  applicable  notes,  see  notes  under  the  first 
section  of  this  subchapter,  chapter,  subtitle,  or  title. 


Local   Acts 
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***  CURRENT  THROUGH  THE  1995  SUPPLEMENT  *♦♦ 
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CONSTITUTION  OF  THE  STATE  OF  ARKANSAS  OF  1874 
AMEND.  14.   LOCAL  ACTS 

Ark.  Const.  Amendment  14  (1995) 
NOTES : 

ic ,..  .pp„..a  „':l'":„'l:;  :   ,:°  ::'„  •  r^sjivr: "";  ■=■  '^"'- 

and  44,150  against.  ^  ^  ^°'^^  "^  80,500  for 

This  amendment  may  supersede  Const.,  Art.  5,  m   24-26. 
RESEARCH  REFERENCES 
AM.  JUR.  16A  Am.  Jur .  2d,  Constitutional  Law,  @  789. 

ARK^  L.  REV.  special  and  Local  Acts  in  Arkansas,  3  Ark   L   Rev   113 
^^^Changing  Boundaries  of  Municipal  Corporations  m  Arkansas   20  ^Jk.  L.  Rev. 

^"o^gh'he'T^e^i'd^l^ulR^L^a'^r^^"^^  '^^"'^^^"^^  ^"  '^'^^""^  "-^^^"^ 

Survey  --  Banking,  10  UALR  L.J   543 

Goldner,  A  Call  for  Reform  of  Arkansas  Municipal  Law,  15  UALR  L.J.  175. 
CASE  NOTES 

ANALYSIS 

In  General . 

Administration  of  Justice. 

Administrative  Rules  and  Regulations. 

Amendment . 

Classification. 

--Defined. 

--Invalid. 

--Population. 

--Salaries  and  Fees. 

--School  Districts. 

--Taxation. 

--Rational  Basis  Test. 

--Valid. 
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PopulaCion. 
Salaries    and    rees. 
•School   Districts. 
•Taxation. 

litiative   and  Referendum, 
peal . 
;hool   Finance  Act. 


al  iSk  .o  .J.^......  ..a  pr.ct.0.1  °P"'5-»  "^^r.S".  >  "   M 

ELi;/.:p"»«rr^.^:-:^s^=^^r^;.4^rJr:^r  ":r  .^o^^ 

rk   967   349  S.W.2d  814  (1961);  City  of  Little  Rock  v.  Waters,  303  Ark.  363, 


jTk.    967, 

'97    S.W.2d    426     (1990) 


len.r.l  As.e^ly  .na  not   on  mnioip.l   corporation,   ot   th.   .t.f.    Book.r  v.    ci   y 


(1984) 


This  amendment  prohibits  th.  general  assembly  from  P-""^  local  or  special 
,cJ  L  act  IS  special  if  by  some  inherent  limitation  it  arbitrarily  separates 

the  state  less  than  the  whole.  Board  of  Trustees  v.  City  of  Little  Rock. 
Ark   585   750  S.W.2d  950  (1988). 

An  let  IS  -speciar'  if  by  some  inherent  limitation  or  classification  it 

rb^rarily  separates  some  person,  place,  or  thing  from  those  ^P- J^-^' ^f 
for  such  separation,  it  would  operate,  and  the  legislation  is  ' ^°"1  ^^  ^ 
appUes  to  any  division  or  subdivision  of  the  state  less  than  the  whole.  Ow< 
nalrnn   296  Ark   351,  757  S.W.2d  921  (1988). 
'^'si^ply  because  the  legislature  states  that  an  act  is  general  in  application, 
a  court  is  not  bound  by  that  statement,-  rather,  the  court  will  1°°'^  "^^« 
Operation  and  effect  of  the  legislation,  and  if  that  operation  *nd  effect  is 
necessarily  local,  then  the  act  is  local  regardless  of  its  form   If  the 

legHJaturl  is  to  decide  whether  an  act  is  local  or  special  legislation,  then 
:th!s  a:endment  serves  no  purpose,  and  it  might  oust  as  well  not  have  been 
■adonted   Owen  v   Dalton,  296  Ark.  351,  757  S.K.2d  921  (1988). 

r'°?hat-a Tatute  may  ultimately  affect  less  than  all  of  the  staters  territory 
Idoes  not  necessarily  render  it  local  or  special.  City  of  Little  Rock  v.  Waters, 
i  303  Ark.  363,  797  S.W.2d  426  (1990) . 


but 
it 
Owen 


ADMINISTRATION  OF  JUSTICE 

Statutes  establishing  ^. ^   .         *    ►  „„  =.„h  =,--.  neither 

amendment  since  they  relate  to  the  administration  of  justice  and  are  neither 


Statutes  establishing  or  abolishing  separate  courts  ^"_»°t_violative^of ^this 
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local  nor  special.  Sebastian  Bridge  Dist.  v.  Lynch,  200  Ark.  134,  138  S.W.2d  81 

C194C/ ;  Stuttgart  v.  Elms,  220  Aik..  722,  249  S.W.2Q  629  (1952);  Smaliey  v.  Fort 
Smith,  239  Ark.  39,  386  S.W.2d  944  (1965);  Littleton  v.  Blanton,  281  Ark.  395, 
665  S.W.2d  239  (1984)  . 

Act  setting  fees  of  clerk  of  court  and  the  official  reporter  of  the  Tenth 
Chancery  District  did  not  violate  this  amendment,  as  the  clerk  is  a  vital  part 
of  the  court  organization  and  the  court  stenographer  is  an  essential  officer. 
Sebastian  Bridge  Dist.  v.  Lynch,  200  Ark.  134,  138  S.W.2d  81  (1940). 

Act  authorizing  schedules  of  fees  for  justices  of  the  peace  in  counties 
having  population  between  10,275  and  10,290  violates  this  amendment  and  cannot 
be  valid  as  an  act  indispensable  to  the  administration  of  justice.  Wilson  v. 
State,  222  Ark.  452,  261  S.W.2d  257  (1953). 

Act  which  applied  to  only  one  of  the  five  circuit  judges  in  the  Sixth 
Judicial  Circuit  and  which  was  not  determined  to  be  essential  to  the 
administration  of  justice  clearly  violated  the  intent  of  this  section  and  was  an 
example  of  the  very  sort  of  legislation  that  this  amendment  was  designed  to 
prevent.  Beaumont  v.  Adkisson,  267  Ark.  511,  593  S.W.2d  11  (1980). 

Statutes  designed  to  meet  the  judicial  needs  of  an  area  on  a 
nondiscriminatory  basis  are  a  part  of  a  judicial  system  for  the  entire  state  and 
are  not  local  or  special  within  the  meaning  of  this  amendment,  even  though  such 
statutes  may  apply  only  to  individual  counties,  judicial  districts  or  divisions 
within  districts.  Littleton  v.  Blanton,  281  Ark.  395,  665  S.W.2d  239  (1984). 

ADMINISTRATIVE  RULES  AND  REGULATIONS . 

Rules  promulgated  by  Game  and  Fish  Commission  applying  to  portions  of  the 
state  less  than  the  whole  were  void  as  violative  of  constitutional  provision 
prohibiting  the  passage  of  local  laws,  and  statute  authorizing  such  regulations 
was  also  void.  Arkansas  Game  &  Fish  Comm'n  v.  Clark,  192  Ark.  840,  96  S.W.2d  699 
(1936)  . 

AMENDMENT. 

Legislature  cannot  amend  a  local  cct .  Benton  v.  Thompson,  187  Ark.  208,  58 
S.W.2d  924  (1933)  . 

An  act  which  amends  a  local  law  converting  it  into  a  general  law  is  not  a 
violation  of  this  amendment.  Hall  v.  Ragland,  276  Ark.  350,  635  S.W.2d  228 
(1982)  . 

CLASSIFICATION. 

Where  the  legislature  is  dealing  with  the  salaries  of  county  officers  under 
the  constitutional  directive  it  is  not  necessary  to  classify  the  counties  as  to 
population  or  in  any  other  manner  but  it  is  necessary  that  no  county  be 
excluded,  but  this  is  not  to  say  that  some  of  the  counties  may  not  be  excluded 
if  exclusion  is  based  on  a  proper  classification.  Inman  v.  Kelley,  229  Ark.  149, 
313  S.W.2d  796  (1958)  . 

Classification  among  geographical  or  political  subdivisions  is  permitted  if 
the  general  assembly  could  have  had  a  rational  basis  for  it,  and  the  fact  that 
the  classification  includes  only  one  city  does  not  necessarily  mean  that  it  is 
"local"  in  the  constitutional  sense.  Board  of  Trustees  v.  City  of  Little  Rock, 
295  Ark.  585,  750  S.K.2d  950  (1988). 

If  the  classifications  are  such  that  the  legislation  applies  only  to 
political  subdivisions  of  a  certain  population,  the  legislation  is  local  if 
relative  population  has  nothing  to  do  with  the  subject-matter  of  the  law.  Owen 
V.  Dalton,  296  Ark.  351,  757  S.W.2d  921  (1988)  . 

--DEFINED. 
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An  act  is  special  if  by  some  inherent  limitation  or  classification  it 
ari.i.tr£.r;..X>  separates  somt  person,  place,  or  tning  from  those  upon  wnich,  but 
for  such  separation,  it  should  operate,  and  the  legislation  is  local  if  it 
applies  to  any  division  or  subdivision  of  the  state  less  than  the  whole;  just 
because  a  statute  may  ultimately  affect  less  than  all  the  state's  territory  it 
does  not  necessarily  render  it  local  or  special.  Fayetteville  Sch.  Dist .  No.  1 
V.  State  Bd.  of  Educ . ,  313  Ark.  1,  852  S.W.2d  122  (1993). 

-  - INVALID . 

Exemption  of  counties  or  districts  having  stock  laws  from  the  provisions  of 
an  act  violated  this  amendment.  Jacks  v.  State,  219  Ark.  392,  242  S.W.2d  704 
(1951) . 

Act  creating  office  of  county  clerk  for  Franklin  County  under  the  authority 
of  Const.  Amend.  41  abolishing  population  requirement  violated  this  amendment. 
Huggins  v.  Wacaster,  223  Ark.  390,  266  S.W.2d  58  (1954). 

Act  providing  for  minimum  wages  to  be  paid  on  public  construction  projects 
according  to  standards  set  by  the  United  States  Secretary  of  Labor  for 
corresponding  classes  of  workers  on  projects  of  similar  character  in  the  area 
where  the  work  is  to  be  performed  is  unconstitutional  inasmuch  as  it  contains  no 
provisions  for  establishment  of  minimum  wage  rates  for  those  areas  in  which  the 
Secretary  of  Labor  has  made  no  determination  or  those  areas  in  which  the 
previous  determinations  have  become  obsolete  and  out-of-date  so  that  it 
discriminates  as  to  those  areas  and  there  is  no  formula  by  which  such  wage  rates 
may  be  determined,  making  the  act  local  or  special  in  its  effect.  Crowley  v. 
Thombrough,  226  Ark.  768,  294  S.K.2d  62  (1956). 

Act  violates  the  constitutional  mandate  against  local  legislation  by 
attempting  to  set  up  a  work  week  for  firemen  m  certain  city  of  state  based  on 
form  of  government  in  city  when  there  was  no  reasonable  relation  between  the 
classification  and  the  purpose  of  the  law.  Mankin  v.  Dean,  228  Ark.  752,  310 
S.W.2d  477  (1958) . 

The  Medical  Ouota  Act  whi'-h  allocated  patient-day  quotas  to  a  city  based  on 
population  and  also  to  the  county  leased  on  population  which  included  the 
population  of  the  city  was  in  violation  of  this  amendment.  Board  of  Trustees  v. 
Pulaski  County,  229  Ark.  37.0,  31E  S.W.2d  879  (1958). 

Act  which  will  affect  only  one  railroad  and  which  was  obviously  intended  to 
affect  only  one  railroad  which  was  seeking  to  and  had  abandoned  its  operation, 
was  unconstitutional.  Arkansas  Commerce  Comm'n  v.  Arkansas  i  Ozarks  Ry.,  235 
Ark.  89,  357  S.W.2d  295  (1962). 

Act  creating  the  Mammoth  Spring  Municipal  Court  violated  this  amendment  where 
the  differences  between  the  act  and  the  general  legislation  which  regulates  the 
creation  of  municipal  courts  in  Arkansas  bore  no  reasonable  relation  to  the  need 
of  Mammoth  Spring  for  a  municipal  court.  Lawson  v.  City  of  Mammoth  Spring  ex 
rel.  Smith,  28''  Ark.  12,  696  S.W.2d  712  (1985). 

Section  14-42-202,  as  amended,  concerning  the  election  of  governing  boards  of 
certain  cities,  violates  this  amendment  and  is  therefore  unconstitutional.  Owen 
V.  Dalton,  296  Ark.  351,  757  S.W.2d  921  (1988) . 

--POPULATION. 

Statute  providing  for  road  overseers  in  counties  which  have  or  may  hereafter 
have  a  population  of  not  less  than  18,300  nor  more  than  18,350  was  violative  of 
this  amendment.  State  ex  rel.  Burrow  v.  Jolly,  207  Ark.  515,  181  S.W.2d  479 
(1944)  . 

Act  providing  for  application  to  counties  of  less  than  6,000  population  by 
the  1950  census  is  unconstitutional  and  void  in  that  it  violates  this  amendment. 
Humphrey  v.  Thompson,  222  Ark.  884,  263  S.K.2d  716  (1954). 
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Act  providing  salary  for  deputy  sheriff  in  counties  having  a  population  of 
not  more  than  11,000  and  not  less  than  10,200  according  to  the  1950  census 
(Searcy  County)  was  a  special  act  in  violation  of  the  amendment.  Hensley  v. 
Holder,  228  Ar)c.  401,  307  S.W.2d  794  (1957). 

Act  purporting  to  fix  the  salary  of  the  assessor  in  Independence  County  is 
special  and  invalid  in  that  it  purports  to  create  a  classification  of  counties 
with  a  population  between  23,400  and  23,600.  Inman  v.  Kelley,  229  Ark.  149,  313 
S.W.2d  796  (1958) . 

Statute  providing  for  a  civil  service  commission  in  cities  having  a 
population  of  20,000  or  more  located  in  counties  with  a  population  of  100,000  or 
more  was  void  as  constituting  local  legislation.  Laman  v.  Harrill,  233  Ark.  967, 
349  S.W.2d  814  (1961)  . 

Amendment  which  provides  a  classification  for  municipal  court  clerks 
pertaining  to  eligibility  for  retirement  is  special  legislation  which  is 
prohibited  since  the  act  amended  applies  only  to  counties  with  populations 
exceeding  150,000,  and  thus  only  applies  to  Pulaski  County  where  the  defendant 
was  a  municipal  court  clerk,  and  since  the  classification  would  apply  only  to 
the  defendant  and  qualify  her  for  immediate  retirement.  Board  of  Trustees  v. 
Beard,  273  Ark.  423,  620  S.W.2d  295  (1981). 

Where  an  act  purported  to  grant  all  cities  with  a  city  manager  form  of 
government  and  population  of  over  100,000  the  power  to  directly  elect  their 
mayor,  but  only  one  city  actually  met  those  qualifications,  the  act  was  special 
legislation  which  was  unconstitutional  under  this  amendment.  Knoop  v.  City  of 
Little  Rock,  277  Ark.  13,  638  S.W.2d  670  (1982). 

An  act  declaring  that  run-offs  in  elections  for  mayors  of  cities  of  the  first 
class  having  mayor/council  form  of  government  would  only  apply  to  cities  having 
a  population  between  57,000  and  61,000  was  unconstitutional.  Ferguson  v.  Brick, 
279  Ark.  288,  652  S.K.2d  1  (1983) . 

Act  to  allow  a  city  of  the  first  class  but  of  limited  financial  means  and 
lacking  a  local  attorney  an  alternative  means  of  creating  a  municipal  court,  its 
population  classification  applying  only  to  a  county  of  not  less  than  26,500  nor 
more  than  28,000,  could  apply  to  only  one  county  and  violated  the  prohibition  of 
this  amendment.  Littleton  v.  Blanton,  281  Ark.  395,  665  S.W.2d  239  (1984). 

--SALARIES  AND  FEES. 

Act  purporting  to  relieve  county  collectors  short  in  their  settlement  for 
collection  in  1931  for  taxes  assessed  in  1930  where  action  was  already  pending 
in  the  circuit  court  and  the  collector  was  insolvent,  being  intended  to  apply  to 
a  single  county  where  such  an  action  was  pending,  was  unconstitutional  as 
violative  of  this  amendment.  State  ex  rel .  Attorney  Gen.  v.  Lee,  193  Ark.  270, 
99  S.K.2d  835  (1936)  . 

Local  act  with  reference  to  the  fees  of  officers  of  a  particular  county  was 
void.  State  to  use  and  benefit  of  Garland  County  v.  Jones,  193  Ark.  391,  100 
S.W.2d  249  (1937) . 

Statute  providing  commission  for  collection  of  special  improvement  district 
taxes  at  the  same  rate  as  allowed  for  collection  of  general  taxes  and  fee  for 
certifying  tracts  of  delinquent  property  in  said  district  same  as  fee  for 
certifying  tracts  delinquent  for  general  taxes,  but  excluding  from  its 
application  collectors  receiving  a  salary,  was  violative  of  this  amendment. 
Conway  County  Bridge  Dist .  v.  Fullerton,  196  Ark.  413,  117  S.W.2d  1065  (1938). 

--SCHOOL  DISTRICTS. 

An  act  which  applied  only  to  any  portion  of  a  school  district  completely 
separated  from  the  rest  of  the  district  by  a  reservoir,  whose  pupils  have  to 
travel  more  than  twenty  miles  through  another  district  to  reach  the  school  in 
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their  own  district,  and  whose  pupils  were  not  on  January  l,  1964,  attending 
school  in  tne  district  where  they  belong,  is  an  unconstitutional  violation  of 
this  amendment.  Thomas  v.  Foust,  245  Ark.  948,  435  S.W.2d  793  (1969) . 

Act  which  provided  for  the  annual  remission  of  a  portion  of  the  excess 
collector  fees  to  school  districts  in  counties  having  a  population  of  not  less 
than  78,000  and  not  more  than  84,000  effectively  applied  to  only  one  county 
which  fell  within  that  population  range,  and  therefore  was  iinconstitutional . 
Special  School  Dist.  v.  Sebastian  County,  277  Ark.  326,  641  S.w.2d  702  (1982). 

--TAXATION. 

Act  authorizing  county  court  of  Pulaski  County  to  apportion  annual  three  mill 
road  tax  to  cities  and  towns  within  the  county  was  unconstitutional  as  special 
legislation.  City  of  Little  Rock  v.  Campbell,  223  Ark.  746,  268  S.W.2d  386 
(1954)  . 

Act  which  relieves  domestic  corporations  doing  business  entirely  without  the 
State  of  Arkansas  from  the  payment  of  any  income  tax  to  the  state,  when  read  in 
connection  with  the  General  Income  Tax  Act  of  1929,  which  imposes  an  income  tax 
upon  a  domestic  corporation  doing  business  both  within  and  without  the  state  on 
income  derived  from  sources  outside  Arkansas,  is  unconstitutional.  Cheney  v. 
Stephens,  Inc.,  231  Ark.  541,  330  S.W.2d  949  {I960). 

--RATIONAL  BASIS  TEST. 

Since,  whether  an  act  is  special  depends  upon  whether,  by  force  of  an 
inherent  limitation,  it  arbitrarily  separates  some  person,  place  or  thing  from 
those  upon  which  but  for  such  separation  it  would  operate,  and  since  a 
determination  of  the  arbitrary  nature  of  an  act  is  precisely  the  goal  of  the 
rational  basis  test,  such  test  is  applicable  to  any  analysis  under  this 
amendment.  Streight  v.  Ragland,  280  Ark.  206,  655  S.w.2d  459  (1963);  Littleton 
V.  Blanton,  281  Ark.  395,  665  S.W.2d  239  (1984). 

Section  23-110-406,  governing  redemption  of  horse  racing  tickets,  does  not 
violate  this  amendment  because  there  is  a  rational  basis  for  the  distinction 
between  the  shorter  180  day  limitation  period  established  under  section 
23-110-406  and  the  longer  limitation  periods  established  under  other  Arkansas 
statutes.  Mahurm  v.  Oaklawn  Jockey  Club,  299  Ark.  13,  77i  S.W.2d  19  (1989)  . 

--VALID. 

Statute  allowing  incorporated  towns,  irrespective  of  size  and  population,  to 
become  cities  of  the  second  class  by  passing  an  ordinance  to  submit  such 
question  to  the  citizens  was  not  contrary  to  this  amendment.  Gross  v.  Homard, 
201  Ark.  391,  144  S.W.2d  705  (1940). 

Act  appropriating  expense  money  for  certain  officials  for  use  in  public 
relations  work  was  not  invalid  as  special  legislation  because  it  omitted  the 
Governor  from  the  executive  department  officials  covered.  Berry  v.  Gordon,  237 
Ark.  547,  376  S.W.2d  279  (1964) . 

Act  which  applies  to  all  cities  of  a  certain  classification  is  not  invalid  as 
local  or  special  legislation  as  it  is  prospective  m  nature,  since  it  includes 
any  other  city  in  the  future  that  comes  within  the  classification.  Whittaker  v. 
Carter,  238  Ark.  1074,  386  S.W.2d  498  (1965). 

Statute  which  is  a  reasonable  classification  and  relates  to  administration  of 
justice  does  not  violate  this  amendment.  Smalley  v.  City  of  Fort  Smith,  239  Ark. 
39,  386  S.W.2d  944  (1965)  . 

The  emergency  clause  to  an  act  did  not  violate  this  prohibition  against 
special  and  local  acts  despite  its  specific  reference  to  Garland  County.  Spa 
Kennel  Club,  Inc.  v.  Dunaway,  241  Ark.  51,  406  S.W.2d  128  (1966). 

Act  barring  actions  against  those  furnishing  design  or  construction  for 
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improvements  to  real  property  for  injury  or  death  from  faulty  design  or 
construction  of  such  improvements  after  four  years  is  not  a  special  law  in 
violation  of  this  amendment  because  limited  to  those  furnishing  design  or 
construction  for  such  improvements.  Carter  v.  Hartenstein,  248  Ark.  1172,  455 
S.W.2d  918  (1970),  appeal  dismissed,  401  U.S.  901,  91  S.  Ct .  868,  27  L.  Ed.  2d 
800  (1971) . 

A  Sunday  closing  law  which  exempts  cities  or  towns  adjacent  to  towns  or 
cities  in  adjoining  states  which  permit  Sunday  sales  of  items  whose  Sunday  sale 
is  prohibited  under  such  act  is  not  local  legislation  in  violation  of  this 
amendment,  as  such  classification  bears  a  reasonable  relationship  to  the  purpose 
of  the  act.  Lockwood  v.  State,  249  Ark.  941,  462  S.W.2d  465  (1971). 

--POPULATION. 

Act  providing  for  formation  of  suburban  improvement  districts  in  counties 
which  have  or  may  thereafter  have  cities  of  5,000  population  was  a  general  and 
not  a  special  act.  Murphy  v.  Cook,  202  Ark.  1069,  155  S.W.2d  330  (1941) . 

Act  providing  that  in  cities  of  the  first  class  which  have  the  mayor-council 
form  of  government,  and  which  now  or  hereafter  have  a  population  of  more  than 
50,000,  the  city  officials  shall  be  elected  for  four-year  terms,  with  elections 
to  be  held  m  the  even-numbered  years,  does  not  violate  this  amendment.  Lovell 
V.  Democratic  Central  Comm . ,  230  Ark.  811,  327  S.W.2d  387  (1959). 

--SALARIES  AND  FEES. 

Statute  fixing  compensation  of  county  judges  who  were  ex  officio  road 
commissioners  providing  that  in  three  counties  the  compensation  fixed  as  salary 
shall  also  cover  the  expenses  of  the  office  whereas  in  the  other  counties  the 
several  quorum  courts  may  make  appropriation  for  such  expenses  was  not  a  local 
or  special  act  in  violation  of  this  amendment.  Lawhorn  v.  Johnson,  196  Ark.  991, 
120  S.W.2d  720  (1938)  . 

Acts  fixing  the  salary-  of  the  treasurer,  sheriff,  county  clerk,  and  county 
judge  were  held  to  be  general  and  not  to  offend  against  this  amendment.  Inman  v. 
Kelley,  229  Ark.  149,  313  S.K.2d  796  (1958). 

Act  fixing  the  salaries  of  the  tax  collectors  in  each  of  16  counties  in  the 
state  where  that  office  is  separated  from  the  sheriff's  office  is  not  a  special 
or  local  law  violating  the  constitution  because  it  does  not  apply  to  all 
counties  in  the  state  but  is  general,  as  a  classification  contained  therein  is 
not  an  arbitrary  but  a  reasonable  one.  Inman  v.  Kelley,  229  Ark.  149,  313  S.W.2d 
796  (1958) . 

Act  fixing  the  assessor's  salary  was  valid  in  that  it  not  only  included  all 
the  counties  in  the  state  but  it  also  set  forth  classifications  based  on 
population  which  appeared  to  be  reasonable  and  certainly  not  arbitrary  in  fixing 
the  salaries.  Inman  v.  Kelley,  229  Ark.  149,  313  S.w.2d  796  (1958). 

--SCHOOL  DISTRICTS. 

Act  which  was  prospective  in  nature,  where  eight  or  nine  school  districts  in 
the  state  fell  within  its  ambit  and  where  the  classifications  of  the  act  bore  a 
reasonable  relationship  to  the  purposes  of  the  act  to  reduce  the  transportation 
costs  and  the  extensive  and  dangerous  travel  by  school  children,  was  not  local 
in  application  and  did  not  violate  this  amendment.  Heber  Springs  School  Dist .  v. 
West  Side  School  Dist.,  269  Ark.  148,  599  S.W.2d  371  (1980). 

Act  is  not  unconstitutional  as  local  or  special  legislation  since  the 
classification  bears  a  reasonable  relationship  to  the  purpose  of  the  act  to 
insure  a  broad-based  representation  on  school  boards  in  school  districts  with  a 
large  daily  attendance.  Phillips  v.  Giddings ,  278  Ark.  368,  646  S.W.2d  1  (1983). 
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--TAXATION. 

All  aii  va.j.uj.ciu   Lax  it  on  propertN'  tnat  may  oe  founa  m  tne  state.  It  is 
immaterial  that  the  property  may  not  be  moved  on  any  regular  route  or  schedule. 
There  is  nothing  in  the  Constitution  of  the  United  States  or  its  laws  which 
prevents  a  state  from  taxing  personal  property  employed  in  interstate  or  foreign 
commerce  like  other  personal  property  within  its  jurisdiction.  Arco  Auto 
Carriers,  Inc.  v.  State,  232  Ark.  77S,  341  S.K.2d  15  (1960),  appeal  dismissed, 
cert,  denied,  365  U.S.  770,  61  S.  Ct .  912,  6  L.  Ed.  2d  189  (1961). 

Tax  legislation  exempting  retirement  income  of  government  employees  is  not 
special  legislation  for  it  is  not  arbitrary;  the  tax  exemption  acts  are  not 
special  acts  as  that  term  has  been  defined  since  it  is  not  enough  that  the  state 
has  separated  some  class  from  the  operation  of  a  law,  but  the  separation  must  be 
arbitrary.  Streight  v.  Ragland,  280  Ark.  206,  655  S.W.2d  459  (1983) . 

The  exclusions  outlined  in  S    26-74-319  prevent  duplicate  taxation  in  those 
counties  that  have  imposed  both  the  sales  and  use  tax  envisioned  by  prior 
legislation,  and  such  an  exclusion  is  neither  arbitrary  nor  unreasonable.  City 
of  Little  Rock  v.  Waters,  303  Ark.  363,  797  S.K.2d  426  (1990). 

INITIATIVE  AND  REFERENDUM. 

Act  fixing  salaries  of  county  officers  can  be  initiated  and  adopted  by  county 
electors  under  Initiative  and  Referendum  Amendment  and  it  would  not  be  in 
conflict  with  the  general  law.  Tindall  v.  Searan,  192  Ark.  173,  90  S.W.2d  476 
(1936)  . 

REPEAL. 

Act  which  repealed  special  acts  recpjiring  railroad  company  to  erect  and 
maintain  a  viaduct  over  certain  tracks  in  City  of  Texarkana  was  not 
unconstitutional  as  violative  of  this  amendment.  Greer  v.  Cit>'  of  Texarkana,  201 
Ark.  1041,  147  S.K.2C  1004  (1941;. 

Act  amending  statute  fixing  salaries  of  county  judges  was  held  not  to  repeal 
initiated  act  of  a  cert  =  -'n  county  by  which  judge's  salary  was  fixed  at  a  lower 
figure.  Warfield  v.  Chotard,  ;^02  Ark.  837,  153  S.K.2d  168  (1941). 

The  repeal  of  onl\-  part  of  a  local  or  special  act  is  permissible.  Groggin  v. 
Ratchford,  217  Ark.  18.,  229  S.W.2d  13C  (1950). 

SCHOOL  FINANCE  ACT. 

The  School  Finance  Act  of  1984,  as  amended,  is  general  legislation  and  not 
special  or  local  legislation  because  it  bears  a  reasonable  relationship  to  the 
purpose  of  the  law.  Fayetteville  Sch.  Dist .  No.  1  v.  State  Bd.  of  Educ . ,  313 
Ark.  1,  852  S.W.2d  122  (1993). 

CITED;  Terry  v.  Thcrntor.,  20"  Ark.  1019,  163  S.K.2d  787  (1944);  Meador  v. 
Warrington,  228  Ark.  297,  30''  S.K.2d  75  (1957);  Henry  v.  Tarpley,  230  Ark.  722, 
324  S.W.2d  503  (1959);  Hackler  V.  Baker,  233  Ark.  690,  346  S.W.2d  677  (1961); 
Vance  v.  Johnson,  238  Ark.  1009,  386  S.W.2d  240  (1965);  Federal  Express  Corp.  v. 
Skelton,  265  Ark.  187,  578  S.K.2d  1  (1979);  Gay  v.  Rabon,  280  Ark.  5,  652  S.W.2d 
836  (1983);  Taylor  v.  Patterson,  263  Ark.  11,  670  S.K.2d  444  (1984);  Pope  County 
V.  Streett,  284  Ark.  416,  662  S.W.2d  749  (1985);  Magruder  v.  Arkansas  Game  & 
Fish  Comm'n,  293  Ark.  39,  732  S.W.2d  849  (1987);  UHS  of  Ark.,  Inc.  v.  City  of 
Sherwood,  296  Ark   97.  "'52  S.W.2d  36  (1986i;  State  ex  rel .  Robinson  v.  Craighead 
County  Bd   of  Election  Comn-'rs,  300  Ark.  405,  77?  s.K.2d  169  (1989);  Paragould 
Cablevision,  Inc.  v.  City  of  Paragould,  305  Ark.  470,  809  S.K.2d  688  (1991). 

NOTES  APPLICABLE  TO  EN'TIRE  TITLE 
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PUBLISHER'S  NOTES.  Amendments  to  the  Constitution  have  been  inconsistently 
numJaered  uotii  as  proposea  ana  as  compiiea  in  previous  digests  and  compilations. 
This  volume  uses  the  numbers  assigned  by  the  Secretary  of  State  in  1932  and  used 
in  Pope's  Digest  of  1937,  which  omitted  certain  prior  amendments  which  were 
deemed  superseded  by  later  amendments . 
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The  DEPARTMENT  OF  BANKING  AND  CONSUMER  FINANCE  OF  the  STATE  OF  MISSISSIPPL  et 

al.,  Plaintiffs-Appellees,  v.  Roben  L.  CLARKE,  Comptroller  of  the  Currency  of  the  United  Slates  and 

Deposit  Guaranty  National  Bank,  Defendants-Appellants 

No.  85-4722 

UNITED  STATES  COURT  OF  APPEALS  FOR  THE  FIFTH  CIRCUIT 

809  F.2d  266;  1987  U.S.  App.  LEXIS  1939 


Febniary  9,  1987 


PRIOR  HISTORY; 

[••I]   Appeal  from  the  United  States  District  Coun  for 

the  Southern  Disinct  of  Mississippi. 

COUNSEL:  (For  Controller  Of  The  Currency),  Dan  M 
McDaniel.  Jr..  AUSA,  Anthony  J.  Steinmeyer,  Appellate 
Staff,  John  F.  Daly,  (For  Deposit  Guaranty  Bank). 
Lawrence  J.  Franck,  Luther  T.  Munford,  for  Appellants. 

(For  Dept.  Of  Banking  et  al),  Stephen  J  Kirchmayr, 
Jr.,  Roben  M.  Arentson,  Jr..  Hubbard  T.  Saunders, 
Champ  Temey,  (For  Merchants  Bank).  G.E.  Estes,  Jr., 
(For  Hancock  Bank.  Et  AL).  John  M.  Harral,  Knox 
White,  (For  Gulf  Natl  Bk.).  W.  Joel  Blass.  for 
Appellees. 

JUDGES;  Politz.  Randall,  and  Jolly.  Circuit  Judges. 

OPINIONBY;  POLITZ 

OPINION:  [•267]   POLITZ.  Circuit  Judge 

This  appeal  by  the  Comptroller  of  the  Currency  of 
the  United  States  and  Deposit  Guaranty  National  Bank 
of  Jackson.  Mississippi,  from  a  judgment  enioining  the 
Comptroller  and  Deposit  Guaranty  from  establishing  a 
branch  office  in  Gulfpon.  Mississippi,  poses  a  sole  ques- 
tion; did  the  Comptroller  err  in  his  imerpreiation  of  the 
tenn  "State  bank'  as  found  in  12  U.S.C.  S  ■?6(h),  when 
be  granted  approval  of  Deposit  Guaranty's  application 
to  establish  the  branch''  The  district  court  concluded 
Am  \he  Comptroller  had  erred  617  F.  Supp  566.  Wc 
disagree  and  reverse. 

.    Background 

In  September  (••2)  1984  Deposit  Guaranty,  a  na- 
tional banking  corporation  chartered  under  the  laws  of 
the  United  States  with  its  principal  office  in  Jackson, 
Mississippi,  applied  to  the  Comptroller  for  permission 
to  open  a  branch  bank  in  Gulfpon.  Mississippi.  Gullpon 


is  more  than  100  miles  distant  from  Jackson.  During  the 
public  comment  period  following  the  publication  of  no- 
tice of  Deposit  Guaranty's  application,  the  Department 
[•268]  of  Banking  and  Consumer  Finance  of  the  Sute 
of  Mississippi  and  several  state-chartered  commercial 
banks  with  offices  in  or  near  Gulfport  protested.  On 
July  9,  1985,  the  Comptroller  rejected  the  protests  and 
granted  the  requested  approval.  The  Department  of 
Banking  promptly  filed  the  instant  action,  seeking  to 
enjoin  the  opening  of  the  Gulfport  branch.  Several  state 
commercial  banks  were  allowed  to  intervene.  After  re- 
viewing the  record  developed  before  the  Comptroller, 
the  district  court  granted  the  injunctive  relief.  Both  the 
Comptroller  and  Deposit  Guaranty  timely  appealed. 

Like  most  states,  the  State  of  Mississippi  has  his- 
torically recognized  and  chartered  two  kinds  of  finan- 
cial insiiiutions.  commercial  banks  and  savings  associ- 
ations The  commercial  banks  are  chartered  [••3]  un- 
der Miss  Code  Ann.  §  81-3-3  and  are  regulated  by 
the  Department  of  Banking  The  savings  associations 
are  chanered  under  Miss.  Code  Ann  §§  81-12-25  to 
81-12-43  and  are  under  the  authority  of  the  Mississippi 
Department  of  Savings  Associations,  Miss.  Code  Ann. 
§81-12-11  Originally  the  financial  activities  of  the  two 
institutions  differed  In  recent  years,  however,  because 
of  changes  in  slate  and  federal  law,  the  savings  asso- 
ciations have  become  highly  competitive  with  the  state 
banks  and  other  financial  institutions,  including  national 
banks 

The  traditional  powers  and  functions  of  a  bank,  con- 
stituting the  business  of  banking,  are  enumerated  m  the 
National  Bank  Act.  12  U.S.C.  §  24  (seventh): 

( 1 )  the  discounting  and  negotiating  of  promissory  notes, 
drafts,  bills  of  exchange,  and  other  evidence  of  debt; 

(2)  the  receiving  of  deposits; 

(3)  the  buying  and  selling  of  exchange,  coin  and  bullion; 

(4)  the  loaning  of  money  on  personal  sccunty;  and 
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C5)  the  issuing  and  circulatine  of  notes  under  ihe  National 
Banic  Act. 


As  is  noted  by  the  Comptroller  and  generally  acknowl- 
edged, items  (3)  and  (5)  are  of  little  relevance.  Hence, 
the  banking  busmess,  reduced  to  essentials,  involves 
[••4]  receiving  deposits,  making  commercial  loans,  and 
negotiating  checks  and  drafts. 

Starting  in  1980,  Mississippi's  statutes  and  regula- 
tions dramatically  changed,  conferring  traditional  bank- 
ing powers  upon  Mississippi  savings  associations  which 
are  now  authorized  to:  offer  negotiable  order  of  with- 
drawal (NOW)  accounts  and  interest-bearing  checking 
accounts.  Miss. Code  Ann.  §§  81-12-149,  81-12-151; 
receive  and  pay  interest  on  savings  deposits  and  other 
accounts.  Miss. Code  Ami.  §  81-12-49(d);  lend  and  in- 
vest funds.  Miss. Code  Ann.  §  81-12-49(p),  81-12-155, 
81-12-159;  service  loans  and  investments.  Miss. Code 
Ann.  §  81-12-49(n);  and  sell  money  orders  and  tra\- 
elers' checks.  Miss. Code  Ann.  §81-12-49(1).  Under 
what  is  sometimes  referred  to  as  the  "wild  card"  statute. 
Miss. Code  Ann.  §  81-12-49(r),  Mississippi  savings  as- 
sociations may  engage  in  an>'  activity  permitted  a  feder- 
ally chartered  savings  and  loan  association  in  that  state. 
And,  of  some  significance,  savings  associations  may 
now  use  the  appellation  "savings  bank,"  conirarv'  to  the 
former  law  reserving  the  title  "bank"  for  commercial 
banking  institutions.  Miss. Code  Ann.  §  81-3-3;  Miss. 
Savings  Rule  16.' 

Consistent  with  the  previous  sharp  (**5]  separation  of 
functions,  banks  and  savings  associations  were  accorded 
different  treatment.  One  difference  central  to  the  case 
at  bar  involves  branch  units.  A  savings  association  may 
open  branches  throughout  the  state.  Miss. Code  Ann. 
§  81-12-175,  whereas  the  state  commercial  banks,  since 
the  1986  amendments,  are  allowed  to  open  branches  only 
in  the  county  in  which  the  bank's  principal  office  is  lo- 
cated, or  within  a  100-mile  radius.  Miss. Code  Ann.  S 
81-7-7. 

The  Comptroller  is  responsible  for  the  supervision 
of  5,(XX)  national  banks  chanered  under  federal  law. 
Congress  has  empowered  the  Comptroller  to  make 
definitive  judgments  on  the  application  of  national  banks 
for  permission  to  relocate  or  to  open  branches,  12  U.S.  C. 
§§  30,  36.  The  federal  branching  provision,  commonly 
referred  to  [•269]  as  the  McFadden  Act,  permits  a  na- 
tional bank  to  open  branches  anywhere  that  a  state  bank 
may.  The  National  Bank  Act.  12  U.S.C.  S  36.  provides 
in  pertinent  pan ; 

(c)  A  national  banking  association  ma>.  wiih  the  ap- 


proval of  the  Comptroller  of  the  Currency,  establish  and 
operate  new  branches  ...  at  any  point  within  the  State 
in  which  said  association  is  situated,  if  such  establish- 
ment and  operation  are  at  the  [**6]  time  authorized  to 
Stale  banks  by  the  statute  law  of  the  State  in  question 
b\'  language  specifically  granting  such  authority  affir- 
matively and  not  merely  by  implication  or  recognition, 
and  subject  to  the  restrictions  as  to  location  imposed  by 
the  law  of  the  State  on  State  banks, 
(h)  The  words  "State  bank,"  "State  banks,"  "bank,"  or 
"banks,"  as  used  in  this  section,  shall  be  held  to  include 
trust  companies,  savings  banks,  or  other  such  corpora- 
tions or  institutions  carrying  on  the  banking  business 
under  the  authority  of  State  laws. 

In  his  consideration  of  the  application  of  Deposit 
Guaranty  for  permission  to  open  a  Gulfjport  branch,  the 
Comptroller  received  in  evidence  a  study  of  the  bank- 
ing industry  in  Mississippi  reflecting  that  savings  as- 
sociations offered  traditional  banking  services  such  as, 
inter  alia,  interest-bearing  checking  accounts,  commer- 
cial checking  accounts,  consumer  loans,  business  and 
construction  loans,  savings  deposits,  and  related  inci- 
dental services.  After  considering  the  evidence  pre- 
sented, applicable  federal  and  state  statutes  and  regu- 
lations, and  the  relevant  jurisprudence,  the  Comptroller 
determined  that  savings  associations  in  Mississippi  were 
engaged  in  [••7]  the  business  of  banking  and  were  "State 
banks"  within  the  meaning  of  12  U.S.C.  §  36(h).  The 
Comptroller  accordingly  concluded  that  "national  banks 
in  Mississippi  may,  thus,  branch  to  the  same  extent  as 
Mississippi  savings  associations,  i.e.,  statewide."  We 
are  charged  to  uphold  the  Comptroller's  determination 
if  we  find  it  to  be  a  "permissible  construction"  of  the 
National  Bank  Act.  See  Chevron  v.  Natural  Resources 
Defense  Council.  467  U.S.  837.  843.  104  S.  Ct.  2778. 
2781.  81  L.  Ed.  2d  694  (1984):  Texas  v.  Untied  States. 
756  F.2d  419  (5ihC\T.).cen.  denied,  474  US.  843.  106 
S.  Ct.  129.  SSL.  Ed.  2d  106  (1985).  In  reaching  his 
conclusion  the  Comptroller  applied  a  federal  definition 
of  banking,  eschewed  state-applied  labels,  and  looked 
primarily  to  the  function  of  the  institutions. 

Analysis 

The  threshold  issue  we  confront  is  whether  the 
Comptroller,  in  his  interpretation  and  application  of  a 
federal  statute,  in  this  case  12  U.S.C.  §  i6(h),  should 
look  to  state  or  federal  law  to  define  the  statute's  terms. 
We  conclude  and  hold  that  in  his  interpretation  of  12 
use.  §  i6{c)  and  (h)  the  Comptroller  may  seek  the 
guidance  of  helpful  state  law,  but  is  bound  [••8]  to  fol- 
low federal  law  in  defining  terms  contained  in  the  federal 
statute.  This  includes,  of  course,  the  terms  "State  bank" 
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and  'banking  business . " 

The  Supreme  Coun  s  reasoning  in  Ftrsi  Naiional  Bank 
of  Logan  V.  Wilker  Bank  and  Trust  Co..  385  U.S.  252. 
87 S.  a.  492.  17 L.  Ed.  2d  343  (1966).  illuminaies  our 
path.  The  Court  there  held  thai  naiional  banks  in  Utah 
were  constrained  to  establish  branches  in  the  same  man- 
ner as  slate  banks  in  that  state.  The  Court  opined  that 
"it  appears  clear  from  .  .  the  legislative  histor>'  of  § 
36(c)(1)  and  (2)  thai  Congress  intended  to  place  national 
and  state  banks  on  a  basis  of  competitive  equaliiy'  inso- 
far as  branch  banking  was  concerned."  385  U.S.  at  261. 
87  S.  Ci.  ai  497.  It  was  this  concern  for  competitive 
equality  that  drove  the  Court's  decision  in  First  National 
Bank  in  Plant  City-  v.  Dickinson.  396  U.S.  122.  90S.  Ct. 
337.  24  L.  Ed.  2d  312  (1969).  wherein  it  held  that  the 
definition  of  "branch"  in  12  U.S.C.  §  36  was  a  matter 
of  federal  law. 

In  Plant  City,  the  Court  emphasized  the  importance 
of  employing  a  federal  definition  to  ensure  that  national 
banks  would  be  [*270)  able  to  perform  the  same  branch- 
ing functions  as  neighboring  state  banks  [**9]  The 
Court  relied  on  the  legislative  hision  of  the  McFadden 
Act,  codified  as  12  U.S.C  §  36.  reasoning  thai  to  allow 
the  states  to  regulate  banking  functions  "would  make 
them  the  sole  judges  of  their  own  powers  Congress  did 
not  intend  such  an  improbable  result  .  "  396  U.S. 
at  133-34.  90  S.  Ct.  at  343  The  court  cued  legislative 
historj'  demonstrating  that  Congress  was  concerned  thai 
"neither  system  have  advantages  over  the  oihcr  in  ihc 
use  of  branch  banxing"  and  thai  national  banks  would 
be  protected  "from  the  unrestricted  branch  bank  compe- 
tition of  state  banks  "  Id.  at  131.  90  S.  Ct  at  342. 
nl 


nl  In  other  areas  tradiiionalh  regulated  by  state 
law.  the  Supreme  Coun  has  applied  federal  defini- 
tions 10  federal  statutory  terms  even  when  the  federal 
statute  contains  references  to  state  law  provisions 
See  Chase  Manhattan  Bank  v  C/:\  Finance  Admin.. 
440  U.S.  447.  99  .<:  O.  1201.  59  L  Ed  2d  445 
(1979)  (definition  of  "tax"  under  federal  siaiuic  go\  ■ 
eming  state  taxation  is  a  question  of  federal  law): 
SEC  V.  \bnahle  Annuir\  Life  Insurance  Co..  359 
U.S.  65.  79  S  Ci  618.  3  L.  Ed.  2d  640  (1959) 
(deriniiions  of  "insurance"  and  "annuities"  for  pur- 
poses of  federal  regulation  are  questions  of  federal 
law  even  if  such  definitions  work  to  displace  or  hin- 
der state  regulation) 

[••10] 

The  principle   of  compeiiiive  equality   guided   the 
Comptroller's  analysis  and  informed  his  decision  in  the 


present  case.  He  observed  that  "the  concept  of  competi- 
tive equality  requires  a  federal  definition  of  State  bank' 
to  prevent  states  from  disadvantaging  national  banks  vis- 
a-vis siate-chanered  institutions  by  merely  denominatmg 
these  institutions  'banks'  and  treating  them  somewhat 
differently  from  state  commercial  banks,  though  not  so 
differently  as  to  prevent  these  institutions  from  compet- 
ing with  national  banks." 

We  conclude  that  the  Comptroller's  use  of  federal  law 
and  the  competitive  equality  standard  was  legally  cor- 
rect. By  doing  so  the  Comptroller  was  faithful  to  the 
congressional  mandate  and  demonstrated  considerable 
expertise  in  balancing  national  and  state  interests  in  this 
constantly  evolving  area 

Function  versus  Title 

Having  concluded  that  the  federal  definition  of  bank- 
ing business  controls  the  meaning  of  that  term  in  §  36(h), 
we  must  now  determine  whether  the  Comptroller  cor- 
rectly placed  the  Mississippi  savings  associations  within 
that  subsection  The  Comptroller  looked  to  function  and 
found  as  a  fact  that  the  savings  associations  were  engaged 
in  the  banking  [••11]  business  The  distnct  court  did 
not  address  those  factual  findings. 

We  agree  with  the  Comptroller  that  the  language 
of  §  36(h)  expressly  requires  a  consideration  of  func- 
tion. The  statute  directs  that  the  term  "State  bank," 
as  used  therein,  "shall  be  held  to  include  .  .  .  cor- 
porations or  institutions  carrying  on  the  banking  busi- 
ness under  the  authorii\  of  state  laws  '  We  hold  that 
ihe  Comptroller  was  statutorily  mandated  to  detertmne 
whether  the  Mississippi  savings  associations,  some  of 
which  publich  refer  to  themselves  as  "savings  banks," 
were  actuall>  "carrving  on  the  banking  business."  This 
task  could  only  be  accomplished  by  a  targeted  functional 
analysis  The  ven-  recent  Supreme  Court  decision  in 
Clarke  i  Securities  Industry  Association.  479  US  388. 
107  S.  Ct  750.  93  L.  Ed.  2d  757.  55  U.S.L.W.  4111 
(19S7).  implicith  suppons  the  Comptroller's  use  of  this 
functional  analysis  methodology.  n2 

n2  Our  colleagues  in  the  Distnct  of  Columbia 
Circuit  used  this  approach  in  defining  "branch" 
in  Independent  Bankers  Association  of  America  v. 
Smith.  175  US.  App  DC  184.  534  F.2d  921 
(DC  Cir).  ccn  denied.  429  U.S.  862.  97  S.  Ci. 
166.  50  L  Ed  2d  141  (1976)  There,  the  coun 
determined  thai  all  bank  offices,  state  or  national, 
thai  perform  any  one  of  three  branch  banking  ser- 
vices, arc  "branches"  for  purposes  of  the  National 
Bank  Act.  regardless  of  the  offices'  actual  labels. 
Thus,  for  example,  automatic  teller  machines  con- 
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stitute  "branches"  for  purposes  of  the  Act. 

I"12J 

As  noted  above.  Congress  has  defined  the  business  of 
banking,  stripped  to  its  essentials,  as  accepting  deposits, 
paying  checks,  and  making  loans.  As  observed  by  the 
Comptroller,  these  three  primary  functions  ['ITl]  are 
listed  in  the  National  Bank  Act's  defmition  of  branch  in 
12  U.S. C.  §56(0.  n3 

n3  The  Supreme  Court  has  deflned  "banking  busi- 
ness" similarly  in  antitrust  cases.  In  United  Slates 
V.  Philadelphia  National  Bank.  374  U.S.  321.  83  S. 
a.  1715,  lOL.  Ed.  2d  915  (1963).  the  Coun  slated 
that  of  the  various  banking  services  and  products. 

the  creation  of  additional  money  and  credit,  the  man- 
agement of  the  checking  account  system,  and  the  fur- 
nishing of  short-term  business  loans  would  appear  to 
be  the  most  important. 


374  U.S.  at  326-27.  83  S.  Ci.  at  1721.  The  Coun 
has  repeated  this  delineation  of  bankmg  functions  in 
subsequent  antitrust  cases,  see,  e.g..  United  States 
V.  Phillipsburg  National  Bank.  399  U.S.  350.  90  S. 
Ct.  2035.  26  L.  Ed.  2d  658  {1970):  United  States  v. 
First  National  Bank.  376  U.S.  665.  84  S.  Cr.  1033. 
12  L.  Ed.  2d  1  (1964). 

As  a  reviewing  court,  we  must  accept  the 
Comptroller's  factual  findings  unless  we  find  that  they 
are  arbitrary  or  capricious.  5  U.S.C.  l'*I3]  §  706.  Our 
determination  must  be  made  on  the  basis  of  the  admin- 
istrative record.  Camp  ».  Pitts.  411  U.S.  138.  93  S.  Ct. 
1241.  36  L.  Ed.  2d  106  (1973). 

The  Comptroller's  factual  determination  thai  the  sav- 
ings associations  are  engaged  in  the  banking  business 
is  amply  supported  by  the  record.  These  associations, 
consistent  with  state  law.  accept  deposits,  pay  interest  on 
accounts,  offer  checking  accounts,  act  in  a  fiduciary  ca- 
pacity, make  personal  loans,  sell  money  orders  and  trav- 


elers' checks,  .service  loans,  manaee  investments,  honor 
withdrawals  trom  savings  accounts,  and  purchase,  sell, 
lease,  and  mongage  both  personal  and  real  propenies. 
This  factual  finding  by  the  Comptroller  is  neither  arbi- 
trary nor  capricious.  It  is  patently  correct. 

In  reaching  our  conclusion  we  are  not  unmindful  of 
the  Gam-Si.  Germain  Act,  adopted  in  1982,  12  U.S.C. 
§  1461  et  seq. ,  expanding  the  regulatory  scheme  for  sav- 
ings and  loan  associations.  That  regulatory  scheme,  in- 
tended to  ensure  that  savings  and  loan  institutions  main- 
tain their  status  "as  the  nation's  primary  home  lender,' 
S.Rep.  No.  641,  97th  Cong.2d  Sess.  88,  reprinted  in 
1982  U.S.  Code  Cong.  &  Ad.  News  3054.  3131.  dif- 
fers from  the  [''H]  regulation  of  the  traditional  bank. 
The  principal  difference  involves  the  limits  placed  on  the 
commercial  and  consumer  loans  and  investments  of  the 
savings  institutions,  designed  to  protect  their  capacity  to 
make  needed  home  loans.  That  legislation  neither  pro- 
scribes the  functional  analysis  made  by  the  Comptroller 
nor  militates  against  his  interpretation  of  12  U.S.  C.  §  36 
(h). 

The  Comptroller  did  not  incorrectly  interpret  the  con- 
trolling statutory  provisions.  His  interpretation  was 
more  than  a  mere  "permissible  construction,"  all  that 
is  required  in  order  to  secure  this  court's  deference.  See 
Chevron  \.  Natural  Resources  Defense  Council;  United 
States  V.  Riverside Bayviev,' Homes,  Inc.,  474  U.S.  121, 
106  S.  Ct.  455.  88  L.  Ed.  2d  419  (1985):  and  Texas 
v.  United  States.  We  find  the  Comptroller's  interpreta- 
tion 10  be  amply  supported  by  the  express  "language  em- 
ployed by  Congress. "  giving  the  words  it  chose  their  "or- 
dinary'meaning."  ,4mencan  Tbfcacco  Co.  V.  Patterson, 
456  U.S.  63.  68.  102  S.  Ct.  1534,  1537.  71  L.  Ed.  2d 
748  (1982). 

The  district  court  erred  in  enjoining  the  Comptroller 
and  Deposit  Guaranty.  The  injunction  imposed  is  va- 
cated and  the  judgment  is  reversed.  The  Comptroller 
[••15]  is  entitled  to  judgment  as  a  matter  of  law.  The 
matter  is  returned  to  the  district  court  for  entry  of  an 
appropriate  judgment. 

REVERSED. 
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69 

1  regard  to  calling  the  special  session"? 

2  A      Well,  I  don't  know  that  we  ever  had  any 

3  written  conditions,  you  know.    I  think  he  certainly 

4  verbalized  that  to  us  along  those  terms  that  I've 

5  just  enumerated  that  would  certainly  give  us  reason 

6  to  where  we  had  to  be  with  the  votes  and  the 

7  support. 

8  Q      Was  it  your  impression  that  as  of  the 

9  beginning  of  the  summer  of  1988  in  the  June  time 

10  period,  you  had  demonstrated  the  type  of  support  for 

1 1  this  legislation  that  the  Governor  had  requested  as  a 

12  necessary  condition  to  calling  the  special  session? 

13  A      It's  my  opinion  that  we  had,  yes,  sir. 

14  Q      Okay.   And  the  bank  commissioner  supported 

15  your  proposal  for  a  special  session? 

16  A      Yes,  sir,  he  did. 

17  Q      What  about  Sam  Bratton,  did  he  seem  to  be 

18  supportive  of  your  desire  for  a  special  session? 

19  A      It's  my  impression  as  time  moved  along  that 

20  Sam  Bratton  did  become  more  supportive  of  the  special 

21  session. 

22  Q      What  about  Betsy  Wright? 


1  A      It's  my  impression  that  she  was  not  as 

2  supportive  of  the  Governor  calling  a  special 

3  session. 

4  Q      Why  do  you  think  Betsy  Wright  was  not 

5  supportive? 

6  A      I  think  she  was  concerned  from  the 

7  viewpoint  of  the  possibility  that  the  Governor  would 

8  call  a  special  session,  the  bankers  would  get  into  a 

9  squabble  or  some  would  try  to  amend  the  legislation 

10  and  they'd  be  down  there  for  an  extended  period  of 

1 1  time. 

12  And  honestly  in  our  statement,  the  public 

13  does  not  respond  well  to  those  kinds  of  things. 

14  They're  not  very  responsive  to  the  special  sessions, 

15  and  they're  certainly  not  responsive  to  legislation 

16  or  staying  there  for  an  extended  period  of  time.    So 

17  I  would  base  ~  my  knowledge  of  the  situation  was 

18  that  it  would  have  been  a  concern  of  hers. 

19  Q      And  what  about  the  Governor,  he  remained 

20  hesitant,  I  take  it? 

21  A      The  think  the  Governor  remained  hesitant 

22  until  close  to  the  time  that  he  called  the  session 
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Both  Tetry\Renaud  and  Charlotte  ".av  ;alled  rae  todav  to  'ask/ whether 
would  include  interstate  bankin^  in  the  call.    I  told  fhenj'  that  I  knev 
It  was  on  the  list  of  things  you  haj  been  asked  to  coKsidtr.   I  told 
both  that\aiy  , personal  opinion  •■».is  tiat  it  was  an  i  s  s^  e  moxe 
appropriate  for  a  regular  session  than  a  special  session,'  but  that  I 
did  not  knoy  v\al     your  thinking  abo.;[  it  was.     -^         \ 


">   would  be  able  ta  a'ttach  anendments  on  a  brSTTcTi  Banking  issue  recently 

k  under^cove  r^ejt-  in  a  court  decision.  I  told  hio  that  if  any  banking  bill 

were  "on  TfTe  call,  that  all  banking  legislation  or  aoendnents  would 

probably  be  geraaine. 


3\ 
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With  regard  l-,    Rt^naud's  asser:: 
Lo  act  'Vr  dhc  pe'ic ;  r, 
of  the  Gtnera!  \ssenDly 
Ford  IS  right,  oui  I  do  r.tlievt  that  "^   .:  is  sinct-re  /r,  te/lling  you 
that  he  bel\ev"ks  the  (."um;.i  r  j  l  ".e  r  will  .-!  -t  -..iCh  m.>><;  expedt  t  i  ous  ly  . 
I  am  a)so  unc6o  v  iv.  cco  r.y  Renaud'hi  jsse-'.  i  ■)n>--^'hat  ;  :"  the  'orn^  t  rol  1  er 
approves  the  app  I~i  cat  uins ,  the  bank  Cor-issi  met  jr  some  other  party 
'^,  could  seek  to  en;oin  the  Comptroller.   .ertainly  such  action  could 
be  filed;  however,  once  those  app 1 icat i.ms  jrc  appioved,  1  don't 
be\ieve  there  is  much  likelihood  that  a  subsequent  change  in  state 
law  would  result  in  the  cancellation  or  recision  of  the  charters. 

I  do  agrieti  with  Renaud  that  most  oi  the  provisions  in  Mie  proposed 


)iil,  imcludinq  interstate,  will  pasr.  ir  January;  however,  by  that 
point  inltrastate  branch  banking,  under  the  Mississippi  exOi^ption, 
may  wt- 1  li  b^  in  plac.-. 


Rendu.1  -Jwy  well  '.le     righl  that  Si.1,  [noponen;  s  would  try  jiul  get  stall 
deposits  into  the  lieljjto;  howevei,  given  the  state  ol  the  SiL 
industry  in  Arkansas,  I  believe  '..he  S&L  proponents  have  less  chance 
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on      Ihal.       :SS.It=      '.  '  j^^\  .']  c  y 

unaole    L--    nusjfc;     -sjiticion 


I    ao   agvee    en 

leg  IS  Id'cors 

will    h/ave    .^bectc-r    sense    of    th 

numbe^    of / 1  eg  is laiors . 


lth    iliev    were 


Paragrapfi    -     -.ssuc    - 
state  \.-hartcre-:    :^j: 


charters ,  voulc  ;^',  .:jwn  ^r.  ^'.jilarj^e  -evenue 
operatiof^s.  Meitner  Fu'd  nor  -'.arts:  i: :  ^  r.ave 
possible    cfinse-nut-'tire     ;f     n.j    currem.    ic  i 
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MEMORAUe^UM 


express 


them   are\  "pV'/ing    !ip    service"    to   j'jree 


about    vatvioiis    specific    provisions 

r    r^aliv   workim    tnat    harJ   on  .mvi-i '. 

is\  imb>rg^?  I'l"  '  h^f  -n   i  .-  ^rrij-iri.- 


are_aQ. 
' ^  was  h 


I  also  receiVed^.^  call  from  Charlouue  ""ay  i^^^Cr^n    \r>.ans3s 
Association  orVBa'nK  Holdir.j  Companies  -no  iaid  rj'-"  ^  r  p  i  .»phnnt» 
survey  of  the  Hb^^ing  Companies  memoersnip  at  tlo  end  ot  last  week 
indicated  that  72*  of  that  group  favored  the  mil,  18%  were  opposed 
to  It  and  10%  were  neutral.   On  the  question  of  whether  the  special 
session  should  be  held  to  consider  the  issue,  S"*-*  wace — Lii£__a__sess  ion 

an<i  \\\    '-ff''''  ■^pp'-'g-a-i r^l^r^rd>0'3  '.•',-   ■7>'^'  ' '^"^  ■• -^  . nmiihiv  half  the 

banks  in  the  state  are  members  of  the  Bank  iiolding  Company 
Association  and,  while  she  declined  to  be  pinned  down  as  to  a 
specific  number  of  banks  that  were  contacted,  she  said  that  only  two 
or  three  of  the  Association's  membership  did  not  respond  to  the 
survey . 

Also  atMched  are  recent  correspondence  on  this  issie'' 


,7FTS  00491 
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4/19/<:8 


'/, 


TO:  Gpv         X  ■      ' 

FROM:       Befsey 

RE:  /Terry   Renaud' 


''/. 


/      /  \    \ 

I  ha/ti  lunjrh  with  Terry  Renaud  and  Margaret  Davenport  fioday.   I 

actually /would  not  have  agreed  to  an  appointment  to  dibcuss  th 


special  session  and  would  have  insisted  on  the 
exftept  that  Margaret  has  been  very  standoffis' 

heri  owr/  attempt  to  be  appointed  bank  commissioner. 

if  rrerify  Renaud  asked  her  to  set  up  lunch  with  me, 

it  fori  her. 


ha 


Iking  to 
me  since 
lew  that 
to  do 


Well,  i   wish  I  understood  all  tf.ese  issues,  but  I  wi^ll  jtry  in  my 
feeole  \way  to  set  them  forth . 


1.  T^rr^^  says  there  is  no  way  to  declare  this  a  "statel"  emergency. 
Most  \?f  the  elements  of  the  omnicus  bill  will  pass  in/the  January 
sessidr  regardless  of  the  state-charted  SiL  issvre. 

2. 


The  \ide^  that  this  has  to  happen  before 

Currency  \rahts  any  of  the  pending  appLJrtfat  ions 

of  the  sped^  with  whic."-.  That  office  op4xiia«-^ — 


omptroller  of  the 
flies  i^  the  face 
P'trfir'as  ,- — Tei  i  y~says  that 
even  if  something  greased  them  through  before  January  without  the 
usual  federal  delays  and  extensions.  Bill  Ford  could  file  in  court 
the  very  next  day  asking  to  enjoin  the  Comptroller  just  like  they 
did  in  Mississippi.   That  for  sure  would  delay  til  the  regular 
session  he  said. 


3.   Even  if  everybody  gets  here  to  a  special  session  saying  they 
are  for  the  bill,  there  will  be  lots  of  amendments  and  he  says  it 
will  be  a  major  fracas  and  predicts  only  one  tiny  portion  will 
survive.   EVEN  I  QUESTION  WHETHER  THE  BANKERS  C 
COMMITTMENT  FROM  THE  MEMBERS  OF  THE  RELEVANT  COI 
THEIR  \BILL  only  WITHY  NO  AMENDMENTS. 


GET  A  FIRM 
TTEES  TO  SUPPORT 


I  \ 
4.   Ter^^  says  that  if  he  were  in  an 
resentment— ttiatr bankers  were  utilizing  one 
bargain  their  own  deal.   One  way  or  the  other  S4L's 
getting  state  deposits  into  the  battle,  increasing  theXfray. 


ve  in  with 
ovisions  to 
11  inject 


5.   T^erry-sayb  Llrar~tTie  important  goal  is  the  preserve  the  dual 
banki|ng  system,  and  that  it  would  be  an  emergency  if  applications 
were  igrantedf  and  all  state  bur.ks  started  moving  to  federal 
chartjejrs.   The  Arkansas  Bank  Department  would  then  face  an 
emerq[ancy  situation  cause  they  wouldn't  have  funding.   And  the 
dual  banking  system  would  be  threatened.   Terry  says  that  the 
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solution  here  is  to  give  identical  powers  of  the  Coniptroller  to 
our  BanK  Commissioner,  not 

6.  He,  and  he  s<iys  other 
be  overt  in  opjjosition  to 
says  there  i^ no  emergenc 
how  many  legislators  say 

7.  He  syfys  that  most'^ba 
the  "vote"      /' 


8.   He/  is  fearful  that  a 
will  seriously  impair  wha 
be:   aoing'  to  the  people 


I  know  i;  have  not  done  th 
for  any  /way  wUt  of  a  spec 
the  tallls  I  am  getting  tr 
on  theii}  part  of  the  "eme 
might  be(  attempted. 
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TO:  ^^ar,     :  .     Hy^.1.-.     r. ,      ;  r . 

FROM:  Ail  1  1     afowon 

DAT!::  /    Jul'/  I'J,     I  J^7 

RE:  I    Poi/uljce    ..■curn.y    liianchwi; 


As    _.'Tu\*'nAw,     •. -i;5.    :.'.,:     rfjv;  j-s     •      • 
in    ?uldkSKi\    ."ouncy      : .-.  1  y .        The    r'ri   :,:. 
opinion\thic     '.  •_     is     j neons  t  i ::  jl  ; '.n^ '.    j- 
Street,    V'Sve    Tity    Sanker,     ^resi.icrt       ; 
Assoc  lat  Kpn  ,,  convene^:    his    :ioar.!    We>:nc. 
unanimousisy    a\^reeo    that    this     jr.janizj! 
m    Arkansas\  weu  li:    isK    Marl  in    JacKS):i    ■ 
Attorney    Oen\sra\.)n    cons',  i  tu  t  i   .irf  1  i  c- 
cons  1 1  tut  lonaMy  "'fiuspecL  ,     to    -Jitnii...: 
because    to    do    sH^woul.t    oe    jn    ansa  I  i.-    jf 


.-:■•-•;    I  rji-.cninJ    [)■;    DanK.i 
.     r  ;  ;'"^    ;ijs      ;ivef/    ijs/:in 

;.i..j1     l-i-;  1  s  lat,'ion  ..'      lames 

the     1  mJepeniltiTit    B<^nkers 
;jy,      June     "j/'jnd     it    was  . 

jH     if     1  "^ >>' ;ommun I  6^v'    L;anks 
re  j'jijst    jn    op  i  n  i  orN,.jf    the 

.no,  ir  It  -/ej;e^ . — • 

lop r'jvemenT"  ")f  branches 
unsouno  :;cinking  practice. 


They  conmun  icatel  this  l ->  Jackson  jt  b:;S  Wednesday.   Me  has  it 
under  advisement. 

For  your  mf orma t  Kin ,  Steve  Clark  tjld  jno  or  indicated  to  Senator 
Ben  Allen  that  he  viewed  the  •"•.ct  js  constitutionally  suspect. 

Please  discuss  this  with  me  at  your  earliest  converu^ence  371-7010. 


3203 


c,or<'i' 
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FIRST  COMMERCUL  BANK 


Initiative 


led 


from    the   captionea   AbA    package,/ th&  so-cal 

It    prohibits    branching   yithir/   300   linear 


This   f*atura    is   in   the 


Yoii  in'Jfite   me    to    remove 

"home  oVfice   protection"    feature 

feet  ^f   f^e   principal    office   of   an   existing   bank. 

existi\g   l\w  and   has   been   since   1973. 

Your   inWarion   presupposes    that    I    have   the   ri^^w^o   remove   ^Tis   feature 
and   that  >t  li«s><s   the   support   of  bankers   and-tegislators.      To   support   the 
latter   pointVydu  advise   that  some    15   bankerls.  anr.l  4w>jiijlotPi'3  ha^e  told  you 
they   don't   likfe  it.      This   information   apparently   came   to  your   attention   m 
the    July   5    morning    meeting     with     Bank    Commissioner     Ford,     Former 
Commissioner   Jackson,    ABA    Past   President   Hartsfield,    Senator    Beebe   and 
Representative  Wilson.      This   minority   view  you   cite  is   not   surprising.      It 
contrasts   with    endorsement    by    80%   of   bank    CEO's   attending    a    statewide 
meeting   in   March   and   with   an   ABA   legislative   head   count   of   65%   support 
for  the  bill   as  a  package. 

My   response   to  your   invitation  was   to  ask   you   to  sleep  on   it;    you   invited 
merto  find   support  for   inclusion  of   the  home  office  prdt^tion   feature. 

THe\leadership  of  the  ABA   is   as   follows.      I   have  consu^X^   them  all   except 
Rainwater. 


President;  Sloan   Rainwster   (hospitalized  with  heirt   surgery) 

President-Elect;  Sonny    Henson ,    Fort   Smith  \ 

Treasurer;  Al    Rusher,    Bnnkley  \ 

Croup   Chairmen;  G.    L.    Lieblonq .    Paraqould;    Larry    NelsoQ, 

/^  Mountain   Home;    Rick   Parsons,   Springdale; 

(  Bob    Burns,    Magnolia;    Curtis   Hutchins,    Fordyce 

LeiKijcr-j,     m     -cioitiun     to     these,     /.ilh     ■.vhum     I     luve    visited     include 
W^er     Turnbow,     Springdale;     W.    E.    Ayres.     Simmons,      Pine     Bluff; 
Bob  Gantt,    First    National,    Magnolia;    and   Cec;I   Culp,    Jr.,    and   Ray    Cash, 
Arkansas   Bank   and    Trust,    Hot   Springs. 


CAPITOl  AND  BROADWAY    LITTIE  ROCK.  ARKANSAS  7 2201     501/)71-70O0 
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July    7,    198t 
Page   Two 


^      ?ach  of   these   leaders   endorsed   the  entire\fegisla^(ve   package 

speciptally    the    home   office    protection    feature,    anX  Barn'ett    Grace, 


Pfttsident/of  First   Commercial   Bank,   confirmed   with  Jir 


lis  support. 


if/the  nome  office   protection    feature    is   excluded   and    the   ^it    In    Pulaski 
Cnancary   repudiated   which  challenges   Act   539   of   1987,    TCBVwill  be   left   in 


P 

AbA 
cc  nfir 

tsidi 
Ui 


the   TCBY    Tower  within    300   linear    feet   of   this    buildingl.       If   the 
•  ill   as    proposed    is    passed   and    TCB    loses   the   suit,    as   my    lawyers 
and    I    am  confident   they   will    on    Julv    1  u ,    they   can    relocate   just 
the   300    foot   parameter  of  existing   law  and    there   )oini  the  Worthen, 
ion.    OneBank,    First   Commercial,    havers,    Capitol   Savings/and   Loan, 
ideral.    Home    Savings,    and    Superior    Federal,    all    wiyhin/a    stone's 
if  5th   and   Broadwov,  ' 


What\  isXyour    guidance'       I    am    committed    to    support    this    le'gislative 
initiatweX  as   is  or   as   reasonably   modified.      I    prefer    t>fe   wid^y    supported 
ABA   pVkV^e. 


/     ^      <-  '   . 
William   H.    Bowen 
Chairman  of  the   Board 


WHB:ccb 
da/cc 


Governor   Bill   Clinton 
1800   Center   Street 
Little    Rock,    AR      72206 


U 
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A   I^   KANSAS 


Ktm  L    Tiul    OXCW 


ijirr  MoWvw  Asvsiwa  Omcw 


MAY  ]  0  1988 
STATE  BANK  DEPT 


The  primary  purposes  of  '.ne  sllacned  procos* 
To  provide  :z,r    r-eaiona.  rec.pr-ii 
t.  \  To\  provide  for  immeiJ ;  ate  ?■  n;i,.  -.." 

c.  VTo  provide  for  bank  branching  .  .t.o  cjnliBuous  counties'  in  <993- 

d.  T\  prWide  for  ^late  wide  rank  -fancninc  afler  Dep^moer  3|,  1996. 

e.  To  p^vrde  Ihal  .'lale  Chariereo  Savincs  aiisy-'Cozr\    Associal  rsijs  have  the 
same  lH;an6<iin6  authority  as  baoKj. 

r.    To  provide  for  an  orderly  method  to  dispose  of  a  failed  bank  by  the 
Bank  Commissioner. 

OTHER  MOTIVES 

1.  The  United  Slates  .Supreme  Court  denied  a  review  of  a  Mississippi  case 
concerning  bank  branching.  In  essence,  this  case,  known  as  the  Deposl t 
Guaranty  case,  involved  a  naticnal  brnk  in  Mississippi  which  aoDlled 
for  expanded  branching  authority  on  the  premtae  that  Mississippi 
'"Savings  and  Loan  Associations  are  allowed  to  brancti  state  wide.  The 
Comptroller  of  the  Currency  approved  the  appl  icat  lOB  .\  Upon  appeal,  the 
Ofnited  States  Supreme  Court  sided  with  the  lower  jcoort  ruling  which 
u'pheld  the  ruling  of  the  Comptroller.  This  decisvbn  Ijas  far-reaching 
ranIrF.^«aVien£~.afld — has — triggered — applif  Jtions  Tor  ba^k  branches  in 
several  slates,  including  Arkansas.  These  applications  are  filed 
irrespective  of  stale  law.  The  proposed  bill  will  place  ^he  branching 
powers  of  banks  and  Savings  and  Loan  Associations  on  equal Vooling . 

kitl  539  of  1987  amended  the  bank  branching  statute  to  provide  for  county 
ide  branching  in  counties  ilh  ?  population  of  xore  than  PoO.OOO. 
lubsequent  to  the  passage  of  Aci  539,  the  bank  Conraissioner  has 
pproved  two  branch  appl  ic.t  ions  for  Twin  City  Bank  oi  North  l.ittle 
Rock.  Twin  City  now  operates  two  branches  in  Little  Rock.  The 
Independent  Bankers  Association  nave  challenged  Act  539  in  Court  as 
local  legislation.  The  proposed  bill  provides  for  an  orderly  phase-m 
of  stale  wide  branching  ovtr  a  period  of  ten  (10)  years. 
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SUMMARY  OF  BILL 


Sect!. on  1  addresses  the  inLerslaie  tjankirg  issue.  This  Section  is  identical  to 
HB  1001)  of  the  1987  negu  lar  n^is-roTr  Vs~y5tr-i«uiw  •lb  lOOl  failed  to  receive  any 
recommendation  from  the  Satiate  Insurance  and  Comment*  Committee .  In  addition  to 
Kansas,  Nebraska,  District  of  Columbia  and  West  Virgi>ria,  which  were  not  in  HB 
1001,  the  region  Jiiicludes ;  Arkansas,  Tennessee,  l-lissout-K  Mississippi  ,  Texas, 
Louisiana,  OKlat)«»na,  Alabama,  Florida,  Georgia,  Maryland,  N^th  Carolina,  South 
Carolina,  Virginia. 


Tal  Bank  Holding  Companies 
<s  as  follows : 


Require  Arkansas   Bank 


By  niera«r  or  consolidation  of  a  bank  holding  company  Vith  alsother. 

2.   /  Acqui/siticn  by  a  bank  Holding  Company  of  control  of  votVng  shares  of  a 
bank' or  Bani<  Holding  Company. 


3.  I  Acqhisit.on  by  a  Bank  Holding  Company  of  all  assets  pf  p     bank  or 
another  Bank  Holding  Coirpany. 


U .   I  Anyi  other  action  which  may  result  ;i,  ^    Bank  Holding  Comparty  obtaining  a 
Icontrcllmg  interest  oi  a  oanK  or  an  mer  Barik  Holding  Corapanfy. 

\   »  /    / 

The  proce«3urds  for  an  acquisiton  are  as  fz.lows:  A  Regionarl  Bink  Holding 
Company  fi^es  an  application  with  the  Commissi  -ner .  The  applica/ion  iill  include 
informatiorX  su<ih  as  now  the  acquisition  will  -romote  the  Jafej/y  and  /soundness  of 
the  bank  or  ^anlK  Holding  Company,  to  be  acquired;  that  the  Regional  (Bank  Holding 
Company  meet  >Btandards  of  the  Federal  Coro-nunity  Reinve>t1iient  Act  oV  1977;  that 
the  Regional  Back  ftolding  Company  uiU  bring  n-^u  benefits  to  Arkansas^  The  Bank 
Commissioner  has  NtheXfollowing  guidelines  before  approval  nf  ff"  3pp-i-L-«.Jf  i  r.n  ■ 


Application  contains  information  required  by  the  legislation. 

Laws  of  the  state  where  the  Recional  Bank  Holding  Company  is 
located  allow  Arkansas  Bank  Holding  Companies  to  acquire  banks  or  Bank 
Holding  Companies  in  that  slate. 


3.    Arkansas   bank   to  be  acquired   has   been   in   business   for   a   least 
ten  ( 10)  years. 

M.    Proper  notification  has  been  published  in  local  newspkpei-s. 


.kes  the  acquisition  subject  to  same  conditions  th|at\uould  apply  to 
thA.,  acquisition  by  an  Arkansas  Bank  Holding  Company' or \bank  of  a  bank 
or  BahTt-HoTairrgXbSpany  in  the  .A-eion 

2   and  3  provide  that  a  De  Novo  Charter  is  a  bank  charterXfiled  after 


March  3',  I9ti8.  This  definition  is  designed  to  assure  that  Reftional  Bank 
Holding  Compatrl'ffs  are  acquiring  banks  that  have  been  in  business  for  at  least 
ten  (  10)  years. 

Section  i*  addresses  branching  problems.  Current  law  allows  bank  branching  within 
the  coundyi  only  with  certain  limitations.   «ct  Oj^  v^.  ,,>.,,  ai.ows  county  wide 
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branching  for  banks  m  cour.ii'  wii.f]  &  popular  inn  of  200,000.  Section  U  of  the 
proposed  bill  allows  unresir>---Cejcourity  w  i  debrjnsai  ng  upon  passage  of  the  bill. 
In  addition,  it  providej^^or  trancning  in  contiguous  cbtmties  after  Deceaber  199i 
and  finally,  it  proj{,i-de3  for  I'.ate  wide  branching  ty  acqtv^ition  after  Deceabcr 
31,    '998. 


SECTION   5   outl^es    the    resp: 
applications. 


[Ik   ComaissioneX  on   branch  bank 


SECTION  6  g^andfath^s 

SECTIONS    7    and   f  place   Savings   and    Loan    Associations   at 


in   existing   branches   established    befdK^  Marcrtv31,    1988. 

,th  banks  as  far 


as  branching  iy  concerned 
unde 


lance 


r  Ithe  Bank 

icier  c^n  dispose  of  a  failed  bank.   Act  963  of  1987  allows  \    faliled  bank 
aequined  by  another  banit  witmn  the  same  city  or  county 


SECTION  19  01 

Comss 

to  be  acquined  by  another  banit  within  the  sane  city  or  county.l   Section  9 

expands  in  tfcis  by  allowing  a  failed  tank  to  ;e  acquireo  in  the  fojlowling  order 

by  a  banl^  or  iBank  Holding  Company 

1.   Within  the  same  citv. 


Between  a  group  of  individuals,  the  majority  of  whoB  are  residents  of 
the  region. 


SECTION  10.   Emergency  Clause. 

Please  contact  us  if  additional  information  is  needed. 


FJVD/BPd  r\ 
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!''>;.      

1ST  OZARK  NATIONAL  BANK 

4TH  a  MAIN.  P  0   80X  3S0 
FLIPPIN.  ARKANSAS  72634 

lENOER  S  NAME  ANO  ADOHESS 

i«*-,N  ^b.,     r -jcij" 

„...      Mricii   i6 

1 

I'lhl 

•  ORflOWCM  S  NAME  AND  AOORESS 

,».„» ,.5.-.ni.8o 

~l*  inctutfat  •Kh  bOft««w«'  •bO*«.  rO"«l>T  tnd  M>r*'*tlV 

Rt««~aiO<     53S5 

Fiftv-r.v.o    chouaand   one   huiidc^J    Lliirty    five   aujLJjP.U)^ ^^— 

Marcli   2b.    19S7  ,---tr;;Ti... ..  loTJo 


'.£  INKBESI  NOIE   OISCIOSUBE   ANO  SECUHITY  aGREEMENI 


COSIOWtXS    S£i  NOncf,ON  Pt\fEnkc\sfof>t(ORC  SIO 

^:;SIIm3<\ 
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htS(<: 


Mr|  and/Mrs.  James  B.  McDouqal 
37(10  Cahtrell  -  Suite  202 
Li  :tle  mock,  AR  72202 

De^r  J;  in  and  Susan: 

Wei  Strange  called  me  to  ask  if  I  could  contact  you  to 
obtain  la  resolution  by  Whitewater's  Directors,  namely  you  two, 
autvioruzing  Bill  or  me  to  sign  the  extension  of  the  loan 
agreemeWt.   I  have  not  been  able  to  contact  you  on  this  and 
thought\l  might  try  to  do  so  in  writing.   I  called  a  number 
Susan  le^t  for  me  to  return  her  call  at  714-857-4920  a  numbe/ 
timea  buii  never  received  any  answer.   If  you  receive  this   / 
letteit,  w^uld  you  please  contact  me  so  that  we  can  discuss/how 
to  resli)ona\  to  this  request  from  First  Orark?   The  note  iy  up  foi 
extensit^n,  ^nd  the  Bank  is  clearly  anxious  to  have  thi?^  matter 
resolved\properly  in  time  for  their  examination 


If  youXhav^  . 


any  questions,  please  give  me 
Sincerely  yours, 


HILLARy\  RODHAM  CLINTON 


LARv\ 


HRC:c)cp 


Strange 

Blifi^  P.S.  -  Wes,  I  do  not  know  what  else  to  do.   If  you\l4five 
any  suggestions,  please  give  me  a  call.   Tha\ifts . 
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ROSE  LAW  FIRM 


I  am  enclosing  the  renewal  note  you  sent  for  Bill's  and  my 
signature.   Despite  repeated  efforts,  I  have  been  unable  to 
ch  nhe  McDougals. 


.ance  in  this  inaLLer.   With  best 


Sincerelv  yours , 
prill^lAAj  Ic-ouKavv--  (^_X'^>vvtw^ 

HILLARY  RODHAM  CLINTON     X 
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OKKHK  l•^    rilf    l.lAKKNciK 


Hill  Clini., 


Dear 

I  wvll  convene  the  General  A 
ll:/00  a.rr/  Di  Monday.  July  11 
thi  omnibus  banking  iegislatj 
Aritansas  Bankers'  Association 
recommendations  of  the  Oualit 
AlLorviey  General  Steve  Clark 
n^rsiihg  homes;  anc  a  few  othe 

The  State  certainly  does  have 
which  need  to  be  addressed;  h 
Biich  icomplex  I  ty  that  they  can 
special  session.  I  am  workin 
comprehensive  legislative  proTra- 
seasion  of  the  General  Assemciy  '. 
issues'. 

\.  \ 
You  hi^vex  pre  V  lous  ly  receivea  leti 
Bill  F'ls^rdXand  the  Arkansas  Banker 
events  Vhieh  have  led  to  several 
Arkansas  T  I  t'l  ng  applications  .(itn 
Currency  to  establish  branch  ban>. 
communities  in  which  the  principa 
located.  A  total  of  twenty-two  a 
currently  pending  with  the  Office 
Currency . 


nd  issues 
re  of 
br  lef 


jpcomyng  ,Tegular 
address  iho^  problems  and 


ers  fron  S^nk  Cor^r  i  ss  ioner 
s'  Assp«^ation  OLfit  lining  the 
nat-rtfnal  char t erec^banks  in 

s  m  communities  outside  the 

1  offices  of  these  banks  are 

pplications  for  branches  are 

of  the  Comptroller  pf  the 


Because  I  kn 
profess lona  1 
to  obtain  as 
t  h|ei  Currency 
wdulld  not  be 
Ofjfyce  has  a 
ar(d  \rev  iew  o 
ofl  July^ — Th 
appl icat  ions 
wquld  not  af 
aqd  the  bran 
Ankans*6 — l-aw 
appl/icat  ions 
fijled  if  the 
cflairtered  to 
advjant 


.age  ov 


w  many  of  you  have  va 

commitments  during  Ju 

surances  from  the  Offi 

that  action  on  these 

taken  before  fall.   H 

dvised  Bank  Commission 

f  the  applications  ecu 

«F«  4s--a  ■4-»9'a 

are  approved,  a  subse 
feet  the  validity  of 
ches  could  go  into  ope 
-1-s — ehanged  prio 
and  other  application 
initial  applications 
nks  will  be  afforded  a 
er  the  174  state  chart 


ca  t ion  plans  or 
ly  and  August,  I  had  hoped 
ce  of  the  Comptroller  of 
twenty-tw^appi  i  cat  ions 
owever,  th>e\Compt  roller  '  s 
er  Bill  Fo}|d\that  analysis 
Id  be  compjered  by  the  end 

heyse 
quent  change  i^  state  law 
he  approved  app\ications 
less 
pend I ng 
s  that  probably  will  be 
are  approved,  i.ational 

substantial  competitive 
ered  banks. 
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The  Arkansas  Pankers'  Assoc : at i on 
provid&s  fcr  a  pnasetTMn  s  .  s  :  o  • 
both  ryat  1 013  1^^5  state  cr.  artered 
of  syate  law,y^To  allow  national 
six  itionths^/^ppor  t  ur  1 1>'  to  estacli 
scat/e  cha/terea  canks  lacK  Such  a 
undermin/  equity  in  the  ouai  tank 
hawe  concluded  that  this  issue  mu 
as/ possible  tc  ensure  that  the  ex 
branches  of  state  cjovernment  reta 
bapking  issue. 

I    I 
Becauae  the  branch  banking  issue 
beiieye  I  should  also  include  CjO 
le^isl^ation  in  the  call  for  th.=-  5 
impbrt^nt  package  of  legislation 
General  Assembly  as  soon  as  possi 
has  already  been  done  on  this  leg 
Care  Vas'k  Force  and  Attorney  Gene 
theseXpiTls  can  be  addressed  in  t 
delayirhg  rtie  c  DT.pl  e  t  ion  of  the  se 


week  of 


f\ 


1  1. 


1  s^  J  1  n  c 


I  will  be  i"X^jing  the 
Tuesday,  July  S. 


official  call  for  the  session  on 


S 1 ncere ly , 


(y(juu<XQ^ — 


BC/sib/js 
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r :  ^     /y. 


^t, 


A 


<^. 


0/. 


Neither   Sam/ncr    I    understands   what   your   r.ext   ste^.  foll^owup   with 
Bill  /Bowen/is    en    t.-.e    200'     issue. 

/  /  \         ^ 

The  /bill/which    is    being   delivered    to    tr.is    ofrice    in\the\  morning 

by    tJhe    bankers    Asscciation/Bill    Ford   dees    not    contain    the    300' 

provision    based    en    their   conversatian    -i-h    vcu    this    jiorming. 

/  -  p 


^ 


\      \ 
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1ST  OZARK  NATIONAL  BANK 
JTH  &  MAIN   PO   BOX  250 
FlIPPIN    ARKANSAS  72634 

ICNOf  It  S  NAM[  AND  ADDRESS 

E 

.....n.,.     Mov  •iliii    •■             ] 

'^1— 

■OKROWrf  US  N*Mf  AND  ADOItiSS 
-r  WWhid**  ••en  bOl(  JW««  ©bo**    |0.ftllT  ind  •■»«««llv 

Rin 

l.alOl        iv-Siiuj 

Not*  I  pfomtM  10  MT  M  you  of  v«u(  0<d«>.  ftl  Y«wf  M»«tk  «bevfl  lh«  piincipal  kum  ol 

i|-iirty-six  thousand  thrc^  luindi\:a  t}|irty-tnrV-j  and  6C710O — j::-- n,^,^,.t   iO.y^i.M 

July  IJ.   190b      ^^     ., „,     II .00  %p."r;;-.,^,., Novi:!alj>ir.Jl..  mil 
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Bill  Clinton  and  his  wife  were  business  partners  with  the  owner  of  a  failing 
savings  and  loan  association  that  was  subject  to  state  regulation  early  in  his 
tenure  as  Governor  of  Arkansas,  records  show. 

The  partnership,  a  real  estate  loir.t  venture  that  was  developing  land  in  the 
Ozarks,  involved  the  Clintons  ana  James  B.  McDougal ,  a  former  Clinton  aide 
turned  developer.  It  started  m  1576,  ana  at  times  money  from  Mr.  McDougal ' s 
savings  and  loan  was  used  to  suDsidize  it.  The  corporation  continues  to  this 
day,  but  does  not  appear  tc  be  active. 

Mr.  McDougal  gave  a  detailed  account  cf  his  relationship  in  several 
interviews  in  the  last  two  weeks.  Tr.is  acctur.t,  along  with  an  examination  of 
related  local,  state  and  Federal  records  a:.c  interviews  with  dozens  of  others  in 
Arkansas,  found  the  following: 

♦Available  records  covering  the  mist  active  period  of  the  real  estate 
corporation,  called  Wnitewater  Deveicpmer.t .  appear  to  show  that  Mr.  McDougal 
heavily  subsidized  it,  insuring  that  the  Clintons  were  under  little  financial 
risk  m  what  turned  out  tc  oe  ar.  jns- -cesftul  enterprise.  The  corporation  bought 
20C  acres  of  Ozark  Kountai:  vacatior.  ;:-'o?erty  ana  planned  to  sell  it  in  lots. 
During  this  period,  the  Cl.ntons  apjvar  tc  :;ave  invested  little  money,  so  stood 
tc  lose  little  if  the  venture  fa:'..;a   cut  r.iar.t  have  cashed  in  on  their  50 
percent  interest  if  it  had  done  w-i.l 

*The  Clintons  and  Mr.  McDougal  disagree  about  what  happened  to  Whitewater's 
records.  Mr.  McDougal  says  that  at  M: .  Clir.ton's  request  they  were  delivered  to 
the  Governor's  mansion.  The  Clintons  say  n.i.::y   of  them  have  disappeared.  Many 
questions  about  the  enterprise  cannot  b^  ;..lly  answered  without  the  records. 

•After  Federal  regulators  found  that  Mr.  McDougal ' s  savings  institution, 
Madison  Guaranty,  was  insolvent,  mea:.i:;c  it  faced  possible  closure  by  the  state, 
Mr.  Clinton  appointed  a  new  staf^  securities  commissioner,  who  had  been  a  lawyer 
in  a  firm  that  represented  the  savir.Oi  and  loan.  Mr.  Clinton  and  the 
commissioner  deny  giving  any  preterci'.tial  tr-:atment  .  The  new  commissioner 
approved  two  novel  proposa.s  tc  he.;  "  ne  s-.-ir.qs  and  loan  that  were  offered  by 
Hillary  Clinton,  Governor  C-intcr.'s  w.fi  ar.d  a  lawyer.  She  and  her  firm  had  been 
retained  to  represent  tne  associatic:. . 
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♦The  Clintons  improperly  deducced  a;  least  35,000  on  their  personal  tax 
returns  in  1984  and  1965  for  interest  paid  on  a  portion  of  at  least  $30,000  in 
bank  loan  payments  that  Whitewater  made  for  them.  The  deductions  saved  them 
about  $1,000  in  taxes,  but  since  the  error  was  more  than  three  years  ago. 
Internal  Revenue  Service  regulations  do  not  require  the  Clintons  to  pay. 

The  complicated  relationship  between  Mr.  McDougal  and  the  Clintons  came  to 
light  in  an  investigation  by  The  New  York  Times  of  the  Clintons'  tax  records  and 
business  relationships.  It  raises  questions  of  wnether  a  governor  should  be 
involved  in  a  business  deal  with  the  owner  of  a  business  regulated  by  the  state 
and  whether,  having  done  so,  the  governor's  wife  through  her  law  firm  should  be 
receiving  legal  fees  for  work  done  for  the  business. 

Confusion  Is  Cited 

Asked  about  these  matters,  the  Clintons  retained  two  lawyers  to  answer 
questions.  The  lawyers  said  the  improper  ta>:  deductions  were  honest  errors,  made 
because  there  was  cor.fusior.  over  who  really  owned  a  certain  piece  of  Whitewater 
property  and  who  was  responsible  fcr  the  loan  taken  out  to  buy  it,  Whitewater  or 
the  Clintons. 


The  deed  for  the  land  and  the  loan  papers  are  all  in  the  Clintons'  names 


The  lawyers  said  they  were  not  in  a  pos 
the  money  that  went  into  Whitewater  came  f 
thought  neitner  the  Clintons  nor  Mr.  McDouca.  had  profited  from  the  venture 


They  also  said  the  Clintons  were  once  iiat 
that  financed  Whitewater's  origir.ai  purcna- 


itior.  to  answer  questions  about  where 
ror.  .  But  generally,  they  said  they 


for  about  $100,000  in  bank  loans 
land.  But  the  lawyers  have  only 


been  able  to  find  original  documer.ts  shcwmj:  35,  DOC  that  the  Clintons  paid. 

Some  questions  about  the  relationship  ar.i  the  Clintons'  role  in  it  may  be 
difficult  to  resolve  because  of  differir.a  arrounts  and  the  missing  records. 

The  two  lawyers  representing  the  Clintcr.s  are  Susan  P.  Thomases,  a  longtime 
friend,  and  Loretta  Lynch,  a  campaign  aide,  who  participated  in  several  hours  of 
interviews  at  Ms.  Thomases'  Kannattan  offices  Thursday  and  Friday. 


Payments  on  Debt 

The  records  that  are  availarl'-,  and  Mr.t- 
Whitewater  made  payments  Ditweer.  '.  ;^82  an^  1 
estate  debt,  reducing  tne  aebt  r'_.-  about  Sl> 
$14,000  in  interest.  At  least  one  of  these 

Mrs.  Clinton  originally  borrowed  the  S3: 
Mr.  McDougal,  Bank  of  Kingston,  but  "Hi.ia; 
corporation,"  Ms.  Thomases  said.  That,  sne 
payments . 


The  Clintons'  198-;  and  ir'85  ra:-:  returns 
interest  payments  of  s:,Ei:  and  31,322  t:-.a 

"It  clearly  is  ar  error,"  Ms.  T:iomases 
for  those  years  were  prepared  b\    accounta:: 


.  Thomases'  account,  show  that 
■S5  en  Mrs.  Clinton's  $30,000  real 
.cot  while  also  paying  at  least 
rhecks  was  signed  by  Mr.  McDougal. 

, DOC  from  a  bank  also  controlled  by 
|-  took  the  loan  on  behalf  of  the 
sxplamed,  is  why  Whitewater  made  the 


that  they  took  deductions  for 
Lewater  had  made . 


She  noted  that  the  tax  returns 

ArKansas . 
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The  Clintons'  gross  income  in  1984,  as  reported  on  their  tax  returns,  was 
about  $111,000  and  they  paid  S2:,280  in  Federal  taxes.  In  1985,  their  reported 
income  was  about  SlC2,boc,  and  tney  paid  S1E,''51  m  Federal  taxes. 

Longtime  Friendship 

Mr.  Clinton  and  Mr.  McDougal  had  been  friends  since  the  1960'e.  When  Mr. 
Clinton  became  the  nation's  youngest  Gover.-.or  at  32  years  old,  he  took  Mr. 
McDougal  into  his  administration  as  an  aid-^  :or  economic  development.  It  was  at 
about  this  time  that  the  men  formed  Whitewater. 

A  few  years  later  Mr.  McDougal,  having  left  government  in  1979,  bought 
control  of  a  small  savings  and  loan  association,  Madison  Guaranty,  and  built  it 
into  one  of  the  largest  state-chartered  associations  in  Arkansas. 

But  over  time,  the  savings  and  loan  get  -n  trouble,  like  many  others  around 
the  country.  Finally  Federal  reg-L.ators  tc./.  the  savings  and  loan  away  from  Mr. 
McDougal,  and  a  Federal  grand  jury  charged  .-.iv.  v.-ith  fraud,  though  he  was 
acquitted.  The  Clintons  were  not  involved  .n  tnose  proceedings. 

Mr.  McDougal  began  having  pers:inal  proble-.s,  too.  He  was  found  to  be 
suffering  from  manic-depressive  illness,  tr.ougn  he  was  judged  competent  to  stand 
trial.  In  the  interviews,  Mr.  McDougal  appeared  stable,  careful  and  calm. 

A  year  after  the  Clintons  and  HcDougals  bought  the  Ozark  Mountain  property 
and  founded  V.'hitewater  Development  in  197J.  tne  corporation  bought  a  modular 
house  for  about  S22,C0C  and  placed  it  on  cr.e  of  its  lots.  That  lot  was  then 
conveyed  to  Mrs.  Clinton,  and  the  deed  ind.jates  that  she  paid  nothing  for  it. 
Ms.  Thomases  says  this  wa."^  an  erur  by  W.-.i"  rwater .  The  deed,  she  said,  should 
have  shown  the  price  and  said  tnat  Mrs.  Cl.'.tsn  paid. 

But  the  house  was  carried  or.  t:.e  books  ;..-  o  Whitewater  corporate  asset  and 
used  as  a  model  house  to  attract  rther  buy-rs,  according  tc  Whitewater  records 
produced  by  Ms.  Thorr.ases .  r-ecaus-r  the  reco;  dr  are  incomplete,  it  is  unclear 
exactly  what  happened,  sut  about  : ne  sam-i  i.Te,  Mrs.  Clinton  personally  borrowed 
$30,000  from  Mr.  McDougal'-  ban'-,  tc  pay  £o.  the  house  and  the  lot. 


ir-ration  regarded  this  as  a 
r  r.arae.  The  corporation  included 
wa?  tnis  debt  that  Whitewater  made 


Ms.  Thomases  said  Mrs.  Tlmt.^r.  .ind  the 
corporate  debt,  though  -t  was  i:.  i'.rs.  Cli: 
no  one  but  the  Clintons  anc  Che  ^■lDougaiF. 
payments  on  until  th',  end  tf  IS-^'  . 

One  year  after  acquirinr  the  7:operty,  '■:..-.  Clinton  sold  it  for  $27,500,  with 
payments  to  be  made  over  t-me,  :  ■  -ords  sho'.   it  is  not  clear  who  received  the 
buyer's  down  payment  of  S3,00C.  Put  Ms.  Tii'-ases  said  it  was  the  corporation 
that  took  the  loss  on  its  tooki  .  •'-.   few  ye«:.-  ..ater,  the  buyer  went  bankrupt  and 
stopped  making  payments,  and  tne:.  ne  diec. 

In  1986  Mrs.  Clinton  bought  oacK  the  hou=i  from  the  estate  of  the  buyer. 
Records  show  that  she  paid  Sf  .  r  C  and  the:;  ■. --rrici  the  property  a  short  time 
later  for  about  S23,0CC,  alter   -.sing  coc  .  The  Clintons  reported  a  capital 
gain  that  year  of  $:,64C. 

Ms.  Thomases  expiain'-d  that  th-  capital  :..-:.  was  small  because,  as  part  of 
that  transaction,  Mrs.  Clinton  n.i:-.  to  pay   ::  v.'ni  tewater' s  remaining  $13,000 
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ciebt  on  the  property,  oriainally  incurred  ry  Mrs.  Clinton.  The  payments  the 
previous  owner  had  beer,  ms/tinc  tc  Whitewater  bsfore  he  went  bankrupt  had  been 
used  to  help  pay  off  tha::  debt. 

Account  Overdrawn 

It  was  during  the  period  wher.  Whitewater  was  making  the  Clintons'  loan 
payments  that  Madison  Guaranty  was  putting  xsney  into  Whitewater. 

For  example,  Whitewater's  check  ledger  shows  that  Whitewater's  account  at 
Madison  was  overdrawn  in  1984.  when  the  corporation  was  making  payments  on  the 
Clintons'  loan.  Money  was  deposited  to  make  up  the  shortage  from  Madison 
Marketing,  an  affiliate  o:  the  savings  and  Isan  that  derived  its  revenues  from 
the  institution,  records  also  show. 

It  was  also  in  1984  that  Madison  started  getting  into  trouble.  Federal 
examiners  studied  its  book?  that  year,  fou.-.d  that  it  was  violating  Arkansas 
regulations  and  determined  that  correcting  tr.e  Dooks  to  adjust  improperly 
inflated  profits  would  "result  in  an  insolver.t  position, "  records  of  the  1984 
examination  show. 

Arkansas  regulators  received  tne  Federal  report  later  that  year,  and  under 
state  law  the  securities  '•ommissioner  was  supposed  to  close  any  insolvent 
institution. 

As  the  Governor  if  free  tc  d:  at  any  ti- . .  Mr.  Clinton  appointed  a  new 
securities  commissioner  ir.  .Tar.u...  v  1985.  K-_  cr.ose  Beverly  Bassett  Schaffer,  a 
lawyer  in  one  of  the  firn-i;;  tna:  ;'.j.d  been  recresenting  Madison. 


Fund-Raising  Ideas 

Ms.  Thomases,  afte:  t.-.lr-.mr:  :  Mr.  CI.; 
chose  her  because  they  wer-.  frienas,  and  b- 
qualified  woman  to  ar.  important  post. 


.IS  week,  said  the  Governor 
ne  wanted  to  appoint  a  well 


In  interviews,  Mrs.  ichsffer,  r.ow  a  Fayer teville  lawyer,  said  she  did  not 
remember  the  Federal  exarir.atic:-.  ;f  Madisoi.  rut  added  that  in  her  view,  the 
findings  were  not  "definitive  p::.::  of  ins. .  vency  . " 

In  1985,  Mrs.  Clinton  an-i  her  :.ittle  Ro  .  law  firm,  the  Rose  firm,  twice 
applied  to  the  Securitier  ComTr.ission  on  bt..^.:  ct  Madison,  asking  that  the 
savings  and  loan  be  allowed  to  try  two  nov- .  r..ans  to  raise  money. 

Mrs.  Schaffer  wrote  to  Mrs.  Clinton  and  another  lawyer  at  the  firm  approving 
the  ideas.  "I  never  gave  anybody  special  t:eatment,"  she  said. 

Madison  was  not  able  tc  raise  additiona.  capital.  And  by  1986  Federal 
regulators,  who  insured  Madison'F  deposits,  :do);  control  of  the  institution  and 
ousted  Mr.  McDougal .  f,i  r .    Scharfe;  support^.;  tne  action. 
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1  grantor/grantee  indices  and  mortgage  indices? 

2  A     Well,  I  was  asked  to  meet  with  Jim 

3  McDougal  --  one,  I  was  asked  to  locate  him,  and  then 

4  two,  I  was  asked  to  meet  with  him. 

5  Q     Why  were  you  the  person  who  was  asked  to 

6  locate  and  then  meet  Jim  McDougal? 

7  A     Somebody  apparently  knew  that  I  had  known 

8  him  for  over  30  years.   And  the  purpose  that  I  was  -- 

9  I  was  asked  to  find  him  and  see  if  he  would  meet  with 

10  a  lawyer  named  Jim  Lyons  from  Denver  who  was  working 

11  on  some  of  the  financial  accounting  aspects  of 

12  Whitewater. 

13  I       Q     And  were  you  able  to  ultimately  locate 

14  Mr.  McDougal? 

15  A     I  had  called  his  lawyer,  who  was  a  lawyer 

16  with  the  name  of  Sam  Heuer,  and  asked  him  if  he  could 

17  find  McDougal.   And  I  may  have  also  contacted  a  guy 

18  named  R.D.  Randolph,  who  was  a  mutual  friend  of  both 

19  McDougal  and  myself  and  asked  him  if  he  could  contact 

20  McDougal.   And  ultimately,  as  I  recall  it,  I  was 

21  sitting  at  a  desk  or  a  table  in  the  campaign 

22  headquarters  and  a  note  was  put  in  front  of  me  that 
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11  (Wed)   During  rhe  day  I  had  called  S^  Heven  to  asX  hia 
couljf'  find  Jim  McOouaal  and  see  if  McDouq»4  vould  meet  with 
is/pri 


was  pJNaced  in  front 
ac  Sap  Heven's 


Jia  Lyons' preferably  '^i.tti  San  pr« 

7:00  p,6.-ish  ^^was  at  Clintcn  HQ's  -  A  n~i 
of  3e  /t.lat  McOouaal  was  waiting  to  talk  with 
offic^. 

I  asked  L6retta  Lynch  if  she  would  go  with  from  H(J<s  t<i  San  Heven' 
offijce.  /Sam  was  waiting  outside  and  took  us  insidA  up^airs. 
McC<iugaJf  was  waiting,  sprawled  in  a  chair  smoking  a\cigirette. 


ii,tr 


I  ijitraduced  Loretra  and  pleasantries  were  exchanged  1   the 
atapsprtere  was  such  that  we  did  not  attemot  to  take  Aot^s. 

1   '  ■       . 

McE«ugai  and  I  did  niost  of  the  talking  with  some  cbsirv^tior 

Sam  land  occasional  questions  from  Lorstta.  / 


u 


Roughly  the  Conversation 


Me  disSusked  that  McDougal  and  I  met  when  he  wajs'  13.  /We 
reaf f ira^edXcur  friendship.  I  told  him  what  I^'really  (wanted  was 
for  him  \o  talk  to  Jim  Lyons.  He  said  he,--*^'sn't  intekested  in 
being  crose-^arained  by  some  high  powerea  lawyer  who  colildn't- 
thmk  as  fais-  as  he  could.  — " — 


I  asked  him  why  he  had  talked  to  the  New  York  Times  reporter.   He 
said  he  was  wor-icing  for  Fulbright  and  the  Senator  came  to  the 
state  that  he  had  learned  when  the  press  had  something  it  was 
better  to  talk  and  simply  give  it  ail  to  them. 

I  asked  about  the  records  he  had  given  Gerth.   He  said  it  was  some 
stuff  that  Susan  had  given  hia,  it  was  only  8  or  10  check  stubs. 
They,  were  in  a  shoe  box  —  hardly  anything  Gerth  had  asked  hia  for 
reoards  and  he  said  this  was  all  he  had  and  haiitied  them  over. 

I  1 
Helshid  he  wasn't  mad  at  Bill  and  it  was  okay  bVNhim  if  he  got 
elected  president.   He  admitted  that  Susan  McDofig\l  and  Hillary 
had  th&ix^-differeneesT . 


He  I  said  when  he  was  under  investigation,  indictment \and  trial  if 
it|had  been  Bill  McDougal  would  have  traveling  around  the  state 
try ing-€3— raioo  def eng»-<nonav     


Hel ^aid  the  only  that  had  helped  him  -as  Sheffield  Nelson  — 
eve^-yone  else  took  a  walk.   Sam  said  3ili  helped  ne  a  lot;   he 
evfen  helped  nie  prepare  the  opening  statement .   McDougal  admitted 
until  the  trial  he  was  very  depressed  and  non-functional  and  not 
any  help  to  Sam  until  the  trial  when  he  got  his  adrenaline  again. 

He  i.-.dicated  that  3:11  could  at  least  rail  him  acout  the  :ob.   He 
saio  he  didn't  need  a  ;ob  and  cidn't  -ant  a  ]ob.   He  indicated 
-~at  his  lather  --  a  -amc:  depressive-  who  carried  t.hem  cac.'c  and 
::rt.-.  feast  zr    iimir.e.  -ad  lait  .-.is  .Tcthar  -ell  zit   mc   he  was 
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(2iJj    488-/432 


0«vidl  S.   Kendall,   laq. 
Williaiu  fc  Connolly 
72S  Twelfth  StraaC,   N.V. 
WaahlBotoo,   O.C.      20005 

Ra:      Madison  Guaranty  Savings   6  Loan  -  Raquaac/for/ 
\        Ooc\immnt.M    fro«  WilHam   j.    «nd   Hillary  R.  /Clirvton 

\  \  /    / 

Dear  oav^i 
\  y 

This  I)ittar  is  in  response  to  our  .-c^Teptiona  discussion  of 
Jlay  10,  1^4 A  regarding  the  docuatencs  »"tgh  y""  *"'■■  pi«n<o..Miy 
produced  an^d^our  request  that  you  produce  docuaents  regarding 
Whitevater  Croai  the  Inception  of  the  invastaenc  vhich  ve 
understand  to  be  1979  through  1982. 

Firat,  I  advised  you  in  our  telephone  conversation  thet 
aitong  the  documents  produced  were  certain  items  which  appeared 
to  be  file  folders  as  to  which  there  were  no  documents  e-closed 
within  the  file.   Since  all  of  the  docuaianta  appear  to  b«  m 
nusierical  sequence  with  no  breaXs,  this  appeared  to  be  strange 
to  ua.   The  file  folders  in  quMscion  are  the  following: 

'McO  Payments  30'   Bates  staap  no.  OKRTiOOSS? 
(behind  ihia  tab  ere  Whitewater  tax  recujbis); 

•Madison  Guaranty  Payments  Tq- DIlIlWsoN 

(behind  this  tab' is  1  page  of  check  stubs  »/ith  no 
account  nuaber  indicated) ;  and 


3. 


■WWOC  Jia  Blair  Plippin  Trip' 
(file  label  only) . 


DiatT400l05 


il  Second,  aa  I  indicated  to  you  in  our  letter  of  April  7, 
Ji,   ve  are  interested  in  investigating  as  tar  aa  w«  can  all  of 
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LESLIE  A.   PATTEN 

Employment  Hjstoi^ 

Pattcfi  McCantiy '^  Aasociatcs.  Inc. 
Denver.  Colorado 
/  ./■ 

I//81  tO/Prcscnt  -  President 

Principal  in  consulting  Grm  which  specializes  in  providing  corporate  financial 
ilanning,  analysis,  accounting  and  tax  planning  advice  to  financial  institutions  and 
)thet  commercial  enterprises.  Specific  services  provided  include  financial 
projections,  tangible  and  intangible  asset  valuations  for  purposes  pf  mergers, 
acquisitions  and  divestitures,  and  analysis  of  accounting  and  tax  impact  of  specific 
financial  transaaions.  Additional  services  provided  include  strategic  planning, 
management  reviews,  market  analysis  and  operational  analysis.  The  firm  also 
psovides  consultation  on  banking,  financial,  accounting  and  tax  matters  arising 
from  business  litigation  and  expert  witness  testimony  on  such  issues  as  i^ecessary. 

Jefferson  B^nk  &  Tnist  and  Jefferson  Bankshares  of  Colorado.  Inc.         / 
Lakewood,  Colorado  --  \ 

ipi  to  illSa    -  President  and  Chief  Operating  Officej^ 
5/75  to  12/74    -  Senior  Vice  Prcsident-Operatioils' 

Omaha  National  Bank 
Omaha,  Nebraska 

11/73  to  5/75     -  Vice  President  and  Controller 
AasQgiiics  Financial  Services  Company.  Inc. 

South  Bend,  Indiana 

n  \\ 

4/73  to  11/73     -  Controller,  Finance  Operations  \  \ 

5/72  to  4/73     -  Zone  Controller,  Northeast  Zone 

I    '^ 
Peat.  \farwi€k.-Mitchell-A-CQ. 

Chicago,  Illinois 

7/66  to  11/66  and                                                                                  \ 
l!2/d8-tcrSy72 — =-€ertifiedi*ubHc-Accountant  and-Aiidit-Staff ' 

!  ,' 
U.  S.  Anny 

U/66  to  12/68  •  Intelligence  Specialist 
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Jamcs  m.  Lyons 
n.  coLONAoo  aoaoc 


March   23,    1992 


CONriOIMTZAL    \ 
ATTORNBY-aLZEMT  OOHMUHXOATIO^ 


Governor  and  lUllsry  Rodhaa  Clinton 
1000  South  (Sanger  Streat 
Littla  RockAxrkanaaa  72201 


Dear  Governor  "^ndXMra.  Clinton: 

Par  your  ra<Tit«at,  I  have  undartaKan  a  raflaw  of  the  avallnbla 
Jactia  and  financial  and  corporate  raoorda  aaaociaCad  with  the 
Whitewater  Oavelopeent  Company,  Inc.  ("WOC")  for  the  period  1979 
Chrovigh  tlte  praaant.  Aaalatlnq  in  the  review  waa  tlia  financial 
consulting  flrn  of  t>attan,  McCarthy  &  Aaaoniataa,  Inc.  Pattan, 
McCatrthy  fc  AaaoaiaCaa  is  an  independent  firm  which  haa  extenaive 
(ixperlence  in  forensic  accountlnq,  financial  analyaia  and  financial 
reconstruction  of  butfiness  operations.  The  analysis  oC  MOC  was 
performed  by  Leslie  Patten  and  Morris  Weeae,  both  of  whoa  are  also 
aertiCiod  publio  accountants.  Under  aaparata  cover  they  have  today 
sent  yau|  a  Bummary  of  their  findings  and  supporting  financial 
stateaenis. 


li 


In  1^79,  WDC  w«a  foraed  by  you  with  Jaaea  and  SuMn  HoOouqal 
tn  dt.valop"^aoma-20iL_aflUi  o(  land  In  the  Ozarica.  rro|i  t^«  avail- 
able recorda,  it  i*  clear  that  ak  a;!  aervrtsi— tiaee—tJie  NcOougals 
or  tiiair  aqanta  ax^roiaad  total  control  over  the  aanageaent  and 
operation  or  the  oorporatlon  and  Ita  Invaetaente.  Your  intaraat  in 
thia  ^i^voataant  waa  Halted  to  that  of  a  fifty  percent  ahara^older 
in  •  aorptff scion.  ITevavai  ,  diet e-ia-wo  •widenc^__that  vou  reOeivad 
annu.,1  r^porta  or  raqular  ftnanolal  auaaariae  froa  the  oorpora- 
tlon'a    a/enaaaaenc. 

I  / 
eraiif^rn!!!^?'^  ^**"  ''*'*.  P*""^ve  shareholders,    you  assuaed  consld- 
•  "-id.^    :„  f  ^'^  r.aponaibility  for  a  oorporation  whoaa  liabilitie. 
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covornor  and  Hillary 
Maroh  22,    1992 
Page  3 


^liaa  CI i  neon 


aoNrrDiNTZAt. 

-CLIIMT   COMNUNZ 


any  raCurn  otlfar  th4n  paymanta  on  loana  Incurrad  for  tha  bana^lt  ot\ 
WDC.  It  la  ^lao  iSlaar  that  throuqhouC  tnla  Invaataant  you  iUcad 
aubatantial  t^araoiial  flnanolal  rJak,  inaludinq  paraonal  liability 
Cor  corporate  loana  totaling  aa  auah  aa  9330,000.  You  and^ha 
MoOouqals  paraonal ly  quarantaad  thaaa  loana  and  ara  atlll  joint  ^d 
savaral  gua^antprs  of  HUC'a  outaCanUlni]  mortgaga  Indabtatlnata  pC 
approxiaataly  $io,400. 


Furthec^anrja,  at  no  tiao  alnca  antarlng  Into  tiila  Invaataaftt 
^ara  tharo  any  guarantaaa  that  you  would  proCit  or  that  your  ii 
aat  would  b«\in 'any  way  "carrlad."  Tha  Caots  oonCira  that  not  Ofily 
waa  tharo  alwaya^  tha  potantlal  that  you  would  loaa  aonay,  you/ In/ 
fact  loat  significant  auaa.  Aa  of  May  31,  1991.  HDC'a  laat  (Ucal 
yaar-and,  youi:  liitaraat  had  a  nagativa  valua  of  alaoat  $59/000^ 
Thla   aaount   ap{iro)iiiiatas  yuur  aconumlc   loaa    In   thla  vanturi 


A  review  of ^h^avnllable  recovUa  has  Alao  ahown  t)Mt,  bauai^ae 
of  bank  atatamentJi  m^^llad  to  you  rather  than  thecefporatlon, 
Inadvertantly  clalaao  $5,133  In  Intereat  daductTona  to  whloh  th^ 
corporation,  not  Ita  aharaholdara,  waa  entitled  In  19^4  and  itasj 
Tiiua,  it  a|ipeaca  that  theae  two  Inkareat  deductlona  In  1984  and 
1909  mity  have  been  taken  in  error  and  a  marginal  tax  benefit  of 
approxiaately  $2,000  aay  have  been  raallsfld  by  you.  Thla,  of 
cuurae,  dooa  not  take  Into  account  applicable  tax  conaequencee  of 
your  aconomlo   loaa. 


Pi 


JHLlda 


aeae  do  not  heaitata  to  call  If  you  have  any  queatlona. 
Sincerely, 
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Jahes  M.  Lyons 

>aoo  iTTM  STnccT.  tuiTt  aooo 
OCNVCR.  cocoMAOo  motot 

003I  •!•  •■«• 

April  10,  1992 


COKTZDEMTIJOi 
ATTORVBY-CLXIirr  COKKUMICATIOM 


Express  Khil 

Governor  and  Mrs.  Bill  Clinton 
1800  South  Center  Street 
Little  Rock,  Arkansas   72203 

Dear  Bill  and  Hillary: 

Enclosed  please  find  the  complete  report  prepared  by  Patten, 
McCarthy  £  Associates  concerning  Whitewater  Developnent.  A  summary 
of  this  report  was  previously  sent  to  you  and  released  to  the  press 
along  witn  a  cover  letter  from  ae  on  March  23/  1992.  I  have  defer- 
redxpending  thi^.,-<JDmplete  report  until  now  to^void  any  confusion 
or  possible  inadvertent  production.  The  only  copie»  of  this  report 
which'  exist-  (other  than  the  enclosed  original)  are  In  my  file  and 
the  confidential  files  of  Les  Patten.  \   \ 

/        /■  ^      ^^^ 

/   Please  note  the  enclosed  coaplete  report  discusses' such  things 

as  the  $9,000  interest  deduction  taken  by  you  in  1980  (paragraph  4, 
page  S)  ,  lot  13  and  borrowings  associated  with  it  (paragraph  S, 
page  5) ,  and  the  sale  of  24  lots  in  1985  to  Ozark  Air  for  assump- 
tion of  the  mortgage  and  an  airplane  (paragraph  6,  page' 6).  None 
of  jthese  items  is  set  out  in  the  summary  report  which  wa$  released 
to  I  the  press.  Similarly,  the  summary  report  released  to- the  press 
di4  not  contain  Schedule  1,  which  details  loans  and  advances  by  the 
McDpug^ls  and  the  Clintons  from  1980-1991.  Accordingly;  it  is  my 
recommendation  to  you  that  you  maintain  the  complete  /  report  in 
strictest  confidence  and  do  not  waive  either  the  attorney/client  or 
accovntant/client  privilege  which  attaches  to  the/enclosed  report. 

SJhould   you   wish   to   discuss   this   matter   ftjrthar,/  or   anything 
else   related  to-^i*hitewater,    please   feel    frfte'^to  con^ct  ae  or  Les 


Patten. 


Sincerely, 
jftmCs  M.    Lyons' 


JML:dB 

cc:      Leslie   A.    Patten 
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JAMCS  M.  UTONS 

woo  iTTM  STMCKT.  9%ttfm  soee 

OK!|MC« 

I304I  •••••»•• 


Bv  Tgl«fax  ind  Federal  Kxprasa 


David  Ei  Kandall,  Esq. 
Hilllaa*  &  Connolly 
725  12th  S^cat  N.H. 
Washington,  \D.C.   20005 


Daar  Mr.  Kendall: 


1 


In  recen*^  weeks,  questions  have  been  raised  cpihcerning  the 
$20,744.65  Xch«pk  #121)  invested  by  the  Clintons  ir^xhe  Whitewater 
venture  in  1^2  i.\  In  the  analysis  done  by  Patteiw^cCarthy\4  Asso- 
ciates in  Mar<^,\992  and  in  the  report  whiph-^then  issuedNfo  the 
Clintons  on  Marvh;23,  1992,  this  »»^""«-  "^^  «:rB<it"*^  *-  Tin-^"^ff*'- 
■ent  in  Whitewater  based  on  the  following: 

* Interviews  and  statements  by  the  Clintons  concerning  the 
^nature  and  purpose  of  this  ten  year  old  check; 

*The  fact  that  Whitewater  debt  (other  than  borrowings  by  Mrs. 
Clinton  in  connection  with  Lot  13)  was  known  to  exist  at  Madison 
Bank  and  Trust;  and 

*Th««  fact  that  no  personal  Clinton  debt  (other  ^van  borrowings 
associatjeld  with  Lot  13)  was  then  known  to  exist  at  Ma^^son  Bank  and 
Trust. 

Yo(4  %^i41,  recall  that  the  report  which  was  ren^reid  on  March 
22,  1992  noted  that  the  analysis  was  iiBitea~"By~^hen^available 
facts  :ahd  incomplete  or  unavailable  records.  You  have  \recently 
provided  me  with  additional  information  which  was  not 
known  t<^  us  in  March,  1992.  Specifically,  you  have 
with  cex}tai:fl  bank  records  from  Hadiftdh  Bank  and  Trust, 
checkbook^ register  of  the  Clintons  and  documentation  (including 
real  estate  contracts  and  deeds)  for  a  house  in  Hot  Springs, 
Arkansaa.j  According  to  these  records,  the  President  obtained  a 
persona  1-1  loan  from  Madison  in  the  amount  of  $20,000  in  1981  to 
purchase  this  house  with  his  late  mother,  Virginia  Dwire.  This 
loan  %ras  repaid  to  Madison  Bank  and  Trust  in  February,  1982  when 
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David  E.  Kendall,  Esq 
Williaaa  &  Connolly 
March  22,  1994 
Page  2 


the  Presldei>t  sold  his  liJterest  in  tfie~ho«a^  to  his  Bother  and  her 
new  husband",  RlcharcJ^Kalley.  Additionally,  yoji  have  informed  ae 
that  while/ recent^yrevlewing  his  late  mother's  biography^  Leading 
With  My  ^eart  i^specially  at  page  239),  the  President  had  his 
memory  jdgged  and  remembered  this  personal  loan  and  purchasing  the 
house  with  hi^mother.  Accordingly,  the  investment  of  the  Cantons 
in  WhitWwater  is  overstated  by  $20,744.65  plus  related  interest  in 
the  amount  ft  $1,500,  for  a  total  of  $22,244.65.  The  Vinreturned 
investment  made  by  the  Clintons  in  Whitewater  through  fiscal!  year- 
end  19911  should  be  reduced  accordingly  to  $46,635.75.    \   1 

Based  I  upon  the  foregoing,  it  does  not  appear  that  any {addi- 
tional Itax! liability  is  owed  by  the  Clintons  for  1981  or  1^82  in 
connection  with  this  lake  house  transaction.  The  Clintons  were 
entitled  to  deduct  the  interest  paid  as  personal  interest,  ^nd  we 
have  been  told  that  no  gain  was  experienced  in  connection  with  the 
sale  of  t,hi4^  house  to  Mr.  and  Mrs.  Kelley.  /   / 

I  havne  reviewed  this  matter  with  Leslie  A.  Patt^  of  ^he  firm 
of  Patten,  ^ac'Phee  &  Associates  and  am  authorized  ^  state(  that  he 
concurs  withXthe  conclusions  stated  herein  based^xrh  this  new  infor- 
mation.     \.   \  ^^^^^^  ^ 


nfcWl 


Any  other  nfci/ly  discovered  information  concerning  the  report 
which  I  issued  or  the  analysis  performed  by  Mr.  Patten's  firm 
should  be  brought  promptly  to  our  attention. 


JML:dB 


Sincerely, 


James  M.  Lyons 
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DATE 


MEMORANDUM 


\ 


November  4.  1993 
//James  M.  Lyons.  Esq. 
Leslie  A.  Panen  lyj^ 


Whitewater  Reconstruction 


\ 


\ 


Per  our  conversation  of  November  3,  1993,  the  following  summarizes  the  ^nethWology 
we  utilized  in  preparing  the  reconstructed  balance  sheets  and  income  statements  for 
Whiqewater  Development  Company.  Inc.  | 


It  should  be  emphasized  that  our  work  did  not  and  could  noyconstinite  an 
audit,  review,  compilation  or  the  application  of  agreed  upon  ppocedures 
as  those  terms  are  understood  within  the  accounting  profession.  All  of 
those  tasks  represent  attestation  to  work  product  prenired  by  someone 
else.    In  this  instance,  we  attempted  to  reconstructyfmancial/statements 


from  source  documents. 


/ 


,s  we  have  previously  indicated  to  vdu.  source  documentation  was  not 
vailable  in  many  instances  and  we  had  to  utilize  the  next  best  available 
documentation  which  was  represented  by  various  accountants'  workpapers, 
correspondence  and  tax  returns.  However,  these  too  were  incomplete. 
Accordingly,  there  were  many  instances  in  which  we  used  our  best 
judgment  as  to  whether  to  include  or  exclude  items  in  the  reconstructed 
fmancial  statements. 


3. 


The  fmancial  statements  that  we  reconstructed  took  into  consideration 
monies  paid  by  the  Clintons,  the  McDougals  and  others  that  had  not  been 
reflected  in  the  accountant's  workpapers  or  the  tax  renirns.  For  example, 
the  balance  sheets  we  prepared  reflected  the  notes  receiVable  arismg  from 
the  resale  of  the  Ozark  Air  lots.  This  was  done  because\we  reflected  the 
full  liability  of  the  underlying  mortgage  note  payable.  In  addition,  the 
mcome  statements  we  prepared  recognlzed~the~fQirproflt  on  all  lot  sales 
when  the  sales  occurred.  For  income  tax  reportmg,  the  profits  were 
deferred  and  reported  on  the  installment  method  as  is  permitted  by  the 
Internal  Revenue  Code.  Accordingly,  there  are  differences  between  the 
financial  sutements  we  prepared  and  the  information  reflected  m  the  tax 
returns  due  to  a  difference  in  ihe  basis  on  which  the  respective  documents 
were  prepared. 
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MEMORANDUM 
James  M.  Lyons^Es'q. 
November  4,,  1993 
Page  2     /•' 


In  summary,  it  shpufci  be  acknowledged  that  die  assigned  u§k  was  to  undersund  what 
moAies  had  be«i  invested  by  the  various  panics  to  this  business  venture,  what  monies 
had  been  received  by  the  panies  and  whether  or  not  the  business  vennire  made  any 
money.  Given  the  limitations  imposed  by  incomplete  information,  we  are  of  the  opimon 
that  thC/reconstructed  financial  statements  are  a  reasonable  representation  of  the  history 
/of  the  .Whitewater  busmess  venture.  \ 

\ 


/       / 


/ 


r 


\ 
\ 
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Redacted 


^    •ry<  v^-     f^ 
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He^^^^"^ 
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^C^-^  s^Cvl-t.Vfaj'u,     ^  faK^l  Aj^l<o  gjjjd^h 
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SALTILLO  HEIGHTS 


A  DIVISION  OF  —  ROLLING  MANOR,  INC. 


PURCHASER'S  AGREEMENT 


I  lOLUIlC  UMOI  IIK  .  kofiairiir  ciMK  "XUEI ",  aiK 


WHltUi.  iUltt  II IIM  nmi  il  thi  l|U«<m|  <<ici>b<<  «r>tti(t  lilmltl  in  Fialtnif  CMnli,  titiaui:  Iml  llaa»a>         74  X      MIUU  Hii|Mi  Ellltll  ai  itltiili<  br 


I  aljl  tl  ta/4  iub4ifiii«ii  lilftf  vil^  (^<  9(«9*f  ■ulkvniitl  af  t«i4  fWfilr. 

imiiiu.  ituEi  nil  iMi  Uf  imtmtt  la  i<ii  »<<  rntni  ii  tVTd  dm*  iim  un 


\ 


l(»i|'««i  It  Ml  UUCI  Itf  III*  triH'lt  Ika  im 

^LFvrK  .Thousand  Foim 


-    -      .  -     -  iii4  CMtfitiani  hiiaiHattar  upttitti: 

<  •(  lit  tiuluil  inoaali  Wfiia  ta<  Ika  m>»i>i  •>  >*•  iiik  laai  kaciiiuNa'  aitaliMal.  i)u  iMlaani  a(iaw  at  lailam: 


nimmrn 


. oaiiaM »  1  ]  .dnn.no 


a( .»,.» iuTii  h..  a..i  I 400.00 

I  lllOOO.QO  „,..„., «, 


.  itih  la  kaa<.  Ika  itcaiM  al  whck  ii  kaiati  tcla«rit<|a<.  ta4  kti  titiala<  aaa  Mia  al  a 
iia  iiaa  ha*aat.  aaa  aaraWa  actaf4iB|  la  Ika  laiaii  Ikaraia  tal  Iwlk. 


laaca  a<  Ikii  KltlMUT.  a»<  il  lUtll  aalaalli  la  Ika  laiaiaM  al  aai  lailallaiaal  tl  »<IikimI  aa<  itiaraal  la>  a  >anW  al  U  <ait.  a>  lalla^a  Ml  a 
iiaaca  traaiiani  iliaB  «ua.  SIUEI.  al  ill  atliaa.  mt,  ailkai  <iilaia  Ika  aaliia  <akl  xlk  lalarail  <iia  aa4  Miakla.  ai  iauiii4  Ikii  l£IE(MEin!a>4  ia  lk< 
all  Mi<  k|  IVIEI  ikall  ka  lalaa  ia<  ialaiaa<  b|  SEILEI.  tal  11  a  laaalli.  k>l  at  laal  al  Ika  tiatani  a«4  Ika  lalaliaa  al  Ika  tartiai  Ikaraallal  Ikall  ka  kkal  al 


_  ati  maalk.  1-4  iktrivMa  StlUI.  allai  aal 
rraatftf  tmna^tilali  taacaaWa  Hilaiiian-  Ha  aalai  ta  Ika  aiirtna  al  mi  a(  Ika  afhwii  kafaia  cmiiIim4  at  a  a 
liaia    t4l  Mlicaa  ^aamiaa  kaiaia  aiii  ka  nati  k|  ait.iuri  mail  iMiaiiK  la  lUIII  al 


Mai  4aaaa4  Mtiaiitan  tl  Ika  »fa«aH|.  aa4  feUTEl  a||i 
If  tl  lack  M|U.  kiH  umt  mti  ka  aiaiciia<  af  all  lattt«nal 


.1  Ika  raM.1  al  1        150.00 
il|  viickWi  Hitoiiw   fU  dilif  tit 

QFFtCE  OF  niE  ATTORNEY  GENfRAL .  LITTLF  nOCK .    AnK^K^Ar, 

aniail  SlllEI  ka  l^liliat  >a  anliai  tl  a  lukiaaaaal  cKan|l  al  Itaiail 

4  I^Jaaiaiaal  al  Ik .a  <ikl  ailk  lalaiiil  .K.a  t.i   la|illii>  ..Ik  ill  laiai.  ■iiiiim.>iii  mi  ,.i..i>ti  aiaxiaaii  taa  ka'iaKai.  JUKI  .ill  it>fi|  li  lUTEl  lia  a 

(ilcMkit  liaiaili  >;  Haiiaali  Oaat  iM  aill  larank  aa  UiI'kI  al  Ilia  laihliaa  la  Ika  ana  al  Ikii  l£l((lllir  ikMiai  aiaicualaMa  una.  «  laiaiik  0>aa/i  Hi'l  f  K" 

i  II  il  ai\lalll|  aitaal  Ikal  M  latraiaalaliaai  •kallaaiai  aal  >aiar>a'ala<  kaiaia  ihjil  ka  kia^iaf  aa  ailkai  kaili.  aa<  Ikii  Ikii  tUEEMEin  Iktll  aal  ka  / 
kaiaallai  aifial  la  ailliBi  ii|iHa  k|  kalk  Hn>ai.  ? 

I   tkii  ICiUMdn  lyil  aal  ka  lall  liaailaiii«  a>  aiit|>aa   aa<  ikall  iai4  t>wail|  ka  laaiil.  xlkMt  nillaa  itaiaal  al  UlLEI.  ari  la  Ika  atta^  al  aai  lala.  iili|aaiaal. 
Iiaailai  a>  laaiWilktol  afillaa  laaaaal.  SEllEI  ikall  kiia  Ika  ii|kl  laaiaiiiia  Ika  akliaai  ka>a<a  kalaia  »>a»<a<  la  raiafiaM  I  It  Ika  ataal  al  a  laM.  Iiaailar  a<  alii|aaiaal  al 

I  KlllllEin^ilk  UlLEI  S  aiillaa  laKlaal.  Ika  iiii|aaiai  |iaalaa  ikall  laicaal  la  all  Ika  ii|kli  aa4  liakililiai  al  lUTEI.  acct><ia|  la  Ika  laiaii  lllka  aii<|ai«aa/ia<  caaiaal 


la  ka  allackat  kalali 

}.  lUTEl  Ikill  m  laairail  «f  painl  •Ilia;  aa«  Ikall  mail 

Maialaaaaca  aafk  la  ka  tailaflaa^  al  Ika  call  af  Ika  ll/IEI 

I  lUIEI  aitanlaaial  iiiaitl  al  a  <a«|  al  Ika  lill  al  kilaiaaia  caiiriH  Ixkiacl  f  ata'li  ahiik  k|  >ali 
1  II  II  aialailli  i|iaa<  Ikal  SEtlEI  lalaitl  III  aiaaial  i<|kli  la  lakiiil  kiatadi 


Sa  t'avarll  >*  ai  |aa4  can^iliaa  ai  al  faiaal   I^m  aai  lailafa  la  la  aiaiafaia.  UlLEI  (aai  f 
aiatfa  a  tail  ka^aa. 


KlfllEB  a.,  kiaai  iM  laali  a«  IW<  2Sth    a,,  ,|  JAMTJARY 

AtiitiiRt  S«c(«anr 


^ 


"^o<gl 


<<.  \»X 


Piaiitaal  UlUI 

lalliai  MaMi  I 


I  INSTALLMEffT  NOTE 

t  11  I  OOP.  00 ,„ll.  lack,  blaaill  J  A  WARY     1\\  ,  Ik    77 

la>  lalua  lattnat.  I— «a  kitmiia  la  ti|  la  Ika  a«ai  el  lOlimC  IIWOI.  I«C  \      \ 

al  UlUOELTKIk.  MkWIMJ.  Ika  lan  tl  CLEVEH     THOUSAND -  — \--^- OOIUIS 

I         \  \ 

n  11  .000.00      I  nik  laliiail  liaia  <ala  aalil  taa  al  Ika  'III  al  B       Nxaal  tar  nnm  aa4  Ikaiaallai  aMIl  tai<  al  Ika  lali  tl  It  tv<"<  ••>  aaaaai. 

I  \ 

ttiaMa  ai   alltwi   ••  lailallaiaal  al    OOllMS  H         155.51 )  <„  ,,<  ,,„kla  aa  a>  kalaia  Ika  III  lai  tl  APRIL  H_Z2_   aaa  aa  .a 

.,.„„„,  ^         ONE    HUNDRED    FIFTY    FIVE    AMD    51/100 \     joiuii 

(t Wt)^  '^i.  1 1„  ,,^  taiaWa  aa  kilata  Ika  III  <i|  tl  aatk  iiKtaa^iai  aitalk  Ikanaltai  aalil  Ika  lall  aMaal  tl  iMarail  aa4  laiaaital  >i  |i<a  <a  1^1   Ika  1 

ilallmtal  ihall  liril  ka  attliat  laaait  Ika  faimani  al  •aliiail.  int  aail  la«a<a  Ika  ratMliaa  al  Ika  t«ia«tal   Hii  Hala  11  aiicalarf  la  caaaaclia*  ailk.  if*  ii  aii 
kftaaaiaal  W  aiaa  tala  karavrlk.  atMariai  akaia  la  akick  'ilaiaaaa  u  aaiaki  ma4a.  kalvaaa  Ika  laaia  tul'll  kafaia.  lai  Ika  lala  t/k  Ika  9<a»af1|  4aiciikaa  Ikiti 

ikaaia  <f  Hall  ki  "a'l  la  Ika  tainaal  al  lai  lailallmaal  al  t>'«'>al  at  lalarail  laf  a  tai>a4  al  M  aiii.  Ika  aalira  <ikl.  xlk  <alafail  al  Ika  lala  al  10  tafii 
tail  Ikall  Miana  laa  aa4  taiakia  al  Ika  af liaa  al  Ika  kaltaf  kaiaal  Tka  aialaidl  in^  aaaaf iai(l  I  aaiia  aalica.  tfai«aa4  tti  tfaiaalaiaal  %M  laaiaal  Ikal  li«a  laf  tll*aal  *ai 
ka  ailaatai  ailkavl  aaliia  Ha  aalai  la  Ika  aiafina  al  Ika  atliaa  al  iicaliiiliaa  ikall  ka  itailiaat  1  aaiiaf  al  lack  fi|kl.  k'l  'I  au|  ka  aiai<iia<  al  aa|  lakiaaaaal  liiai  <aiiB| 
talaall    klakl'lil  ikall  kaia  Ika  M|ai  la  tai  la,  ai.llitli  al  Ika  .ailillmaal  al  af,  iiulillmaal  taiaiaal  <ila 

ADDRESS: 

i) 

Kini 


LP    01547 


1370 


Ilillarr   P.odh«n 

i     \ 
18pO\Center 


@[1[K^W0© 


©K]  ©5\[?acaHJ9®'jMj!9®'raaAiM©[i^ 


1371 


©®lta[^D©[IK]¥llM^-^F^©{sXl^       ®V  *irin)[ 
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1979  FEDERAL  IHDt'/lDUAl  INCOME  TAX  RETURN  FtL IfIG  triSTRUCTIOtlS 
J<!0  A  -  1979  INCOME  TAX  RETURN 


Payment  sched>i^ie: 

Voucher  fl  -  Due  ApKl  15.  1980 

Voucher^  f2\  Due  June  >6,  1980 

Voucher  (^3  ->Oue  Sept.  TK  1980 

Voucher  lA^'^   Due  Jan.  IS,  ^ 

"The  Internal  Revenue  Service  will  not 
voucher  should  be  signed,  dated  and  ma 
«r  money  order  payable  to  "Internal  Revenue 
estimates"  and  your  social  security  number 

Each  voucher  should  be  mailed  to: 

Internal  Revenue  Servics  C 
3651  South  Interregional  H 
I  Austin,  Texas  73301 

Your  estkml|tas  of  .1980  Income  Uxes  a 

contact 

revised , 


islU  your  income,  deductions 
I  A  necessary 


1373 


CO  "or  Si*ri.c  OB  wnrte  im  niis  Ane^ 

STATE  OF  ARKANSAS 
INDIVIDUAL  INC_0MEJ:AX  RETURN 


■n  1979 


1374 


K]®1D: 


CONFIDE 


nm. 


1375 


corit!^^::^^ 


1376 


Aaiult»4    (riTll    Incom*.    SuBliacl    lin«   JO   Ifom   lin<    22.    If   th'i   <•"•   «   l«I<    r>>»<i 

110.000.  m  ptfe  2  of  Iniiruclioni   II  fcu  Mni  ms  le  ri(ur<  )raur  lai.  m  ptf*  4 


1377 


^sS^^ift-^'  "^^^  iri^ll^'W^  ^0^  W^ 


@[l[SWO©[i@ 
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Schedules  A&B — Itemized  Deductions  AND 
(rermjfiiOi^  Interest  and  Dividend  Income 

tllJcK  U  ffx  IIHa      ►■    t«t  UilKCImi  III  S^^t<«l«^  •  »•«  •  ('••■  I0401. 


@[1(^W0©[1@ 
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Schedule  B — Interest  and   Dividend   Income 


rerm  I0«0  tOOM 


«  tfn  •u««r  irt*) 


MZ/r^r:     /?   i^-xr/A.r,, 


Towr  Bf»cJ«l  tvcurtly  nu 


rest    Income 

o#e  Iii3n  S'lOO  in  -ninvstTcontpJcia  Part  I  and 

e«  page  9  o(  Ihaiwttfuciioni  lo  Tind  out  what 

Thtn  3nv»wt,»f(e  auniioni  M  Part  IM.  b«ioiw. 

nlerest  a$^  notnmee  lor  another,  or  yoo  r«- 

•rnt  on  sccvrriies  transJctre^  be- 

datn.   pKai*   <«   pa|«    18   al   the 


lj^|,^4ttJ   DiTJdgnd   Income 
3  II  you  fceei^ed^ore  than  S^OO 
captlal  fain   disttitiulions)  and 
cempfela  Part  II  and'ParT  III.  Pica 
Bona.  Wnle  (H).  OVl.  o? 
or  iointly.  Then  anfwer  Ihe 


crnt  dividends  (Indue 

•  r  dittribuhont   en    ttoc 

Me  Dane  9  ol  the  injlru: 

I.  'or  ftock  held  by  hutCand.  m>i' 

-  Part  III.  below.  If  yo 


"^pi^TnUII'  '■!    Foreign    Accounts   and   Foreign   Trusis 
.^fYQU  are  required  to  lilt  InlemI  In  Part  I  or  di«^ends  in  Part  11, 


•  tee  pa 


ne  aunnj  the  tai  year,  dtd  you  have  an 

Inlfffst  "O  o*  a  tisnalurc  or  other  authorilv  over  a 
bonk  accounL  secuniics  account,  or  other  Gnanoal 
account  in  a  loreifn  country  (tec  pace  19  ol  intifue' 

tlon»)»  

w...  yoli  Ihe  cranior  ol.  or  irantfcror  to.  .1  fore^n 
trull  -lich  eiiiicd  durinc  the  current  |a>  year. 
wn.ihir  ir  not  you  have  any  beneficial  inlereei  In  ar 
"  "'e'"  r>u  may  have  to  nie  Fonni  35JO.  3STO-A. 


7  Toljl  (add  nnei  S  and  6)  .     .     . 
9  Divvdrttdi  bcforr  eicHriion  (lubrractl 
7    (rofn   l*ne   4):   Enter  h?rc   and   on   fo 

I040.  nne  10a y   \ 

Mo4r:  If  row  cao«laf  c^***  diiinbutroni  fot  (.%*  y 

m9*f  catni  bvfort  Mov.  J.  1978,  arnS  yov^o  not  nmtil 
w*m  O  ro  rvoorf  amf  fa«<n  ot  loittfldo^of  r*'*  it>i     X^ 
•le    Mtfr-td.   «n|»r  ffir  l«i«b'e  p#]t  of  rour  cj^  ■•^* 


lflEig"ia^'^-p#- 


®Q0  @^If9B^Bd@  ^\GS[o)  [^D 


DM, 
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Uiiderpayiiient  of 
Estimated  Tax  by  Individuals 

^   S««  Initrucllnfii  on  back. 


CONFIDENTIAL 


1381 


Instructions 


(J)  If  rvu  < 


w  (f).  go  Id  TkI  II.  l»cfp»to«t       e****'" 


I9>S 


but 


^^mmnlt    «o«*l   Wr   ■acvvtf    lfi«    lai    du 
1978  t»«c»w»«  wK>f*t   HT9  fBin  (ii*ci* 

I.  Tom  mwll  tfS«  Ult  0«»»o«»l  < 
tor  Ifn  bvi  vt«  n*«  elAtr  f* 
fwjr  197*  f«lv»»i. 
Ucraim^  J.  T.t  ••  *i-..llm«  1979 


m»Tl  »»^  •'  "*•  tntv**9f*  

Pd.    pi    lo    PM    111.    >*.-   to  •    C»C.B1*-    3.    Itt    m>    1971    ln<.m.    Ulln| 

ri»r.  IK.  r,-«tT.  •'»'»  *""  *^  t.— ^-"1— n-i  .k.bc.oo 

c  M„   T.   r.r«T«,r   u-*.r,.r-.-i—      •»*'«  "  '~'  ""  -"— *«-t  "«<  ....~..<i 

Ihraut"    tT^<»-IUH  1.  Th«  — 
Of   fh*?**   H»»-l  ^f*  1 

111.11.  r«iiOT.  u>«  i 

>«••   I*  *f>4    IS. 

•  U«w  M T«w  mn  tr*.*  tt*«  .wmwwt  ml  )<*- 

riCA/RRTA  I 

•"  ••""  ••  »•*  »»•••.«  pjTt»."»  ««!.«■  -         p^rmmn  «ii.l  «r  went  «0  p.nm  •(  li>«  ■•« 

•  U#»«    IS.-^-tfHpr   B*^   ••■rpjimflnt    ifiUBK        (iwii^^n  iii)  fT^\^ir~  tfl  r~  irl —  ~ •■■— ^ 

«n  ■!>•    17  IIWI   H  mot,  llun  .11  .nlt.r  w^w-        fc,„,„    ,„    |»r«id.  ,(n»T,    J.mMTT    1.    1979    10 

p»r"««»-  u»m  31.  U.T  II.  (T  Vrn<  31.  1979.  To  (Ire* 

i^tn^tM  dvo<^      ^j  .K«e»i^.  e»m»<«»  ».  -»>k«^»M  b.n.- 

*flKA  •   tint   ■"»    "«  bmM:  i(  Sm  (  W  !#>•  l*CTeUo<i  I  (».«•■ 

j»«»  c».»o«l.llo-».  If  T«"  <*»«  T"""  "«""  •*»---^»«»  It   JI.OOO  Imi  W   i{ll/n  , 

pm^  no  ».ui«.«  d».  »T  Jtrx—n  Jl.  1»*0.  T~       i^w^rth^U  U«   ."^   .lUlB.lmf   tMM   (^.rt    IP. 

m^  csmd.>  u««  b.l«<c.  »Md  at  •!  J.«Mrr  H-       ««,  |>)  j.,  im  um.  »«^«»  V.i  .1  I..II  «00. 

■Mot  7»i  >>nW  ««  .-•  •  ».*»'lr  (»■«"  ''  •"• 

17,  F»f  I  »**^  w»  .«dw».TW»Vl). 

•  f .«..<««. N;  T..  ».  1974  (««m.  Or./ 
PnnMs  W  J.  5.  .**  •  Monl/it.— Ym.  .»r.ooon 
apdln  K  7«<r  197?  U«  o.T"™«»^««»l  •»  •■■ 
end  90  ttntM  •<  Ul*  lu 

bwl  ndud>v|  »"T  minimum  In)  on 
lr»m  y.n.    1.   197B  lo  M. 
Jl.  Mrr  31.  dr  A«|.   Jl.  >(979.   FolU 

(1)  Htu'.  yov 

1979  lo  m.  .nd  Ol  M.rcA.  U^.  .<  Au|y 

(7)  r.fur.  7W»r  Ui  o«  .Kl>Vmounl  ^i  lAouf  n 

■  ••<  t»«  .OIK.  I9'9  I 

MW.:   If  7«  (.ooW  7ICA\-.t.l   ^"tf 

omdfer*****!!    u*c*m«.    fifi^. 
I«.    for    «KA    9.rfdd 

t23.900  rMvcd  »r  ro""  "•!•<  'o'  l".: 


1  Aclu.l    Icif  .fnolvy**.*^!    f**eo«n. 

2  .   Um.l 
b   Actu.l  oaf. I   iuMkI  Id  riCA 
C   Aniiaalttalidn    8fti«wnl« 
d  Mtlltdlf  lln.  lb  by  fix.  2c 
«    Stf  >t/ic1    lln.    2d    from   lU. 

3  M»l|t  >l»  |tn.   I  »r  Krid  2..  m^^o^„„  „  mall.>.  br   0«l 


w\ 


COm^rt^ENTlAL 


@[1^WD©(1@  \ 
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Computation  of  Investment  Credit 

►•   AllathJ 


@ 


to  t4*ct  th«  proviuoni  of  lh«  sp«an«tt  esdft  ««ctlo«t(t): 

or  b«»jc  and  molclitng  CSOP  porctntJCi  undvr  stctton  48(n)(l)     .  .\. r^ 

tmant  to  lOO*;'*  for  cirtam  commuttr  hifrrwvy  v«hicJ»s  undtr  tvction  46(cJt^) Q 

svction   4fi(d)    fry   all   qualifivd    progrni   cupanditurcs    madt    in    l^«   tai 

-.-^-^-.-.-^^.— V  •  •  -n 

tWa  invnimtni  In  ntw  sf  u>*4  pr^Dirly  tcquircd  or^b«ttrucltd  (nd  pl<e*d  m^irvict  durin| 
i|rni  <iptndilur«i  m*d«  dunn(  in*  III  yttr  and  cmrtMt^oi  la>  y*«rs  <nd\b)  quihfitd 
f.  Sm  in<  intuuetioni  lor  Un«  l(i)  uiraufn  J(j).  ^\  \ 


on  c>n>in  thips,  cAkIi  ihti  block   ►  Q.  Sm  iniinieUonXTor 
fy  madt  by  a  oartntrship,  ciiaeo.  Uust,  imtif  bmlnen  ebfi 


for  daiailt. 

'poratron,  or  1 


Tai  LJabilitjr  Limilalion»,       \ 

11    (a)    IndividuaU — Enlar  arhoOnI 


I  Form  1040.  Iin*  37.  paft  2  . 
(b)    LilJIti  and  Irulls — Cnlcr  amouni  Irom  Tarm  1041.  Una  27,  paga  1  .      .      . 
(e)   Corpcalioni — Infr  amount  Irom  Sclirdula  J  (Form  1120).  Una  3.  page  J 

12  (a)    CrMit  lor  Iha  aldt'ly  (indlviduali  only)  . 

(b)    Fot»>«n  ta«  crrdil 

(e)  Ta«  on  lump  turn  dutnbulion  from  Form  ^972  or  Form  S544  . 
(d)    PoilalS'Ont  corporation   tai  eradil   (cerporalioni  only) 
(t)   Sactfon  72(m)(S)  penalty  lai  (indixduali  only) 

13  Total — Add  linct  12(a)  tnrou|h  (e) 

14  Subtract  line  13  from  Una  11 

15  (a)   Enter  smaller  of  Im*  14  or  125. OCO.  See  Inilruclion  M  for  special  l)mils.  (Married  ptnons  filing 

aejoijiiiiy.  coniroii-a  corooraie  ii'oupi.  estates,  and  Iruju.  leeiniiriiction  for  line  15) 

lll.oj  11  IS  more  man  i,ne  I Sla)  and  you  ale  a  1979  calendar  year  laipnyer.  enter  60*'.  of  Itie  eicess 
{t\  »dur  lai  >ear  enos  in  1980.  enter  70",i  of  in*  eaccas).  (PuUic  ulililiea.  railroads,  and  aitnnes. 


Illation— Add  lines  ISfa)  and  tb) 


©@ too^IIOT'OM^-.BtJ^b^^^'lVif  Mil  KIT©  irl^Mll' 
K]®fU)@l  ©(2)[Ji!flQ!5]0inni  ®KI  ©^^KllJSDIJg®  ^(0)  [FOKlMated 
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CONFIDE! 


©[1[SWD©[1§ 


/ 
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«KiaC  ir«n>  ie<oi  i«'« 


c...  2 


SCHEJ 


oil  of  Goods  Sold  and/or  Operallons  (See  Schedule  C  Instnjcllons  (or  Part  I.  line  2) 


Did  you  c|"<7'  *  deduction  ler  tiprnies  cennKKd  with: 

A  tniiniinLtnt  Itciliry  (boat,  rtiort.  r»nch,  tlc-jf  .     .     , 

■  Uvlnf  jac^ommoditloni  (tictpl  •mploytM  en  builntlt)r 

rii  or  mKtinta  you  or  jrmir  tmploym  •litndid  euttltft  lh«  U.S.  or  Iti  poitonlonir  (Sm  Intlnictl^ 
O  lmplo|r»»i'  ItmiUn  •(  eomr«nllem  or  matllnfir 

"  "yti."  *»\rt  any  ef^aia  cowvantient  or  rnattinia^utaidf  thai 


,ia-|^-^bis:ia^ 


rm^O*fKt     nr»-o_£f>»^f 


g[l[^WD©[l@ 
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SCHEDULE    D 
(FQHa4piO) 


Capital  Gains  and  Losses  (Ciampm  or  pmetttr  to  bi  npormi  on  thti 

Schrflul*  »n  filni  and  leaus  vn  itocka,  bwMi.  and  sunllar  iiKmlmtntj.  and  faini  (but  net 
lotieir  on  personal  asielt  audi  aa  a  homo  or  lawalry-) 

^   Attach  to  rorm  I0«0.  ^  So«  IfislnKlioni  lor  Schrdula  O  (Form  1040.) 
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44   Sjblr^ct  lint  4]   trrim  tnm  42 


elt:  \Tht  jmounf  en  fin*  44  It  rh«  pwri  ol  jrour  rong-Urm  cjpitj/  foti 
I^UIII-!L*!."  !'°!r.t"^'  *.V""1?^  J'Ur  19^ 


giWJKIlEIIJHtlR.N-'ETiilfA'!! 
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SCHEDULE  TC 
(Farm  1040) 


Tax  Computation  Schedule 

K    Arlich  to  Form  1(M0. 


2  MulUpty  SkOOO  by 

3  TauWo  l^como.  sj' 
Scn*dul»  or  on*  o'  ih^ 

4  Incomw  U>.    £nt«r   tf#   • 
rn   Fojin  472S.   All/  fn( 


/f  ypo  ar«  included  in  one 
group!  below. /you  MUST  ilemize.  I' 
you  mujf  ileniize  md  the  amount  on 
Schedule  A  (form  J  040).  line  40.  is 
morelthjn  y*ur  ilemizfd  deductions 
on  Schedule  A.  /ine  39.  cou  muji  com 
pletelPtrt  II  before  figuring  your  tix. 


You  MUST  ilernite  you'  dtductionj  if: 

A  Ypu  cm  tx  claimtd  ai  •  dfotndtnl 
on  youf  p«f«»^5'  relurri  and  had  mlrresl. 
dtvidrn^t.  or  pfher  unaarTT»d  locoma  ol 
Sl.OOOer  morf  and  had  e»m#d  inconia  of 


in-tf  JZ.309 


1    tnler  ihi  amount  froi 


form    10<0.  lint  31 


11  or  *.  vnTrr  a^.juu;  ■ 
3.  anitr  11.700  .      .1 

3  Entar  ih«  amownl  lro>r  Setiaduia  A.  Imt  39 

Caution;   It  you  cwn  bm  h»ifr\td  af  a  d»09ntltnt  on  your  partnti'  ittvrn,  tta  tha  Nota  aboy^i 
you  cnack  trit  !»<  balow  lina  33  ol  Form  1040 

4  Subtract  Una  3  Irom  hna  2 

5  Add  llnaa  1  and  4.  Entar  twra  and  on  Form  1040.  lint  34.  (Laaw  Form  10^0.  Ima  33  I 
tha  inilruclion  to  lublracl  hna  33  Irom  lina  32.  FoMo»  tha  ml  ol  ll>a  inttrucliona  lor  Fo 
l.ne  34  )      .       . 


The  eiample  below  may  help  you      J 2  300.  h 


(o  complele  Pari  II 


viduai.  n  claimed  »%  a  deoendenc  on  it<i 
Da'antt  ralurn.  Walter  a  adiullad  aroai  in- 
come. Fo'm  1040  lint  31n  H  000  01 
th.«  amount,  tt.500  "Jl  extofri  mcomf 
Irom    a    jummat    lotj    and    J2.500    wai    un 

earned  inco"»e  li«ai  tie  lecewed  i«  a  bene- 

liCiary  of  a  ItUtI  BfCJirIt  W.Uff  „  h,,„r 
tu»n   anc^ 


TC.  wallar  k 
daductiont  a 
ifis  titan  IDI 


u«a  Part  II  ol  Schedule  ,    .^ 
>   that   h.«   loi^il  .lamiiad  , 

uni,    JSOO     S.nce   lli.a    >i  ^   '• 
nad  ■ncon.a  (J1.500).  ha  a 

rtoea    not    ha»a    to    conioiala    Schaduia    A.  3    Eamad  .n 

waller    aniar,    J2.300.    li.e    ra-o    h,-cv,l  ^  ,^, 

amount    lor    J    fingle   indiviilu.^l.    On    line    2 

ol  r.i.t  II  .ind  lilt  e«<n-»1  .ncoiiie  on  l.ne  3.  '    '^''''    '""" 
Me  comolelet  Pari  II   ai   $lio«»n   heln»'  .mil  and  on  fo'i 

enl»n  the  toMI  ol  »4  flOO  on  fo""   lO-IO^ 

|,„.    3i     M-    Ihen    lieiirr,    1,.^    |.i<    nt-'e    Hie'  Note:  If  W.I 


u»n  anc^  lips  une.rneO  income  ol  J I  COO       !•'  T.it)l-i  a«  etolain.il  in  me  inti.uclioni       moie    than    h.i    ea> 
r  more  a<^d  eifned  income  ol  leit  man       lor  Imei  34  and  35  on  oJae  12  con.oi-ie  Schedui* 

NFIP 


CONFrokNTIAL 


SCHEDULE   D 
(Form  1040) 


1388 


Capital  Gains  and  Losses  (Cumpm  a  pnptiv,  to  b*  rtport*^  on  ihi« 

ScAtduM  art  !*■"*  <"d  lo***«  en  itock«,  bond*,  and  iiniiUr  investments,  and  §*■"*  (but  not 
loMcs)  on  pcnonal  asaou  sucti.a»-*-liuiiia  ui  iokiIiii.X..^ 

^  AtUcit  to  farm  1040.  ^   S««  lnstnjctiohi~1ac  SclMdul*  0  (Form  1040). 


Namc(»)  «s  Mio-m  on  Form  1040 


Short-term  (^pital  Gains  and  Losses — Assets  Held  One  Year  or  Less 


2  Giin  from  ill*  orltichang*  ol  a  principal  residanc*  Iwld  ona  yaar  or  lass,  from 
Form  21 19.\  lints  \7  or   U 

3  Enter  your  Vnar* \of  ntt  snortttrm   gain   or  (loss)    from   partnarships  and 
fiducianas     .\  .     .\ 

4  Add  lines  1,  2  and  3  1(1  column  I  and  column  g  . 

5  Combine  line  4,yolum\i  I  and  hoc  4,  column  g  and  enter  the  net  gain  or  (loss) . 

6  Snort'term  capitalNlois  oarryovtr  trom  years  beginning  ittar  1969  . 

7  Net  short-term  gam  oKOosty  combine  lines  5  snd  6 


Lone-term  Coital  Cains  and  Losses — Assets  Held  More  ThgnJliULYeai 


_   / 


'c-^  rz 


i££. 


iiz: 


'Cv-'  ^  *■/  c  '^  J^  r-  .-".y-fc^ 


9  Gam  tram  sal«  or  eicnanga  of  a  principal  residence  held  more  than  one  year, 
trom  Form  [2119,  lines  7.  11,  or  18 

10  Enter   yourl  share  "of— net-longltim   gam   ui    (loss)    tiuiii   partn«rsliips'"»nd 
fiduaanes    j 

11  Add  Unas  8,  !9  and  10  in  column  I  and  column  g 

12  Combine  lina  11,  column  I  snd  line  11.  column  g  and  enter  the  net  gain  or  (loss)  .     .     , 

13  Capital  gair^  distnbutions     .     .     . , . , . — . — . — , — , — , — -— — . — , — , — ■ — ■ — ■ 

14  Enter  gam,  \i  applicable,  trom  Form  4797.  line  S(a)(l) 

15  Enter  your  iha^t  o(  ntt  longttrm  gain  from  small  business  corporations  (Subchapter  S)  . 

16  Combine  litMsi  12  through  15 '>...-«. 

17  Long-term  capital  loss  carryover  from  years  beginning  after  1969 


Til 


18   Net  long-term  gam  or  (loss),  combine  lines  16  and  17  . 


<  /r^^ 


O^^ 


Oy;' 


Note:   If  you  have  capital  loss  carryovers  from  years  beginning  before  1970.  do  not  complete  tnX.  ai  form.  See  Form  4798  instead. 
Ofntrwise.  complete  this  form  on  revtrst. ^^^^_^.^__^^_____^^-^^^,^_^^.^— ^— ^— 
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>-'^-yj 


SCPf 


/isr 


<^=>^> 


<7^ 


i-'.-^ 


Adinstaentt 
U  Ineoaa 

(See 

IIUtI\K- 

twfls  en 
»a|i  10) 


AdiDlted 

Grosj  Incoae 


Z3  Moving  eipenie  ((ttech  Form  3903  or  3903O  . 

24  Employee  bueincsa  eipeniet  (attecn  form  2106) 

25  Paymenti  to  an  IRA  (enter  code  from  page  10 

2t  ,P»ymenu  to  ITCeoghTH.K   iuf  rebremehFplen    . 

Z7  Interest  penalty  on  early  withdrawal  of  lavings    . 

21     Alimony  paid 

W  Diubility  income  eiclulion  (atlacn  form  2440)    . 

|30  ToUl  adtuttmeno    Add  linet  ?3  tnrougn  29      ■    . 


L/ 


11      Ad 


SuD 


ited  grvu 
JIO.OOO.   «e«  "i.mtr.ta  Incom 
tronj    l(  you  want  IRS  lo  figur 


act  line  30  Irom  line  22  If  tnis  line  ii 
Credit"  riina  57)  on  pages  13  and  14  i 
your  tai.  >ee  page  3  of  Instructions 


F^m  1040  IKIOI 
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r»r*f>  icMO  nttoi 


t  imouni  front  SclMduU 


32     Amount  from  hnc  31  (•d/wiM0' frost  mcomcj 
13     If  you  do  not  itcmi^t^tOuCtjoni.  en 

If  rou  iiimat.  mftiau  ScMduic  A  (form  IMO)  and  tnicr 

Cavbon:   It  jTou   bavc  un 

parent  »  ^um.  cnecti  n«fe  ►  [J  i 

of  tnc  M^UTuctiont  if 

fit*  form  4563.  on 

•/«  •  aw«'iuru«- 
SDbtrsct  line  33  trprtCunt  32.  Um  the  •mount  on  Itne  34  to  find  you r'^tks. from  the  Tu 

Tablet    or  to  lip/i*  your  t«t  on  Schedule  TC.  Part  I >^ 

Ajtt  Schedule  fc  Part  I.  and  the  Tax  Rate  Scnedutca  ONLY  it:  x 

/  •  W9  iyit  tnw%  tnmn  liO.OOO  f»40.000  <r  row  cAKkvd  fiim%  Status  0ai  2  or  S).  Of? 
/  •  row  Mvt  mert  enrnptieni  lAjn  •/•  sAow/i  in  mt  Tai  Ta6<«  rer  your  ftitni  natiu.  Off 
/  •    Tpt^M  &CAMu»*  C  or  form  4726  10  #»!«»•  fOur  (««. 

'     OtherWftc  you  MUST  utc  the  Tax  Tables  to  Imd  your  tJi 
^S    Tax    Enter  tax  here  and  check  if  from  Q  Tax  Tablet  or  Q'Sehedute  TC  . 

Addponai  tatts   (S**  »«|e  12  et  Instructtoru )  Enter  here  and  Chech  ti  from  Q  Form  4970, 
Q^orm  4972.  n  form  5544.  Q  Form  5405.  or  Q  S«ct«n  72(m)(5)  penalty  Ui 


'A 


V    tdtMi.  Add  iin«  35  »nd  36  . 


Crvdit  for  contnbutjont  to  candiOatn  for  public  offict .  . 
□r«dit  for  tnt  ttotrly  (atucfi  Scntdu/n  AARP) 

lny»»tm«rtt  er»dlt  f»tljeh  ^orm  3466) 

142    Fsrsifn  tax  crtdit  (anach  form  1116) 

113    Worn  incanbvt  (WIN)  crsdit  (attacn  form  4S74; 

4(1     Jobt  cr«dit  (anach  Form  5884) 

H    Ruidtnlial  tnarfy  crodiU  ratlacX  Form  569S) 

ToU>ef»tfit».  Me  Tinci'SSlhrougri  n 


47    ^lanu   Subtr, 


:  46  from  line  37  and  »nt«r  ditlcrcrict  (but  not  lail  lt<ar<  Itr^      ► 


U    SMl-«mftieymeni  ui  (anach  Scnaduic  SO 

4t>  Minynumtai   Attach  Form  462S  and  cnacn  ntr«  ^  Q  . 

4M  Alttrnativa  fnimmum  Ui   Attach  Form  6251  and  chack  h«ra  ►^' 

SO    Tax  from^racorriAi/tjng  pnor-yaar  invavtmant  c/adit  (attach  Form  4255J 

SI*  Social  accurttytFtCA)  tax  on  tip  incoma  not  raportad  to  amploycr  (attach  Form  4137)  . 

Sit  Uneollactad  amployaa  FICA  and  RRTA  Ui  on  bpa  ((rem  Form  w-1)  . 

S2     Tax  on  an  IRA  (attach  Form  5329)  . 

S)    Advanct  camad  incomt  credit  (£IC)  paymcnu  r«cai»«d  (trom  Form  W-2)  . 


i*     kalanca   Add  linax  47  in 


"t^Si 


Toui  Federal  income  tax  withheld 

1910  ammeud  lu  aeymtntx  ana  amount  appbed  Iran  1979  ritum 

Camad   income  credit   II  line  32   it  under  tlO.OOO.  a** 

pafci  13  and  14  of  Initructiont 

Amount  paid  with  Form  4£68 

Ejicaia  FICA  and  RRTA UiwitAhald  (two  or  more  empioyari) 

Credit  lor  Fodaral  tax   on  apacial  fualt  and  oili   (attach 

I  Form  413«  or  4J3e-Tj 

Kl  \  Rayulatad  Invattmant  Company  credit  Itntch  form  2439) 


»J    loul    Add  linet  55  thromh  61 


II  line  62  u  larger  ttian  lint"54   ahlar  amount  OVCHP/OtT".      TT      ► 

Amount  of  line  63  to  be  REFUNDtD  TO  YOU ■    ► 

Amounl  af  bnt  U  to  be  applied  la  youi  1911  tltimttta  Iti    .   .   .   ^    I   *'     ' 

II  lini  54  a  lariti  thin  lin<  12    emu  MLMU  OUL  AlUOi  check  ar  awnar  arati  tei  lyll   tmaunl 

paytbla  la  "lalimxl  Eexeeue  ^eniKt '  IKnia  fa««  • 

iCheci  ^  Q  If  '•"«  UIO  I2210n  a  IIUCMO   iM  pa|i  li  ol  Inniuclioni  i  ^  9 


I  mr  ■nffwisaa*  'i^  **'• 


•tp««ta     D*<i»r«1.«n  i 


viy\    inciHairta  •cc*m»«nyi«i(  •cn««M 


^ 


Heoarer.   ^/'^ 


^IN= 


<i'*<^'C*i^ 


ji;t  m'j 


/  I    C»»c>  il  I  riaix'ert  tociai  »«curity  no 


tRI.ntO  »u6liC   »CCOuNT»NtS 

wORtHCN    BANK  BUILDING 
LiriLt  HO;n.  ARnANUi  72?0l 


LP    0067e 
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Tax 

COBPU- 

Ution 


Amount  rrom  line  31  (tOiuHea  groti  incomtj 

If  you  00  not  itcmkze  decuctioDtrvnier  zero 

II  TOu  •Itmtit,  osmgidr  Scft^lt  «  (Foim  IMO)  ana  tnlci 

Ciuaon:   If  you   h^e   unci 

parent  I  rcturrydneck  f^ere 

of  tne  Initrv^ons  (f. 

•  row  tftf  marnma  t 

•  rou/lM  form  <36J    Off 


■ha  anwtini  Itom  SfMta<t.  luit  41  .    .    . 
come  and   can  be  daimcfl  aa  a   dtpcnd^t  on  your 
no  Me  page  U  ol  tnc  Initructioni.  aim  sm  P<I< 


oAtf  jfo«r  ipewM  itamuas  datfuelfOAS.  0« 


M  ma  amount  on  lir\e  34  toAfia^our  ta«  from  the  Tui^  ; 

on  Scnaflule  TC.  Part  I ■>^ .... 

I.  ana  ttie  Tai  Rate  ScnaduKs  ONLY  if;  \ 

rou  cliocJaa  rilinf  saivi  •«  1  or  Si.^ff 
tfta  Tax  Taftia  for  ynvr  llung  status.  OR. 


SuOlacT  line  33  rrsi 
Taei^s  or  to  figure 
Usf'ScneauleTC 

120.000  (taO.OOO 
'•  mer«  asvfnptioni  trian 
>^tn90*il»  C  or  form  4726  to  Afuro  your  tas. 
Itf^er^ise.^ou  trfUST  use  the  Tax  Tables  to  find  your  ta-. 

lax  here  and  cnack  if  from  Q  Tai  Tabin  or  [O'Sefiadula  TC .\ 

)(/  Addilioriil  tases  (Sat  Mit  12  el  innnKtwni.)  Enter  ncre  and  cfiack  if  from  Q  Fonn  4970.  V\ 
Q  For/n  4972.  □  Form  5544.  Q  Form  S405.  or  [1  Saetion  72(m)(S)  penalty  Ui  .  .  .   ) 


\ 


]r    Total/  Add  I 


I  35  and  36 


J-y^S6 


/?  yfo 


Credits 

(See 
Ifutruc- 

IVfUOfl 

M|t  12) 


9  Credit  for  contributions  to  cjndidatti  far  public  ofhca  .  .  . 

33  Credit  for  the  afderty  (attacn  Scnedulas  MARPJ 

40  CreCit  for  cfiild  and  dependent  care  cspcntn  (rafm'laai)  . 

4U  Investment  credit  rattacn  Form  346B> 

4|  For«jgn  tai  credit  (artacft  Form  lli6) 

t]  Woitk  incentive  (WIN)  crMit  rattacfi  Form  4874) 

**  Jooa  credit  (anacn  Form  SM4J 


<S  \  Residential  ener^  credits  fattacfi  Form  569S) 
4t    Votjl  tredits.  *oe  imes  38  tnrpugri  45 


<7      &I11 


iracr  i 


:  46  I 


!  37  and  enter  difference  (but  not  less  tfian  ten 


'7  £J<' 


Other 
Taxes 


«»    SeK  emenoyment  tax  (aftacfi  Scneduia  S£) .,:  . 

49i  Minimum\js.  Anacn  Form  4625  and  cnacR  hare  ►•  r", /;       . 

4>b  Alternative  ruinimum  Ui.  Arucn  Form  6251  and  check  hare  ►  Q  .   .   .^< 

50     Tai  fromv/ecomputing  prior-year  investment  credit  (attach  Form  A?5Sj 

Sli  Social  secuh^  (FTpA)  ui  on  tip  income  not  reported  to  employer  [ana(fL£o/aL4I.37^ ^ 

Sit   Uncollected  emoioyee  FICA  and  RRTaui  on  tips  (from  Form  W-2J 

\l     Tai  on  an  IRA  (attacn  Form  5329) 

S3     Advance  earned  income  creoit  (EIC)  payments  received  (from  Form  W-2i 


7-^ 


•A     Ba 


.  Add  I 


147  tnromn  53 


Parneats 

AfUCh 
Ferns  w-2. 
w-20-  and 


55     Total  Federal  income  tai  withheld 

5(     1980  cnimalcfl  lai  aarmtno  ano  amount  applted  from  1979  return  -    . 
57     Earned   income  crrdit.   If  lins  32   is  under  SIO.CXIO.   t*< 

pages  13  and  14  of  Instructions 

51     Amount  paid  with  Form  4^66 

51     Licess  FICA  and  RRTA  uiwithhald  (tv>o  or  more  employers) 
tonCredil   for   Federal  ui  on   special   fuels   and  oils   (attach 


1     Iform   4136   or  4J36-T) 
H     Regulated  Investment  C< 


Company  credit  (attach  Form  2439) 


ss 

f?j-7:i 

S( 

1 

J7 

u 

51 

7 

(0 

\ 

\ 

(1 

\ 

«2     Total    Add  lines  55  tnrougn  61 ►' 


Retond  or 

Balance 

Due 


I   4]  II  h(ie 

U  Amou 

(5  Amouni 

U  11  lint 

i  Mtaoii 


62  IS  larger  man  line  54    enter  amount  OVERPAID i''^" 

t~oi~i7ne  63  tobeHEFUNDEDTO  tOU   ^T ~7T  Tr"'.~."T7"7  .      ^ 

>l  line  U  10  M  aaelied  to  your  19(1  estimsltd  tai        .    .    ►     I    *5     I \ 

4  II  lailtr  than  lint  52.  tnitf  lAUMCC  DUL  Attach 


monty  arotr  lor  full 
rnai  ktvtnut  Stn-Ki  wnit  your  lacjal  sacunfy  numbtr  en  check  or  mencr  Ofdar 
L  f»™.21Q  miOQjtjnicina.  iee  am.li^al  Iminiciiainl  k  i 


Please 

Sign 

Here 


t>«ciar«ia*n  af  %r%m»t* 


>ng  acn*awt«*  ano  i 


h=:= 


fvA 

htMftf'S 
Uk  Only 


'^^^'i-'f^ 


^i^^^^M. 


rfrnrz 


'  ^spanrt  iociai  ••cunty  no 


WOHTHtN    ftANn    aUiCOiNC 
UTTlC  rock.  AAHj^riSJki  72201 


bV 


OOfeT 
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Schedules  A&B— Itemized  Deductions  AND 
(Form  1040)  Interest  and_J2m4end  Income 

"""TTliljr's.'™.'"'  »■  «tti«*  ■  fvmVltC^^ latmamt  twiclii«iil«i  kmdt  iftm  IMP). 


Namtd)  •»  »no»n  on  form  1040 


f-^<y 


//..,. 


^/L/    /'^C/j^^. 


11^80 


Tour  wcMl  Mcwnrr  numttar 


Schedule  A — Itemized  Deductions  (Schedule  6  is  on  ba^k) 


(not  paid  or  rcimbun 
iniufjnct  or  oU>trn<»«)  (,%tt  pag*  i6  ofJustrSSiom.) 


■  ■'■I.IJmygTt^  fSw  pagt  17  olyiarueliont.) 


1  On»^tlf  (but  not  mon  than 
sunnca  pram^ms  you  pai 
can.  (W  an 

2  Mtdicin*  any  drugs 

3  Enter    !•/,  /of    Form 
1040.  Iina 


4  Sutitnct  l(n«  3  troM  Iina  2.  If  Una  3  la 
mora  ttiari  Iina  2./antar  zaro    .... 

5  Balanca  of  Iniur^ca  pramiums  for  (nodi- 
cal cara  bot  antared  on  Iina  1  .     .     .     • 

6  Other  maldical  and  dantal  axpanias: 

a  Doetorv  dantlitt,  nunaa.  ate  .     .     . 

b  Hoipitilf  .J 

c  Other  (rtamiie— include  haanng  a>d>. 
Oenturct.  ayfiglaiaa*,  tranaporution, 
ate.)  K^ \ 


7  Total  (add  Imaa  4  thrav(^h  6c]  ...  . 
a  Enter  3%  of  Form  J040.^na  ?1  .  .  . 
9  Subtract  line  B  Irom  line  T.  If  Iina  8  i> 
more  than  line  7.  enter  2aro  .  .  .  . 
10  Total  medical  and  drtrtal  cxpanaaa  (add 
lines  1  and  9).  Diur  hen  and  on  lina  33  .   ^ 


KffWy  (See  pa^e  J  7  of  Intlfuaiont.j 
Note:  Gasoline  Uies  are  no  longer  deductible 


/SO 


■  .tmMll'I.IAi.lJiyiJUIJJI  fSaaCag.  it  of  Ins.ruct.c 


11  State  and  local  income  .... 

12  Real  aitate 

13  General  sales  (sea  aalas  tax  tablas) 

14  Personal  preparty 

15  Other  (ItcM'iz^)  ► 


r-=!± 


■I- 

16  Total  taaai  (add  linoa  11  threufh  19)- 

I  land 


s^y? 


21  a  Cash  eentr>tutioRt  for  witich  Mu  have 

racaipa  or  caniallad  checks.  .     . 

b  Othar   cash    contributions    (tho^   to 

whom  you  gave  and  hqw  much  you 

Java)*" :., r- 


-v 


X 


22  Othar  than  cash  (saa  page  17  of  Inftnte- 1 
bons  for  raquirad  suumcntj  .     ...     .' 

23  Carryover  from  prior  yaan  .     .  .     \ 

24  ToUl  cantrlbuttons  (add  Unas  21a  through 
23).  Enter  here  and  on  lini 


^?f^ 


25  Loss  befora  insuranca  raimbursamant 

26  Insuranca  raimburumanK  • 

27  Subtract  Iina  26  tropnina  25.  II  lina^ 
is  mora  than  Ijor'SS,  antar  zaro 

2S  Enter  $100   or   amount   from   lina^T^ 

whichaval  ii  amat 
29  ToUl  casualty  or  thaft  laaa(aa)  (aibtncl  hat 
Uaa  17).  im<  hen  ind  on  Imi  37 


HmjJIU.IJ.IILil.tf.lipff.f.U  .See  oa»e  id  of  in 


30  Union  dues 

31  Otner  (itemae)  ► 


T^ 


fcji^J|^^jJ|T]j^JJ  fSae  pjgeT7ef  InsfructionsTT 


17  Home  mortage 

It  Credit  and  Charge  cards  .     .     . 
19  Otner  (itemiie)  ^    /CyrI  -f  C 


LJ^i^". 


20  TeUI    Intamt   cxpanaa    (add    Snaa    17 
through  191.  Enter  here  and  on  line  35  ► 


/4f'^ 


32  TeUI    miscallanaous    dadactlena    (add 
lines  30  and  31).  Lnlii  hm  arM  on  Iina  M  ^ 


33  Total  medical  and  dental^trom  line  .10 

34  Total  taxa*— from  Iina  16  .     .     .     X 

35  Total  interast — from  Iina  20  .     .     .  \ 

36  Total  contTibutiona— trom  Iina  24  .     . 
'37~ToUrcaaiill>'ar~tlian  kBtTuV— 4nni  l«a  29 
36  Total  miacallar\aous — from  line  32 


39  Add  lines  33  through  38  .     .     . 

40  II  rou  cheUcd  Fenn  IMO.  Fang  Sutia  boi: 

2  et  S,  aaier  U.400  ....  I 

I  or  «.  aniir  UJOO  ....■•■ 

),  enlar  11.700 1 

41  Sub»»ct  Una  40  fnm  Iina  I*.  Intar  har* 
and  on  Form  1040.  \m»  33.  (II  line  40 
11  mora  than  lino  39.  saa  the  Instnjctjons 
for  line  41  on  page  19  I        ....>■ 


9  m 


y7''^ 


j^^ 


T^^^ 


2Ji:Li2. 
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Schedule  B — Interest  and  Dividend  Income 


,,  ,,  Interest  Income 

It  you  rKcivcd  mors  thin  {400  ity^dtanst.  comolet*  Part  I  »nd 
Part  III.  Picas*  sea  paga  8  of  tna  insTructjons  to  find  out  wnat 
interest  to  reoort  Tnen  anj>i>^tna  ouemoni  in  Part  III,  below. 
If  you  received  intaresi  ai'a  nominee  lor  anotner.  or  you  re- 
ceived or  paid  accruad/dnarcst  on  securities  transferred  be- 
tween  intaren   paymant  dates,   please  see    page_"" 

inltructions. / 

Nama^^f  payer 


mjT.m\M  Oivldepd  Income 
3  It  you  rccaivad  mdra  ttan  (400  In  fross  dividends  (including 
capital  gain  dIstnbut/Doa)  and  other  distributions  on  ttock, 
coinpicta  Part  II  and  Pai^JII.  Piaasa  sea  paga  9  of  tna  msirvc 
tioni.  Wnta  (H).  (W).  or  (Jy.  lor  stocK  held  byTiusBand.  wife, 
or  lointly.  Than  answar  the  gimtiona  in  Part  III.  baiow.  If  you 
Mciiivod  dividands  as  a  nomine*  for  another,  please  see  paga 
19  onha-mapojctions. 


naa  ft 


A/nount 


Nama^  oayar 


\ 


^^s^rac^,i,^u<r-^^A,^  y^ 


.  r^/oMcv^- 


/-^c 


—3JtJ- 


7^. 


JLii. 


-^rp^ 


_JO^_ 


jm. 


-\ — r 


VX 


3 


2  Taul  inurvat  V^com*.  Lnier  hire  and  on 

Form   1040.  p.nt  9 .      . 


4    7/J 


■  :/t;»iiiM  Forevpi  Accounts  and  Foreign  Trusts 

If  you  ar«  rcQuirvd  to -UatJnttrfSt  m  P«rt  1^  dividends  in  f  irt  IL_ 
OR  if  you  had  «  foraiKn  account  or  w«r«  a  frantor  of  or  a  tranv 
faror  tD  a  foremen  tAjiu  you  must  answer  botn  Quasuont  m  Part  111. 
please  see  page  19  of  tnt  instnjciions. 


A  At  any  time  during  tna  tji  y«ar.  did  you  have  an 
interest   m  or  a   signatur*  «r  •iAef-«uthentv-ow«F-«' 

bank  account.  s*cunties  account,  or  otntr  financial 
account  m  allo^eign  country  (see  page  19  of  instruc- 
tions)?       .      -I 


B  Wera  you  tlia  igrantor  of.  or  transferor  to.  a  foreign 
trust  which  existed  dunng  the  current  tax  year, 
whether  or  not  you  have  any  beneficial  interest  in  W. 
If  "Yes."  you  may  have  to  file  Forms  3520.  3520-A. 
or  926 


4  Total  of  line  3  .     . 

~5~CaoitiI    f ain~  diitnbu 
tions.    Enter   here   and 
on  line  13.  Schedui< 
Sm  Note  beiow  . 

6  Nontaxable       distr 
noni — : — . — : — : — 


7  Total  (add  lines  S^nd  6) 

S  Dividends  tMfore  txcJution  (subtnct  line 
7  from  line  4).  Enter  hcr«  and  on  Form 

1040.  line  10a 

Note:  ff  you  rvcaivcd  capita'  gam  drtrrtbutions  for  the  year  ar 
you  do  not  need  Schedu'e  0  to  report  mrsf  other  gams 
'osses.  do  not  h/e  that  scnaauJ*.  initeac    enter  aO% 
your  caprrai  fa»n  drStnOutions  on  form  IQAO    (mg   15 
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SCHEDULE  C 
(Form   1040) 


Profit  or  (Loss)  From  Business  or  Profession 

(Sole   Proprietorship) 

PartnershipiriolnrVenlurM.  cTerrMuit  File  Form  1065. 

►  Attach  to  form  iO*0  or  Form  10«1.      ►  Sn  Initructioni  1»f  Seh«aul«^  frorm  1(M0) 


h»me  of  propneior               -^                    ^^ 

^\l   S«Ci*l  kMurity  numbvr  of  pfvprMtor 

A   Mam  bustness  activity  (tec^nstruaions)    ^ 

^  *^'*'  j-c'*.  nr^^/z- 

;  prooua  ►      iV^,*,.    Sre.^,^^  ■ 

B   Business  name  ^          / 

C   tmjiioyer  identification  numoer 

,,- - 

■ _^ 

i\ 

City.  SUte  ana  ZlPXtode  ^                  ^^-^ 

~~~^, 

1      :   \      1      r      1      1      1 

E  Accounting  method:  (1)  ^^<A%ty^    (2)   Q  Accrual         (3)   Q  Other  Opccify)       

F  Method(i)  used  to  value  cIosuvE  inventory:  \_ 

(1)   Q  Cost     /(2)   Q  LO)Mr  of  cost  or  market        (3)   Q  Other  (if  other,  anach  txptanation) 


G  Was  there  any/ma)or  chafige  i 

tf  "Yas."  attach  eaplan^on. 
H  Did  you  deduct  expenses  for  an  ofTica  in  your  home? 
I  aietfx  to  claim  amortization  (under  section 


I  determining  quantities,  costs,  or  valuabons  between  opening  and  dosing  invent6ry^ 


I    Did  you  aietfx  to  daW  amortization  (under 
certified  hisionc  stmicture  (see  Instntctions)? 
(Amortizabt^  basis  jtsee  instructions)  ► 


191}  or  depreaation  (under  section  167(o))  for  a  rehabintatcd 


income! 


1  a  Gross  receipts  or  saies 

b  Returns  ^nd  allowances 

c  Balance  (subtract  line  lb  from  Una  la) 

2  C^st  o1  good^  sold\  and/or  operations  (Schedule  C-1.  line  8) 

3  Cross  profit  (ikubuact  line  2  from  line  Ic) 

4  Other   income  \atucii   schedule) 


\atu 


5  Total  income  (addv  linesy  and  4] 


i>9r^ 


■  JffMIM   Deductioftji 


6  Advertising  ....     .\.     .^  . 

7  Amortizatjon      ....      ^\/.      . 

8  Bad  debu  from  sales  or  services  . 

9  Bank  charges 

10  Car  and  truck  expenses  .... 

11  Commissions 

12  Depletion 

13  Dtprtualion  (txpum  in  ScAcduk  C-2)  . 

14  Dues  and  publications     .... 

15  Employee  benefit  programs 

16  Freight  (noi  inclu4Ml  on  ScMduli  C-1). 

17  Insurance     \.  -. 

18  Interest  on  [business  indebtedness 

19  Liundry  and  4teaning     .... 

20  Legal  and  professional  services 

21  Office    supdiies 

22  Pension  and  profit  sharing  plans  .~ 

23  PosUge       t 

24  Rent  on  butmaas  property  .      .     . 

25  Repairs  .     , 

26  Supplies  (not  InduOid  ao  SchaOuto  C-1) . 

27  Tasea      -     \     i 

28  Telephone    .    / 

29  Travel  and  entertainment 

30  Utitit.es        i    ( 


b  Jobs  credit 
c  WIN   credit 
d  Total  credits  I. 
e   Subtract  line  31d  from  31a  . 
32  Other  expenses  (specify): 

c CJLTJL 


33   Total  deductions  (add 


n  columns  for  In 


34   Net  protil  o 
on  Scneduli 


(loss)  (subtract  line  33  from  line  5).  If 
SE    Pan  II    line  5a  (or  form  ICXl    line  6|    I 
I  loss   oc  you  have  amounts  for  whicr^  you  j 


profit,  anter  on  Form  1040.  line  13,  and 
I    If  a  loss   go  on  to  line  35  ,      . 

at  nsh     in  tnis  business  (see  ln»tr\jcli 


(—.  Yes     n  No 
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ScxMwi.  C   !'•" 


SCHEDULE  C-1 — Cost  of  Goods  Sold  anti / orSJ^nUem  (Oee-Scfieoule  C  Instructions  tor  Part  I.  line  2) 


1  Inventory  tt  bcs 

2  J   Purcnases 
b  Cost  of  items  withdrawn  ^r  otrionai  use 
c   Balance  (suDtract  lina^  from  line  2a) 

3  Cost  of  laoor  (do  not  ifleiude  salary  paid  to  yoursi 
i   Matenais  and  suppli 
5  Otner  cosu  (atucri  scnadulc) 
C  Add  lines  1.  2c,  and  3  tnrsufn 
7   Inventory  al  end  of  ytai 

g  Cost  of  loods  sold  and/or/6a€fations  Isuttrici 

SCHEDULE  C-Iz. — Depreciation  (See  Schedule  C  Instructions  for  line  13) 

If  you  nMd  nnora  sa*ct,  pleas*  u«*  Form  4562. 


.E  C^'2 


1  Toul  adOtti^nai  first-year  deprtciation  (ao  not  inciuoc 

2  Otner  aepretiatior^ 


A  Depreciation  claimed  m  Schedule  C-1 

5   Baleoce  fiuPtract  hne  A  from  imc  31-  Enter  here  and  on  Part  ii    line  13 


SCHEDULE  C^3. — Eipense  Account  Intormation  (See  Scnecule  C  instructions  tor  Schedule  C~3) 


intnr  mformebon  fof  younelf  and  your  five  hiffiast  paid  employeet.  In  delermtn^t  the  five  hignes< 
iaid  employees,  add  «z»en»e  account  allowances  to  tAo  uianes  and  waiea.  HO«*^ver,  you  don't 


h4?dL 


wjmTimm'i 


^= 


D)d  you  Claim  a;  deduction  tor  expenses  connected  witn:  . 

A   Entertainment  [facility  (boat  resort,  nnch,  etc}? 

B   Living  accomrpodations  (eacept  employees  on  business)? 

C  Conventions  or  meetings  you  or  your  employees  attended  outstde  the  U.S.  or  la  pou«ftaions?  (see  Irutructions) 

0   Employees    ramtiies  at  conventions  or  meetings* 

If  "Yes.  '  were  any  of  inese  conventions  or  meetings  ouUide  the  U.S.  or  its  potaessiona? 

E  Vacation^  for  employees  or  tne<r  families  nor  'eooned  on  form  w-2'  .      . 
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SCHEDULE   D 
(Form  1040) 


Capital  Gains  and  Losses  (Eumpi«  ot  pnpcrty  to  im  nponw)  en  ihi* 

SchMuW  are  faim  and  lomm  on  siocht.  bondt.  and  xmilar  invtitmcnu.  and  t*"<>  (but  not 
Icnsn)  on  peraonal  aSMU  iucri.u-rtiainvwm>«tfy.X_ 

^    Attacn  tafam  10*a.  ^    Sm  lnslniCt>ont~1w  Sctxdula  D  (Form  1040). 


mo 


1  Ca^t 


Short-term  CipiUI  Gains  and  Losses — Assets  Held  One  Year  or  Less 


ILu«»t«.   IOC  ut*! 


taalu      \ 


1  Cc.'.nc  £■  f7-/'i 


\fY9 


2XZIIC£^ 


-yf^/^<ri ; 


2  (*ain  from  ^aia  ort«zchan£«  or  a  prinapal  rvsidcnca  tidd  ono  y«ar 
Form  2n9.\lin«»\7  or  11 

3  Entar   your   knarc  \of   net  short-lcrm   fain   or   (loss)   from   pannorships   and 
ftcuciancs     A  .     .^ 

4  Add  lines  1.  2  and  3  yi  column  r  and  coiumn  g 

5  Combine  line  4,\oium'ta  (  and  line  4.  column  g  and  enter  the  net  gam  or  (loss)  . 

6  Sriort-term  capitaUoss  Oarryowcr  from  years  beginning  after  1969  . 


7  Net  ahoft-term 


iitaUoss  Oarryot 
gam  Of  flosi% 


comtnne  lines  5  and  6 


I^JJI^I   Long-term  CapitarCams  and  Losses — Assets  Held  More  Thgi]  Onc-Y< 


8 

_  <-'  Z     S  (. 

^r^ 

c/c  ' 

,,-/-  '--—y,-^ 

/-     '  ' 

^J-^ 

>^  -'  r-  */  c**  i*^ -r-  -"-y^ii 

/J      .'  ^f~   X  '/y.j"^ 

/  vV 

r\ 

1      1 

\  \ 

'      \ 

'   ' 

9  Gain  from  Salvy  or  excriange  of  a  principal  fvsidcncc  held  more  tnan  one  year. 
from  Form  E119.  lines  7.  11.  Of  18 

9 

w-  r\ 

10  Enter    your  i  snare    or-ne^  tong-temt  gam  -or  <lo»i)  -from  partnetWips   and 

10 

11   Add  lines  8,  !9  and  10  in  column  f  artd  column  g 

11 

/ss- 

/y/ 

12  Combine  line  11.  column  f  and  line  11.  column  g  and  enter  the  net  gain  or  (loas) 

12   ^ 

<  ■r;> 

13 

14   Entar  gain,  ^f  apblicabl*.  from  Form  4797.  kna  S(a)(l) 

14 

IS 

16  Combine  lir^s'  12  tnrougn  1 

17  Long-term  c^0ital  loss  carryo^ 

lI 

18  Net  longlerm  gam  or  (loss)   c 

16 

<:/*'?■ 

17 

( 

) 

«mb<ne  hnei 

16  and  17 

18 

Or/ 

Note:    ff  )rou  h«ve  c«P'ta'  lost  cairyovers  from  jr«an  bcf tnntnf  6c'ort  2970.  do  nor  compfat*  r«st  of  form.  S««  form  4798  mstvjd. 
OfftTwiif,  complgfc  fhit  form  on  f»w»«3e ^^^^^ 
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g-J?tllM    Summary  of  Parts  I  and  II 


'  (lou)  her*  . 


19  Corr.bin*  linci  7  and  18,  ind^ter  oic  net  gain 

20  It  lina  19  mows  »  g< 
«  Enter  60%  ol  line  IB^er  60%  of  line  19,  whienner  is  smeller.  Cnur  lera  if  there 

entry  on  line  18 

It  tne  jmount  yo/ enter  on  tAis  hnm)r^t\%r  tfien  zero,  you  may  oe  'leOfe  for  the  efrecQetive  minimum 
Ui.  See  Form  £251. 
b  Subtrsa  lineCOe  from  line^9.  Enter  here  and  on  Form  1040,  line  14 


21  It  line  19  tnoofi  a  lou — 


/ 


\ 


/ 

a  Enter  one  dl  tne  lollnr^mg  amounts:  \ 

(i>     It  linW7  IS  zerO/6r  a  net  gain,  enter  S0%  of  line  19.  \ 

{ii)    If  line  18  IS  ic/o  or  a  net  gain,  enter  line  19.  or, 
(ill)   It  line  7  ano/ine  IB  are  net  losses,  enter  amount  on  line  7  added  to  50%  of  the  amount  on 

line  |18  .     ./ 

b  Enter  herp  and  enter  as  a  loss  on  Form  1040.  line  14.  the  smallest  at 
(i)     Thelamounx  on  line  21a. 

(II)  U.OOO  (SU500  It  married  and  filing  a  separate  return):  or, 

(III)  Taj4Dic  income,  as  adiusted 

Note:  If  inf  loss  pn  line  21a  is  more  then  tne  loss  snown  on  line  216,  complete  Part  IV  to  determine 

post  11969  capital  loss  carryover  trom  J980  to  1981 


<3S3> 


<rj3c:^ 


computation  o(  Post- 1969  Capital  Loss  Carryovers  from  1980  to  1981  / 

IZsHlS   (C^mpiWe  tfiis  pan  il  the  loss  on  line  2la  is  more  than  the  loss  sftown  on  line  21b) 


TT 


&«cbon  A. — Short-ttrm  CipiUl  Lofti  Carryover 


22  Enter  toss  sriown\pn  iii\^  7:  if  none,  enter  zero  and  sup  lines  23  throuKH  27 — tn«n  go  to  line  28  . 

\ 


23   Enter  gam  snown  ori\Jine  Ifl.  If  mat  line  is  blank  or  sftows  a  loss,  enter  zero  . 


24  Reouce  any  loss  on  line  22  to  tbe  extent  ol  any  gam  on  line  I 


25  Enter  amount  snown  on  line  21&  . 

26  Enter  smaller  of  line  24  or  2S  .     . 


27  Subtract  ime  26  from  line  24 

Note:   Tht  smount  on  lint  27  rs  the  part  of  your  snort  term  captUJ  toss  carryover  from  J  980  to  1961 
tnat  IS  from  years  beginning  after  1969  


Section  B. — tong-ierm  Capital  Loss  Carryover 


28  Suutract  Imp  26  trom  line  25.  (Note:  if  you  skipped  lines  23  Liroucf)  27.  enter  amount  from  fineyi^}  . 


ne  Zl 


29  Enter  loss  from  ime  18;  tt  none,  enter  xere  and  skjp  lines  30  througri  33  . 

1  N, 

30  Enter  gain  inown  on  lmcT.~irtnit  tine  is  titank  or^nows  a-tossrenter-zcroT 

31  Reduce  any]  loss  en  line  29  to  tne  ejrtcnt  of  any  gam  on  line  30 


32  Multiply  arpount  $ia4iA«-28  by  2^  -.  -- — . — . — . — . — , ■ — . — - — »—   — —  - — - — — —  —    - 

I   / 

33  Subtract  lii^e  B2  from  line  31 ■ 

Note:   The  emouni  on  line  13  is  the  part  o/  your  long  term  capital  loss  cfcrryover  frwn  1980  to  1981 

tnel  is  ll'o>Ti  years  petinmn^  arif  1969 .^^^^^^^^__^___^^.^_^__^_^___ 
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RtEUlar  Mcth^        | 
5  Net  profit  or  (loss)  from: 

•  SehrtuleX  (Form  1040) 

b  Partnerships,  joipt  ventures,  etc  (other  than  tinning) 

c  Service  es  V  minlner.  member  o<  •  religious  order,  or  a  Chnstian  Science  practitioner.  (Include 
rental  valuevot  parsonage  or  rental  allowance  furnished.)  It  you  filed  Form  4361  and  have  not 

revolied  thatviemeuon,  checli  here  ^  Q  and  enter  zero  on  this  bne / 

d  Service  with  a\oreigi)  government  or  international  organization /^  . 

e  Otner  (specify) 


6  Total  (add  lines  5a  tf><ougti^^e) l^-'"''^^    '     '     ' 

7  Enter  adiustments  if  anv  (attach  statement,  see  page  29  ot  Instructions) .     .    f^ 

8  Adiustefl  net  earnings  or  Oosi)  from  nonfarm  sell-employment  (line  6.  as  adius<cd.^f-lii)*7)^i — ; — r 
Note:  If  line  8  is  11.600  or  more  or  if  you  do  not  elect  to  use  the  Nontarm  Optional  Method,  skjp 

lines  9  through  11  and  enter  amount  from  line  8  on  line  J2b. 
Nontarm  Optional  Method 

9  a  Meiimum  amount  reportable  under  both  optional  methods  combined  (farm  and  nonfarm)  .  . 
b  Enter  amount  from  line  3.  (If  you  did  not  elect  to  use  the  farm  optional  method,  enter  zero.) .  . 
c  Balance  (subtract  line  9b  from  line  9a) 

10  Enter  two-thirds  of  gross  nontarm  profits  or  $1,600,  whichever  Is  smaller 


11   Enter  here  and  on  line  12b  the  amount  < 


!  9c  or  line  10.  whichever  is  smaller  . 


/fsr 


■  ^ffllUB  C«mpuUtion  ol  Social  Security  SeH-Employment  Tax 


V- 


12  Net  earnings  or  (loss): 

a  From  farrniifg  (from  line  4) 

b  From  nonfarm  (from  line  8.  or  line  11  If  you  elect  to  use  the  Nonfarm  Optional  Method)  .     .   ]. 

13  Total  net  aamin|s.pr  J^loss)  from  salt-employment  reported  en  lines  12a  and  12b.  (If  lina  13  to  IMS 
than  S400.  you  are  not  subiect  to  sctf-cmploymcnt  tax.  Do  not  fill  In  rest  of  schedule) 

14  The  largestjsmount  of  combined  wages  and  self-employment  earnings  subiect  to  social  secunty  or 
railroad  retirement  taxes  for  1980  is 


IS  a  ToUl  "FICA"  wages  (from  Forms  W-2)  and  "RRTA"  compensation 
b  Unreportfed  bps  soblecTlDnCA  tix^trom  romr«137,  lint  9^rW~ 
RRTA   .     .  / 


15a 

I.'-f*C 

ISb 

c  Add  lineil  ISa  and  15b  . 


16  Balance  (subtract  line  15c  from  line  14) 

17  Sell  employment  incomr— line  13  or  16.  whichever  is  smaller 

18  Self-employment  tax.  (If  line  17  is  S25.900.  enter  $2,097.90;  It  less,  multiply  th«  amount  on  line  17 

by   081  )  Enter  here  end  on  Form  1040.  line  48 


'MJL. 


J25.900 
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SCHEDULE  TC 
(Form  1040) 


TaxComputatio  reschedule 


^  Attach  to  Form  1040. 


Nam«(»)  u  ttiown  on  form  1040        ^^  y  >Nj 

(Jyyii.,^^  v7  C^,^^&try^*-  '^^i^i.tJty   /^^, ^,.^,,t< 

^^^^  CompuUtioiyOf  Tax  tor  Tatpartr^  Who  Cannot  Use  the  Tai  Tables" 


Tour  McjAl  i*cuntv  numbvr 


Use  this  part  to  fifure^our  tax  '&. 

•   Your  Income  oiyForm  1040.  lin 
is  more  than  S2O.0OO  and  you  ftiuiua 
Filing  Sutut  Boi  y  3.  or  4  on  Fofm  1040. 


^•.JfocrTiicome  on  fornr"l©4Q^  line  34,      shown   In  the  Taa  Table  for  your  llhng 
'iSmore  than   $40,000   and   you   cheok^      SUCus.  \ 

Rliog  Statu.  Box  2  or  5  on  Form  1040.    ^^^    ,   You  figur.Nyour  U.  using  Schedule  G 
(Income  Averagilfg)  or  Form  4726  (Mau- 
•  You  had  more  exemptions  than  wera      mum  Tax  on  Personal  Semca  Income). 


1   Enter  the  amount  tronr'FonTi  1040.  I 


I  34  . 


2  Multiply  $1,000  t>y  t^e  total  number  of  axcmptions  claimed  on  Form  1040,  line  7 

3  Taxable  inc9me.  Subtract  line  2  from  line  1.  (Figure  your  tax  on  this  amount  by  using  the  Tax  Rate 
Schedules  or  one  if  the  other  mcttiods  fistad  on  Ime  4.) 

4  Income  Ux.  Ente/  Ui  and  check  if  from:  Q^ax  Rate  Schedule  X.  Y,  or  Z.  Q  Schedule  G.  or 
Q  Form  4126    Also  enter  on  Form  1040.  Una  35 


f   o<^ 


rf.   /s4 


V7.   7<^^ 


P^^lll   Computation  tor  Certain  Taxpayers  Who  MUST  Itemue  Deductions" 


//  you  are;  included  in  one  of  the 
groups  be/ow,  you,  MUST  itemize.  II 
you  must  Itemize  and  the  amount  on 
Schedule  A  (Form  1040).  line  40,  is 
more  than  you^  itefnized  deductions 
on  Schedule  A.  Ilife  39,  you  must  com- 
plete Part  II  betore  ligiiring  your  tax. 


You  MUST  ilemize 


yoPr  decuctions  if: 

aimeifvas  a  T^pene 
and 


A.  You  can  be  claii 
on  your  pirrnts'  return  and  hadNinierest. 
dividends,  or  other  unearned,  income  of 
SI. 000  or  more  and  had  came^^mcomc  of 
less  mm  S2.300  il  single  (less  than  S1.700 
if  married  filing  a  separate  return). 


Nate  If  your  aarned  Incomt  Is  more 
than  your  rtefflized  deductions,  you  don't 
haire  to  fill  in  Schedule  A.  Just  enter  your 
msrnta  income  in  Part  II.  line  3.  of  this 
schedule,  vntmu  you  ar%  msrntd  filing  a 
scoarate  nturn  and  your  %pou%9  rtemijcs 
deductions.  Gmntratly.  your  aarntxJ  income 
IS  me  total  of  any  amounrs  on  Form  1040, 
lines  8.  13.  and  19  See  oage  II  of  the  in. 
structions  for  Form  1040  for  more  details. 

fL  You  are  mamed  (llinf  a  aaparate  r»-- 
bim  and  your  spouse  Itemizes  deductions. 
(Trtere  is  an  exception  to  this  rule.  You 
don't  fiave  to  itemize  if  your  spouse  must 
Itemize  onhr  because  he  or  she  is  de- 
scnljcd  in  A  end  enters  earned  income  in- 
stead of  Itemized  deductions  on   Part   II, 


I  j 

line  3.  of  this  schedul*.  If  this  Is  the  case, 
don't  complete  ^art  ^1.  Go  back  to  Form 
1040.  hne  33.  And  «<ter  SO.  Then  go  to 
Form  1040.  Ii^c  34.) 

C.  Tou  hie/orm  4S63  to  exclude  Income 
from  sources  in  U.S.  possessions  (Please 
see  Form.4S&3.  arvB  Publication  570,  Tax 
Guide  for  US  Citsens  Employed  in  U.S. 
Possessions,  for  more  details.) 
^.  You  had  dual»tatijs  as  §  nonresident 

'^  aUan  (of  part  of  19*0.  ano  ou-ipj  the  rest 
of  the  year  you  were  enher  a  resident  ali«n 
or  a  U.S   citizen    Howewer.  you  don  l  have 

--IO  ttemne  n-irTTHTtnd  oi  1980.  you  were 
a  nonresident  elien  married  to  a  U  S  resi- 
dent or  citizen  and  file  e  lomt  return  repon 
ing  your  combined  wonowide  income 


1  Enter  the  amount  fn>m  Form  1040.  knc  31 

12  or  5.  enter  S3.4O0{ 

2  II  you  Checked  Form  1040,  Filing  SUtus  Box:  (l  or  4.  enter  S2J0O( 

|3,  enter  Sl,700  .      .1 

3  Enter  the  amount  from  Schedule  A,  line  39 

Caubon:   II  you  can  be  claimed  as  a  dependent  on  your  parents'  return,  see  the  Nota  above.  Basyre 
yop  «hecli  the  box  amUm  Una  33  ot  Form  10*0  \  ^. 

4  Subtract  link  3  (rtxn  line  2 .\  \ 

'     \  \     ^ 

5  Add  lines  1  and  4.  Enter  here  and  on  Form  1040,  bne  34.  (Leave  Form  1040.  line  33  blank.  Disregard 
the  instrucpon  Xo  subtract  line  33  from  hne  32.  Follow  the  rest  of  the  instructions  lor  Form  10410. 

line  34  )     .: •     . 


The  ezarnple  below  may  tielp  you 
3  complete  Part  (( 

Example — Walter  Green,  a  single  indi- 
lOual.  IS  claimed  as  a  deocnoent  on  his 
•  rents'  relura  Waller's  adiusted  (ms  m- 
3mt  form  1040.  Jme  3I.^s  »4^)00  Of 
lis  amount  Sl.SOO  was  aamed  income 
om  a  summer  «oD  end  S2.S(X>  was  un 
irned  income  tSat  he  received  es  e  bene- 
ciery  ol  a  trust;  Because  Walter  ti  being 
Isirr^eo  as  a  dependent  on  his  c>arents'  rr- 
jrn  and  has  lunearned  income  of  Sl.CXlO 
r  more  and  earned  income  of  less  than 


S2J(X}.  he  must  use  Pen  II  of  Schedule 
TC  Welter  knows  that  his  toul  itemized 
deductions  are  only  SSOO  Smce  this  is 
less  tnan  his  earned  income  (Sl.SCXll  he 
docs  not  have  to  complete  Schedule  A. 
Waltef  «Me«s  S2.3(X).  the  ee^o  braekel 
amount  for  a  single  individual,  on  line  2 
of  Part  11  and  hit  earned  income  on  line  3 
He  co«np4etes  Part  II  as  shown  below  and 
enters  the  total  of  S4.B00  on  Fprm  1040. 
bne  34  He  then  fieures  hit  Ui  using  the 
Tax  TatMes  as  eiplained  in  the  instructions 
for  lines  34  and  3S  on  page  12 


1  Adiusted  gross  income 

2  Zero  brecket  amount  for 
a  single  individuSI 

3  Earned  income    ...     . 

4  "Subtract  line  3  from  Imi 
i  Add  lines   1   and  4    Ent 

and  on  Form  1040.  line 

Note-  If  Walter't  ilemitei 
more  than  his  aarnta  m 
complete  Schedule  A  first 


S2.300 

l.SOO 


800 
IBOO 
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Employee  Business  Expenses 


no»ing  expense  dedjclion.) 


)80 


^ /T/  /  ^  /i-  ■/    /^  A 


rj>    V/f  ^j-j 


■^ 


7-7-^ -f^/-  y 


£mpioy«(  S   «OUreii 


Instructions 

Use    inis    form 
pensrs   •&   jn 

•mounts 

•    You  D»-(f 


toayntn:.  / 

S««er*l   Duei.e«1.0/ni     J*.. lay*   Irom   iRS.   T- 
Publication    463/  Tr»»fl.    £nieM#.nm<Tr.    jm 


ly  yt« 


PuDXCJt'On  529/  M.fwr"^ntout  t 
PuDl.Ml.on  587i  fiul.«ci»  UJc  0 
Pubocat.on   508-   CaucWconji   £ 


t  Ocducnc 


P*n  I.— 
pen«s  ev«i 
l.ons  on  SCI 

Ifom  worn),  mcail.  e 
pen»f»  .n  Parr  I  »|ia 
•Oiutiia  t'OM   inc^mi 

COVJ  ■*  you  -trt  M  J 


tn  deoiic:   some  dl 

U   QO    nftl     lem./e   y 
1*  (FOffh   lOJC)     t., 


tapcmcs  are  ci«mefl  uiin|  •  u^tlul  lite  ot  i 
tnjn  J  ycari.  uM  Ot  (he  miicJCc  rm  •tltr  l 
thoner  usclul  litc  will  be  i.mneo  to  1 1 C  per  n 
(For  acprec'it>on.  mc  PuWtulion  463  ) 

Figure  your  mileage  rate  amount  ano  ado  < 
the  bu»<nc»i  pan  o<  wftat  you  locnt  en  inc 
lor  DarKing  lees  lonv  tnteresi.  ana  State 
local  taaei  (eicepi  |asoi<na  iai»- 

Ltne   4  — 1(   you   Mere    »r\   outt'G 


Pari  11. — Teuscan  otduct  other  Dm 
only  if   {i\yOur   employer   did 

ia40)    Rfloon  these 

S:n«du>t  A    E_iamD*es  «ri  ur^ton  or  pri 


1  deauCT  eioensei  for  bus>nets  use  o( 
tht  ftan  of  you*,  home  tn^t  you  «»C'uiivtiy  ano 

consistently    use  yor    yOur  \wOrli      If    you    are    not 

lor  your  tmpto^r  |  COnver«en:*  (For  Ousmtss 
uM  of  home,  see  PuYiication  587.) 

tf  v«u  snow  education  tiotnses  m  Par:  i  or 
Part  II.  you  must  l<il  9ut  Parf  in. 

Part  111 — YOU  can^acdudi  the  cost  o'  educa 
lion  that  helps  you  k*ep  or  improve  your  ta.nt 
tor  ih«  lOS  wou  haw*  po**     This  mciuOes  eouca 

reOuire  you  to  c*'  '"  proar  to  keep  yOu'  lOD  or 
you'  salary  Do  r>ot  beouct/  the  cost  of  silov 
that  helps  you  meet  fne  oa»<c  'eouirements  for 
'  yo^  Ctt  *  n, 


'   mean     ou       -   o-^  one «'  ilW^wneJ  """  *^^  '  ""'     ''"   **"'   "  '    '"'•"«"    15     if   you   oa>(3 

you  0*0  not  need  s-eeb f  reV:  l.ne  5   .(  your  employer  rcpa'd   you  for  tnem     if  i"    hus-nes*     i>n/oui    or>iV  i<r^tt    ID    Ihrougn    15 

line    3  — If    you    uia    yOu'\  O""    CJr    ir    vo-r  yo<j  were  rcp«<a  lor  part  o'  mem    show  here  '"e  RH-ture  t"e  o«'»  for  d«or*t-aion  each  year  .f^ 

work     ycu   car   CfSu:'   iCe   c;s\  of  the  tus-nt»*  amount   you  were  reoa.C     Show  tne  rest  m  Pan  me  luiure  ih/t  you'  periJer^iage  of  Ousmess  use 

use    Enter  t^e  cost  nerf  an-r  Hyf.ng  .[  .r%  Pjns  n  chjnj.j    y  / 

PART  I — Empiovee^usiHess  Eipenses  Deduclible  in  Figuring  AdtusteO  Gross  inc&ffie  on  formll040.  Line  31 


1  f»Tti  tor  airplane,  boat] 

2  Meals  and  lodging  . 

3  Car  eipenses  ('ro-ri  Part  iv\ne>^:) 

4  Oulsroe  soiesperscn's  eipenses  (3?c  Pjn  I  instructions  aDove)  >■ . 


5  Oirier  (see  Part  t  i 


tions  above}   ^ . 


r\  ■ 


6  Aod    lines    1    through    5 ,      . 

7  Ernpioyer  s  payments  (or  tnese  eipenses  it  tiot  mctufled  on  Form  w-2 

8  Deduct'D'*  bupness  e«pen$e$  (subtract  tme  7  from  ime  6>    Enter  Here  and  include  on  Form  1040,  ii^e  ?4 

9  Income  Irom  ^t^css   business  e«per.ie  pjyments  (subtract  ime  6  (rom  ime  7)    Enter  riere  and  ifUtiioe  on 

F^r^    IQJQ    i.hel?! . ■■      '■.  i 

PART  II  — £mpiO]^ee  Business  Expenses  mat  are  Deduclible  Only  if  You  llemize  Deducttonsion  Schedule  A  (Form  104  0) 


1    Bus.n«»s  e«pep»es">>oi 

nctudca  above  (list  cipense  inc  amount 

fc^ 



,• 

-      1 

'■    1 

2   Total    Deduct  ijnoer  u. 

reii;n>oo5  Oen.ict.ins   Sci-eouie  «  ifo'tr 

lOiOl 

PART  III  — Inlo'matior 

AdouI  tducalion  tioenses  Shown  i 

n  Part  1  or  Part  1 

, 

I  eaucJii 

I 


1  Fia 

2  AODress  >■ 

3  D<0  you  need  ih.s/eOucalion  to  meet  me  basic  rcQuiremenis  lor  your  job? 

4  V/.il  In.s  siuOy  nt«g'am  Qujl.iy  ycu  tor  a  new  lOt'  .....;.. 

5  I?  vouf  arswer[tc|  c  jes"  r^  ">  j'  4  .s  Tic   ei.-:ain  (1)  ..hy  you  are  jretiinc  trie  eoucat'Or  and  (2) 
tne  courses  yQu  (too*  anc  y^jf  (OD   ;i(  you  neco  more  soace.  anacn  a  $i.ner«ent  )   ^   . 


6  Lis!  your  mam  suoi'c:,   or  cescnbe  vour  cJucaiionai  activity   ^  . 


2106  .H15I 
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PART  IV — Car  Eicensei  (Uie  either  your  actual  expenses  or  the  mileage  rale) 

^.^'^'^ 

C»r  1   ^  -^^ 

Cjr2 

C*r3 

A..    NomOf  0(  monini  you  u>M  cjr  (or  tiu»m«>»^urir>c  1980 

8     TotJl   m.iene  lor  months  .n  line  A  ,     >^ 

C     6o5."»ii  oan  0'  i.r>«  B  m. lease       /  .      .      .      . 

mnntni 

miirj 

\p„iej 

m.let 

1  Gasoline,  oil,  luoncation.  txy 

2  Repairs     .... 

3  Tires,  lupoiies.  etc. 

4  Oincr   (a)   Insurance 

(b)  Taics 

(c)  Tags  and/lie 

(d)  Interest  ^ 

(e)  Miscellaneous  . 

5  Total  (aaa  imes  1  i»roucn  4/e))  . 

6  Business   eercenufie   or  ^r  us 
aeove)       .     .     .   j .     .     / 

7  Business  part  of  car  expense  (multiply  line  5  by  line  6)  . 

8  Depreciation  (Irorrj  Part  VI,  column  (h)) 

9  Divioe  line  8  By   II  monlns 

10  Multiply  line  9  Py  line  A.  poove 

11  Total  laflC  line  7  jne  i.neliO    men  s>ip  to  line  191 


C    by    lin 


I  

—  ^\  \  


Miieice  Rate 

12    Enter  tne  smaller  ol  U^^   15)000  miles  or  (B)  Ine 

ine  C. 

.  V.y  m 

les 

13    Multiply  line  12  Py  20^  (lit  i(  car  is  lully  aepre 

■^J^ 

o«e-   15.000  miles  .      . 

miles 

'.'.             '.'.'            '/\ 

16  Total  miicaje  eipense  (aaS  i.nes  13  ana  IS) yf  .     . 

•  y  3 

17   Business  parr  ol  car  interest  ana  St«te  ana  local 

axes  (ciceot  gasoline  tax 

)  .      . 

.^^. 

18   To:a    laoc   imes    16   anc    17 

^'-T 

-;^ 

Summary: 

\      ■, 



19    £f»ter  ar^Oun:  Irrm  line   11  o 

r„ 

ne  Iff- wmcneirer  you  us«a  . 

sr 

20    Parking   lees  ana  tolls    ,      , 

21    Total  'aac  i.nes  19  ana  201 

En 

er  here  ana  in  Parr  1    Ime  3 

,^^ 

PART  v.— Basis  lor  Deprec 

at 

on  o(  Car  Used  in  Business  (See 

instructions  on  front) 

Tfsoe-<n  of  0<d  Cir 

miles 

miles 

(c)    BulinMt    percentjfe    .       .      . 
(d.v.ce  l.ne  (b)  by  line  («))  . 

5 

2   Purchase  pnct  or  oqntr  basis  .     . 

!  1 

'  \ 

2) 

5  Multiply   hn«  A   by   percentage  on   lir 
Kcl 

6  Gain  or  (loss)  on  prr^ious  Irade-in  . 

7  Balance  ol  lines  5  and  6  (Suptracl  ga 
or  add   (loss)) ,^ 

8  Depreciation  allowed  or  allowable  .; 

9  Cain  or  (loss)  on  business  pan  (Sul 
Iran    line    7    trtim    line   8   for  gain:    i 


13  Muilioiy  line  12  by  the  percentage  pn 
line  6  ol  Pamv 

14  Enter  gain  or  (lots)  Irom  line  9  .      .       . 

10   Purcnase  o 

rice  or  otPer  b 
salvage  liaiue 
IsuOtract    line 

1 

11     Irorr 

. 

11    Esi.maiea 

'■ 

12    DiKerence 
101 

line 

IS    Basis  lor  deorecialion  (Balance  o'  lines 
13.ar««  14  subiracf  gainor  add  riossl> 

-- 

PART  VI Car 

Deorec 

ation 

"•"  —  — • 

'■"      11 

~;;-  1  ' 

•;;■  '^.'i"" 

—.r"- 

°""T'"T.  wTT* 

'V~-:; 

'-■•',. 

-' 

■\ 

?•■" 

'*'u»7" 

1              '"1 

1 

1 

•i                    1 

1               i 

1 

1                    ' 

1              1          1 

1 

1 

1 
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SCHEDULE  K-1 
(Form  106S) 


Amended 

Partner's  Share  of  Income,  Credits,  Deductions,  etc. — 19B0 

fot  ulrn«ar  r"'  >1>0  "  ''K«l  |t«r 
b.|.»i>ir.| 6iJ ISBO.  mnc  tnd.nf  _...12/  11 ,  l»  &0  - 

^         tie*  of  Copy  B)  — ---^^ 


Portntft  idenbtymt  number   ►    353-'l0-^5'36 


Piftnenhip  »  latnlifylng  numbtf  ►•    71-053'40t1 


Partner'^  name,  address,  and  2lP  code 

Hillary   Rodham 
816  Midland 
Little  Rock,    AR 


Partnership's  name,  sddrcH.  and  ZIP  code 

Rose  Building  LimiteONPartnership- 
120   East   Fourth  \  .    . 

LTttTe-Rock.    AR       ^2201 


■'\ 


my  pirtrtinhipjfrttrcst  djrini  Ihe      ^**      ^* 


A  (!)    Dalc(s)  partner  tamijic  tit] 

»taf  ►__ /.. 

(ii)  Old  partner  h>n  aA;  pjrtnershipio'ureit  btleri  1/1/777  . 

B  Is  partner  a  nonrcsidfnt  alien?  .   / 

C  (0    Is  pirtner  a  Lmiled  panner/see  pa|c  2  at  Instrvctiaos)? . 
partner 


TO    H  -Yes- 
D    W     D.i  Mnnt'  ». 

It  Tfes.-  enun 


<ipi 


00   Did  »»ftn*f 

II  "res,"  enter 


a  i*vi  to  partnership  of  contribtitcd 
property  (oUier  uiao  noney)  at 
tfm({s)  et  cont/i^ufion  to  the  part- 
•erihip     .     .     J 

b  Valie  ol   contributed  property  in  *a* 

abmc  as   rellected  in   U)c   partner's 

\    capital  account    ) 


a^asis  \lo  partnership  of  distributed 
pjoperty  (olher  than  noney)  at 
tijne(s)  yl  Oitinbulion  to  the  part- 
ner \.    \    .     J_ 

h  ValueXpf  distributed  property  in  'a~ 
above   av^  re  iftlcd   In   the   partner's 

capital  accbHjit    J,,^ „ _ 

C  Was  any  pan  of  the  partner's  intert^/tiver  acquired  tiom 
another  partner? 


onixM 
f'bo   •/. 
2.66    •/. 

....?.:.P.P...t; 

..0.9.9.?...% 


nion  ►JA.u^tin,    JX. 
►    Indjyidyaj 


F  (I)    Did  partnership  intervsl  termioale  dutinf  the>Mar7  . 

(il)  Did  partnership  Interest  dcaeasa  dv-  -:  the  ^aiT 
C  Enter  partner's  peruntafe  of: 

front  sharuif ___.^ 7S 

Uss  sharinf \      '^\ 

Ownership  ol  capital 

Time  denied  (o  business 
H  IRS  Cesler  where  partnership  filed  i 
I     tVhal  type  of  entity  is  this  partner?  j 
J    Partner's  share  ol  liabilities  (see  paie  7  tf  InslKiclieni): 

01  IxanM  Mm*  l/l/H      |  01)  l>i—ti  Ml  I2/)I/Tt 

Nonrecourse  .     .     i , /$™...i.....« ■ 

Olher       .     .     .     » /»—). 

K  Enter  total  amount  ol  liabilities  other  Ihar^^  iMnrefourse  lee  which  Ihe 


Incurred  before  1/1/77 
Incurred  alter  Wlim 


L  Partner's  share  ol  any  prc-19M  loss(es)  from 
a  seclrni  «U(c)(l)  adi>i>rti.e,  film  or  noeo        V 
lape.  section  1Z4S  pjoocny  leasing,  farm,  or  oil  ^ 

and  las  propcrtyflor  whcti  there  uisled  a  cor- | 

(espondinf    amqunt ol — nonieeourse    tiabilily 

al   the   end   ol   Ihe   year    ia    which   loulel) 
occurred $ 


W  Reconcil 


of  partne 


[2811 


,  IMO    fifn    Ml. 


1  ■  Guaranteed  payments  to  partner.  (1)  Deductible  by  the  partnership  . 

(2)  Capitalued  by  the  partnership 

b  Ortlinsry    Income    (lou) 

2  Additional  firatp^ar  depreciation  (Basis )  .     .     .     . 

3  Gross  farming  ^r  fishing  Income 

4  Dividends  qualifying  for  txclusion 

5  Net  short-term  capital  gain  Ooss) 

6  Net  long-term  dapitil  gain  (loss) 

7  Net  gain  (loss)  from  Involuntary  conversions  ilu«  toxasvatty  orlhetf: 

8  Other  net  gaini(loss)  under  section  1231 

9  Net  earnings  Opss)  from  self-employment '  . 

JO  •  Charitable  con^bulnns:  50% 

b  Other  Itemuged  deductiani^atucb  liiU  ^ , 

11  Ezpensa  account  sliowanca 

12  Jobs  CT»dit    .1    ./ 

13  Taus  paid  by  regulated  Investment  company 

14  •  Paymenu  for  partner  to  a  Keogh  Plan  (Type  of  plan  ^ 

b  Payments  lot  partner  to  an  IRA 

c  Payments  for  partner  to  Simplified  Employee  Pension  (SEP) 


_..(.?.81J 


Sch.  C  Part  III 
Sch.  E.  Part  III 
Sch.  Z,  Part  III 
Sch.  E.  Part  III 
Sch.  t.  Part  IV 
Sch.  B.  Part  II.  line  3 
Sch.  D,  lino  3.  col.  I  or  ( 
Sch.  D.  lino  10.  col.  I  or  g 
Form  4664 
Fonp  4797.  lino  ] 
Sch.^E.ParllorPartll 
Sch.A.\llna21  or  22 
Sea  Scb\  A 


Form  S8R4 

r»rm  1040.  tin*  CI.  — 
-l<«m  lot-.,' 

Form  1040,  lino  7G 
form  1040.  line  71 
Form  l(yi0    linn  7C 
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LAW  OFFICES 

WILLIAMS  8  CONNOLLY 

725  TH/ilfTH  JfREtr,  N  W 
WASHINGTON,  D  C  20005 
DAVID  E  KENDALL  (202)  434-5000 

^202^^2^-^>'^  FAX  (202)  434-5029 


May   24 ,    1996 


VIA  HAND  DELIVERY 

The  Honorable  Jamea  A.  Leach 

Chairman 

(Tommittee  on  Banking  and  Financial  Services 

United  States  House  of  Representatives 

2129  Rayburn  House  Office  Building 

Washington,  D.C.   20515-6050 

Dear  Mr.  Chairman: 

I  am  forwarding  to  you  herewith  a  report  entitled 
"Review  o£  Clinton  Tax  Adjustments  Proposed  by  the  Houee 
Committee  on  Banking  and  Financial  Services,"  which  has  been 
prepared  by  a  distinguished  panel  of  tax  experts  in  response  to 
the  report  signed  by  Donald  Alexander  and  released  by  your 
Committee  staff  in  August  1995. 

The  authors  of  this  report  are  highly  regarded  tax 
experts  with  impeccable  credentials.   Sheldon  S.  Cohen  is  a 
former  Commissioner  of  Internal  Revenue  under  President  Johnson 
and  is  now  in  private  practice  in  Washington,  D.C.   John  S.  Nolan 
is  a  former  Deputy  Asaistant  Secretary  for  Tax  Policy  in  the 
United  statac  Treasury  Department  under  President  Nixon  and  a 
former  Chairman  of  the  American  Bar  Association  Section  of 
Taxation.   He  currently  is  in  private  practice  in  Washington, 
D.C.   Jerome  Kurtz,  a  former  Commissioner  of  Internal  Revenue 
under  President  Carter,  currently  is  a  Professor  at  New  York 
University  School  of  Law  and  Director  of  the  Graduate  Tax  Program 
there . 

The  Review  analyzes  the  tax  deficiencies  alleged  in  the 
Alexander  Report  and  concludes  that  they  are  overwhelmingly 
erroneous  or  unsupported.   The  Review  found  certain  minor  errors. 
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As  the  Review  points  out,  the  Clintons  have  no 
obligation  whatsoever  to  make  any  corrections  now,  since  the 
applicable  statutes  of  limitation  have  long  since  run. 
Nonetheless,  in  accordance  with  their  previous  pledge  to  do  so, 
they  have  repaid,  with  interest,  the  appropriate  amounts.   On  May 
1,  1996,  the  Clintons  contributed  $2,910  to  the  Bureau  of  the 
Public  Debt,  representing  $1,283  in  federal^ taxes  and  $1,627  in 
interest,  and  $455  to  Arkansas  Children's  Hospital  (Arkansas  has 
nothing  analogous  to  the  Bureau  of  the  Public  Debt) ,  representing 
$246  in  state  taxes  and  $209  in  interest. 

In  making  these  payments  the  Clintons  have  made  no 
adjustment  for  Whitewater-related  tax  benefits  they  could  have 
but  did  not  take  (indeed,  the  experts  noted  that  this  investment 
had  not  boen  structured  as  a  device  to  save  taxes) .   Such 
adjustments  would  have  substantially  offset  the  corrections  the 
Clintons  have  voluntarily  made  pursuant  to  the  finding  of  the 
Review.   Specifically,  the  Clintons  made  additional  payments  for 
the  benefit  of  the  Whitewater  Development  Company  from  their  own 
funds:   $291  in  real  estate  taxes  paid  in  1989;  $345  in  franchise 
taxes  paid  in  1990;  and  $2,839  for  company  tax  accounting  work  to 
prepare  and  file  three  years  of  back  corporate  tax  returns,  paid 
in  1991.   They  were  never  reimbursed  for  these  payments  and  did 
not  take  any  deduction  for  them.   Given  the  company's  financial 
condition  at  the  time,  the  Clintons  reasonably  could  have  taken 
the  position  that  these  payments  were  not  contributions  to 
capital  but  rather  expenditures' to  protect  the  investment  and 
their  own  creditworthiness,  which  were  therefore  deductible. 

Sincerely, 

David  E.  Kendall     ' 
DEK/law 
Enclosure 
cc:   The  Honorable  Henry  B.  Gonzalez 
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We  conclude  that  the  position  taken  in  the  Leach  Report  is  in 
error  based  on  the  following  four  reasons.   First,  Charles  Janes' 
July  31,  1980  entry  on  WDC's  working  papers  approximately  one 
year  after  the  formation  of  WDC  does  not  govern  the  treatment  of 
this  $2,400  payment  by  Mr.  and  Mrs.  Clinton.—'   Second,  Mr.  and 
Mrs.  Clinton  were  entitled  to  deduct  interest  payments  made  by 
them  on  the  acquisition  loans  for  which  they  were  personally 
liable.   Third,  there  is  no  evidence  that  Mr.  or  Mrs.  Clinton 
intended  to  lend  funds  to  WDC  in  the  amount  of  $2,400,  or  that 
anyone  acting  on  behalf  of  WDC,  with  the  authority  to  do  so, 
committed  WDC  to  repay  this  amount  to  Mr.  or  Mrs.  Clinton.   There 
was  no  promissory  note,  debt  repayment  and/  nothing  in  the 
corporate  minutes  to  suggest  that  a  debtor-creditor  relationship 
was  created  with  respect  to  this  amount.   Fourth,  in  1982,  the 
Internal  Revenue  Service  ("IRS")  audited  Mr.  and  Mrs.  Clinton's 
1979  federal  income  tax  return,  specifically  examining  the 
interest  deductions,  among  other  items.   According  to  a  1994 
letter  from  James  E.  Donelson,  District  Director  of  the  Little 
Rock,  Arkansas  district,  the  IRS  did  not  make  any  changes  to  Mr. 
and  Mrs.  Clinton's  1979  return.   The  IRS  audit  tends  to  confirm 
the  propriety  of  the  $2,400  interest  deduction. 

C.    1980  —  $9,000  Interest  Deduction 

On  August  23,  1980,  Mrs.  Clinton  wrote  a  personal  check  in  the 
amount  of  $9,000.   Although  the  payee  name  was  left  blank,  the 
check  included  a  third-party  endorsement  by  Citizens  Bank  of 
Flippin-   Mr.  and  Mrs.  Clinton's  checkbook  entry  designates  this 
check  as  a  "land  payment."   On  their  1980  federal  income  tax 
return,  Mr.  and  Mrs.  Clinton  deducted  the  $9,000  as  interest  paid 
to  James  McDougal .   Mrs.  Clinton  apparently  believed  the  $9,000 
to  be  an  interest  payment.—' 


See  R.  Shisler  Farms.  Inc.  v.  Comm. ,  33  T.C.M.  (CCH)  635 
(1974)  (no  indebtedness  to  transferor-shareholders 
established  by  an  accountant's  entr^'  on  the  corporation's 
working  papers  which  indicated  that  the  corporation  owed  an 
amount  to  its  shareholders);  Taub  v.  Comm. ,  30  T.C.M.  (CCK) 
669  (1971)  (accountant's  entr>'  on  corporation's  books 
indicating  shareholder  contribution  and  shareholder 
indebtedness  18  months  after  the  corporation  vTas  formed  did 
not  create  a  loan  between  the  shareholder  and  the 
corporation) . 

Page  5  of  the  Patten  McCarthy  Letter  describes  a  telephone 
conversation  between  James  Lyons  and  Mrs.  Clinton  on  March 
18,  1992,  in  which  Mrs.  Clinton  "reaffirmed  that  she 
believed  that  [the  $9,000]  was  an  interest  pa^Tnent." 

-  8  - 
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expenditure.  Accordingly,  we  sustain  the  respondent  thereon. 

The  next  three  items  consist  of  jewelry  purchases  in  the  amount  of  $108,  and 
an  item  in  the  amount  of  $143.78  for  work  performed  at  the  building  in  which 
Bristol  kept  its  office.  Without  going  into  the  evidence  in  further  detail,  we 
find  that  no  part  of  these  amounts  was  expended  for  purposes  personal  to 
petitioner. 

The  next  item  is  rental  for  a  safe  deposit  box,  which  was  in  petitioner's 
name.  Both  personal  papers  of  petitioner  and  corporate  papers  of  Bristol  were 
kept  there  during  1945.  Bristol  paid  the  annual  rental  of  $12.  We  find  that 
one-half  of  that  amount,  or  $6,  was  paid  for  the  personal  use  by  petitioner  of 
that  box. 

Petitioner  could  not  recall  with  any  fair  degree  of  certainty  or  conviction 
the  nature  of  the  remaining  four  items,  totalling  $110.25.  We  do  not  know  what 
their  true  nature  may  be,  or  whether  in  fact  they  were  personal  or  corporate  in 
purpose.  The  evidence  simply  shows  that  they  represented  department  store 
purchases  of  several  small  "petal  rugs"  and  some  cloth.  On  the  record  as  it 
stands,  we  must  hold  that  petitioner  has  failed  to  carry  his  burden  of  proof, 
and,  accordingly  sustain  respondent's  determination  as  to  these  items. 

[n]  Earnings  and  profits.   In  attributing  the  foregoing  items  to  petitioner, 
the  Commissioner  has  described  them  in  his  determination  as  "constructive 
dividends"  paid  by  Bristol.  Petitioner  now  attempts  to  raise  the  question 
whether  the  corporation  had  sufficient  earnings  and  profits  to  support 
distributions  of  taxable  dividends  in  the  amounts  reflected  in  these  items.  We 
think  the  point  is  without  merit.  In  the  first  place,  apart  from  the  issue  of 
fraud,  the  burden  of  proof  is  upon  the  petitioner,  and  if  the  question  is 
properly  before  us  it  is  incumbent  upon  him  to  show  the  insufficiency  in 
corporate  earnings  and  profits.  This  he  has  not  done.  To  the  contrary,  the 
record  contains  evidence  which  strongly  supports  the  conclusion  that  there  were 
sufficient  earnings  and  profits.  Petitioner  himself  testified  that  Bristol  had 
net  income  in  the  amount  of  $87,823.13  for  its  fiscal  year  ending  November  30, 
1945,  and  his  own  income  tax  return  for  1945,  which  is  before  us,  is  persuasive 
evidence  that  such  earnings  were  not  otherwise  paid  out  as  dividends .  We  are 
fully  satisfied,  even  for  purposes  of  the  fraud  issue  decided  hereinafter,  that 
Bristol  had  earnings  and  profits  in  an  amount  sufficient  to  cover  the 
"constructive  dividends"  which  the  Commissioner  attributed  to  petitioner,  and  we 
so  find  as  a  fact . 

Moreover,  it  would  seem  that  the  amounts  expended  by  Bristol  for  petitioner's 
benefit  would  constitute  income  to  him,  regardless  of  whether  it  had  "earnings 
and  profits".  The  existence  of  corporate  "earnings  and  profits"  is  significant 
only  where  the  payment  must  be  classified  as  a  dividend  in  order  to  be  taxable. 
In  the  instant  situation  it  is  questionable  whether  it  was  necessary  for  the 
Commissioner  to  describe  these  items  as  "constructive  dividends".  A  diversion  of 
corporate  funds  by  the  dominant  stockholder  and  officer  of  a  corporation  has 
been  held  to  constitute  income  regardless  of  whether  it  may  be  classified  as  a 
dividend,  and  taxability  to  him  therefore  need  not  turn  upon  the  existence  of 
corporate  earnings  and  profits.  Such  is  the  square  holding  of  Davis  v.  United 
States,  226  Fed.   (2d)  331  (C.A.  6),  certiorari  denied,  -  U.S.  -.  Accordingly, 
it  probably  was  entirely  unnecessary  for  the  Commissioner  to  characterize  these 
items  as  "constructive  dividends".  However,  in  view  of  our  finding  that  there 
were  sufficient  corporate  earnings  and  profits,  the  point  need  not  be  reached. 
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Under  section  61(a) (12)  of  the  Internal  Revenue  Code  (Code),  gross  income 
includes  income  from  discharge  of  indebtedness.  Section  108(e) (4) (A)  provides 
that  for  purposes  of  determining  income  from  discharge  of  indebtedness,  to  the 
extent  provided  in  regulations  prescribed  by  the  Secretary,  the  acquisition  of 
outstanding  indebtedness  by  a  person  bearing  a  relationship  to  the  debtor 
specified  in  section  267(b)  or  707(b) (1)  from  a  person  who  does  not  bear  such  a 
relationship  to  the  debtor  is  treated  as  the  acquisition  of  such  indebtedness  by 
the  debtor.  Thus,  to  the  extent  required  by  section  61(a) (12)  and  section  108, 
the  debtor  realizes  discharge  of  indebtedness  income  upon  the  acquisition  of  its 
debt  at  a  discount  by  a  related  party  from  an  unrelated  party. 


J2 


Section  108 (e) (4)  was  enacted  by  section  2(a)  of  the  BanJcruptcy  Tax  Act  of 
1980  (Pub.  L.  No.  96-589,  94  Stat.  3389,  3392)  to  prevent  taxpayers  from 
avoiding  discharge  of  indebtedness  through  acquisitions  of  outstanding 
indebtedness  by  related  parties.  The  legislative  history  notes  that,  under  prior 
law,  "a  related  party  (such  as  the  parent  corporation  of  a  debtor)  can  acquire 
the  taxpayer's  debt  at  a  discount  and  effectively  eliminate  it  as  a  real 
liability  to  outside  interests,  but  the  debtor  thereby  avoids  the  tax  treatment 
which  would  apply  if  the  debtor  had  directly  retired  the  debt  by  repurchasing 
it."  H.  Rep.  No.  96-833,  96th  Cong.,  2d  Sess.  9  (1980);  S.  Rep.  No.  96-1035, 
96th  Cong.,  2d  Sess.  10  (1980)  (the  Senate  Report). 

Public  Comments 

A  significant  number  of  comments  were  received  from  the  public  on  the  scope 
and  content  of  the  proposed  regulations.  The  following  discussion  summarizes  the 
principal  comments  made,  as  well  as  the  changes  made  in  the  final  regulations  in 
response  to  those  comments. 

Direct  and  Indirect  Acquisitions 

Under  the  proposed  regulations,  section  108(e) (4)  applies  if  indebtedness  is 
acquired  in  a  direct  acquisition  or  an  indirect  acquisition.  A  direct 
acquisition  occurs  where  a  person  related  to  the  debtor  acquires  the 
indebtedness  from  a  person  unrelated  to  the  debtor.  An  indirect  acquisition  is  a 
transaction  in  which  a  holder  of  outstanding  indebtedness  becomes  related  to  the 
debtor,  if  the  holder  acquired  the  indebtedness  in  anticipation  of  becoming 
related  to  the  debtor. 

The  final  regulations  provide  that  the  Service  may  exclude  certain 
transactions  from  the  definition  of  a  direct  acquisition  through  the  issuance  of 
subsequent  published  guidance.  In  response  to  comments  received,  the  Service 
intends  to  study  the  extent,  if  any,  to  which  a  direct  acquisition  should  not 
occur  if  the  indebtedness  and  an  ownership  interest  in  the  debtor  are  acquired 
together  from  the  same  person,  and  that  person  was  related  to  the  debtor 
immediately  prior  to  the  transaction. 

Some  commentators  argued  that  the  Secretary  does  not  have  the  regulatory 
authority  to  apply  section  108(e)(4)  to  indirect  acquisitions,  particularly 
where  the  holder  acquires  the  debtor  (because  the  holder  then  retains  the  power 
to  require  payment  of  the  debt).  However,  the  Service  and  Treasury  continue  to 
believe  that  section  108(e)(4)  applies  to  indirect  acquisitions  of  the  type 
covered  by  these  regulations. 
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March  23,  1992 
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Backgrou 

On  Au^st  2,  1978,  tliciCfcDougals  and  the  Clintons  puFcJiased  230  acKcs  of  land  in 
Marijj^  County^..^J^ansas  from  101  River  Developmem^sInc.  for  $202,61120. 
Payihent  for  \pt  purchase  was  made  with  the  proceeds  from  a  mortgage  loan,  in  the 
amount  of  $182,61120,  which  the  purchasers  obtained  from  Citizetu  Bank  &  Trust 
Company/Mippin,  Arkansas,  and  a  loan,  in  the  amount  of  $20,000.00,  taken  out  by 
Bfll  Clinton  and  James  McDougal  from  Union  National  Bank,  Little  R6f  k,  Arkansas. 

)n  September  30,  1979,  the  McDougals  and  the  Qintons  conveyed  thd^roberty  to 
C./ However,  the  mortgage  obligation  associated  with  the  property  Was  not 
sferred  to  WDC  and  remained  the  obligation  of  the  individuals  on  a  joiht  and 

cver^  basis.  Similarly,  the  Union  National  Bank  loan  was  not  transferrdd  tolWDC 
and  remained  the  obligation  of  Bill  Qinton  and  James  McDougal.  The  Ctntons  and 
I^cDqugals  each  became  50%  shareholders  in  WDQ  which  was  incorporated  on 
Jone  ll8,  1979,  in  the  State  of  Arkansas,  for  purposes  of  developing  the  property  and 
seUinglresidential  lots  on  escrow  contracts.  The  parties  contemplated  l^at  tne  sale 
of 'iots  on  escrow  contracts  would  provide  cash  sufficient  to  service  the  acouisition 
debt  anc^  hopefully  generate  profits  over  time.  /       / 

Pre-iricor^ration  activities  included  the  expenditure  of  ftMids  fo^  ^^f^^" 
infrastnjctiites  (e.g.,  roads  and  grading),  as  well  as  interest  expense  on  the  acquisition 
financing.  Pillowing  incorporation,  the  infrastructure  cpsts  were  capitali^d  and 
amortized\)n  the  books  of  WIX:,  while  the  interest  «qSense  was  capitalized  as  part 
of  land  costsind^xpcnsed  as  lots  were  sold.  As  noted-aboverthe  oi  igiual-acqmsition 
financing  remained  the  direct  liability  of  the  Clintons  and  the  McDougals. 
Therefore,  the  transfer  of  the  property  to  WDC  resulted  in  loans  recorded  by  WDC 
payable  from  WDC  to  the  Clintons  and  the  McDougals.  However,  no  promissory 
notes  were  ever  executed  between  WDC  and  the  Clintons  and  McDougals.  The 
capital  accounts  of  the  Clintons  and  McDougals  were  aedited  for  J500  each  from 
the  pre-incorporation  expenditures. 

It  is  our  understanding  that  the  Qintons  were  not  artive  in  the  management  of 
WDC.  The  McDougals  assumed  that  responsibility  along  with  tlwiresponsibility  for 
thelbooks  and  records,  including  bank  accounts.  The  McDougals  JtoJ^arcntly  engaged 
dims  Wade  of  Ozarks  Realty  to  market  the  lots,  handle  the  esctp^  contracu  and 
aic^unt  for  the  proceeds  to  WDC  Ozarks  Realty  continues  to  pcrfOnt^  this  funaion, 
a^thoqgh  application  of  revenue  to  debt  service  has  been  irregular  a^d  Qzarks  Realty 
his  nrnfumished-a-complete  accounting.— In-198S,-subsuntially -all  of  Hie  assets  of 
WDC  were  sold  to  Ozark  Air  Service,  Inc. 

Itiis  our  understanding  that  since  the  inception  of  this  venture  and  at  the  request  and 
iiistrtjction-of-the-McDotigalsr-the-Clintons-have-made-various  ^oan  ^iyments 
(principal  and  interest)  and  other  cash  advances  to  WDC 
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(7)  Furniture)  Jewelry 
etc. 


(8)  Insurance — $10,000 

Life  Policy  bought  in 
1964  from  Metropolitan 
Life,  Cash  Value 


(9)  General  Debt 


I  certify'  that,  to  the  best  of  my  kr.o'Aledge ,  this  information  is  compjlete 
and  accuprate,^c  ef-thi?  dete;  ' 


f~yiAA     JAj-^y^jbl^ly^.^ 


Bill  Clinton 


^1^1  /  ^  / 

©(o)[>3[?DI6XlI?3irDM^====[Msi(o)[^^ 
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^On  August  23,  1980^illarv  Clinton  wrote  a  check  iKthe  amount  of 
$9,000,  withihc-T^cntTfication  oTlIurpayec  left  blank,  ^ere  were  no 
third-p^rt]^^dorsements,  other  than  the  stamp-^f  Citi2ens  Bank  &  Trust 
ThejSImtons  claimed  the  S9,000  as  an  interest  deobqion  on  tireir  1980  tax 
im.  In  our  telephone  conversation  with  her  and^ou  on  March  18, 
1,  she  reaffirmed  that  she  believed  that  it  was  an  ouerest  payment 
Based  on  our  reconstruction  of  the  probable  amortization  of  the  mortgage 
loan  at  Citizens  Bank  &  Trust,  we  believe  the  S9,000  w«tnt  to\  reduce 
principal.  However,  it  is  also  our  opinion  that  the  amount  paid  may  have 
represented  the  reimbursement  to  the  McDougals  for  th^  previously 
unreimbursed  interest  component  of  the  $11,032J0  discussed  i^  paragraph 
3.,  above.  Thus,  the  amount  claimed  as  an  interest  deduction  py  the 
Clintons  would  be  appropriate.  The  fact  that  the  McDougali  may  have 
tendered  the  check  to  Citizens  Bank  A  Trust  as  a  principal  rcducuon  on 
the  loan  would  not  affect  the  nature  of  the  financial  transactioqf  as  bjcrween 
the  Cintons  and  the  McDougals.  However,  if  data  or  information  which 
may  be  subsequently  provided  proves  otherwise,  the  Gintcms  ntay  have 
\^    realized  a  marginal  tax  benefit  in  the  amount  of  S4,816,  exqmdinff  interest 

\ln  December,  1980,  WDC  somehow  caused  the  releas^f  certaih  property 
»om  the  existing  mortgage  and  transferred  it  UKfiillaiy  Qimon,  who 
\proyided  $30,000  of  additional  funds  to  WpG^hich  was  recorded  as  a 
)an  "payable  to  her  by  WDC  The  sourcefof  these  funds  was  ajflan  from 
th^NMadison  Bank  &  Trust  ("MBT"),  secufedTyTSc  transferrcdpropcrty. 
In  December  1981,  the  property  was  sold  to  an  unrelated  third  party  on 
an  escrow  sales  contract  WDC  collected  the  contract  payments  and  made 
payments  to  MBT,  reducing  the  loan  payable  accordingly. 

On  September  30,  1983,  the  loan  was  refinanced  at  Security  Bank  of 
Paragould  ("SBP")  at  a  lower  interest  rate.  In  fiscal  years  ended  May  31, 
1985  and  1986,  WDC  claimed  interest  deductions  in  the  amounts  of  SlSll 
and  $2322,  respectively.  In  calendar  years  1984  and  1985,  the  Qintons 
also  claimed  these  same  interest  deductions  based  otwhe  receipt  of  an 
interest  paid  statement  from  SBP.  However,  it  appeiA  that  WDC  was 
entitled  to  and,  in  fact,  did  claim  these  deductions.  Thtis\it  appears  that 
the  Qintons'  interest  deductions  were  in  error  and  a  maVgiijai  tax  benefit 
may  have  been  realized  in  the  amount  of  $2,156,  exclitding\nterest. 

In  1987,  the  third-party  purchaser  defaulted,  was  foreclosed  oh.  and  went 
into  bankruptcy.  Hillary  Clinton  then  purchased  the  propertyyom  the 
bankruptcy  esute  for  $8jD00  and  assumed  the  responsibilityXfor  the 
remaining  loan  balance.  The  property  was  ultimately  sold  in  1988  for  a 
net  taxable  gain  of  $1,640,  the  computation  of  which  we  believe  to  be 
correct 
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In  March  1992,  Bill  Clinton,  running  for  President,  acknowledged  that  he  and 
his  wife,  Hillary,  had  improperly  claimed  tax  deductions  for  interest  payments 
that  had  actually  been  made  by  the  Whitewater  Development  Company,  not  by 
themselves.  Mr.  Clinton  and  his  aides  said  the  couple's  accountant  had  simply 
made  a  mistake,  and  he  pledged  to  reimburse  the  Government. 

But  no  payment  was  made  to  the  Government  until  almost  two  years  later,  on 
Dec.  28,  1993. 

A  few  days  before  that  reimbursement.  Justice  Department  investigators  had 
begun  seeking  the  Clintons'  Whitewater  files.  Those  files,  some  of  them  made 
public  by  the  White  House  on  Friday,  contained  letters  that  now  cast  doubt  on 
Mr.  Clinton's  account  of  the  deductions:  they  show  that  Mrs.  Clinton  knew  that 
the  company  had  made  the  payments  for  which  she  and  her  husband  later  claimed 
the  deductions,  on  their  1984  and  1985  tax  returns. 

The  Clintons  were  not  legally  obligated  to  reimburse  the  Government  for  any 
error  that  old.  They  never  announced  the  payment  and  did  not  file  an  amended  tax 
return,  choosing  instead  to  quietly  send  a  check  for  $4,900  to  the  Treasury 
Department's  Bureau  of  the  Public  Debt. 

In  a  prepared  statement  issued  on  Friday  in  response  to  a  reporter's 
questions,  the  couple's  personal  lawyer,  David  E.  Kendall,  described  the  payment 
but  declined  to  discuss  the  reason  for  the  22 -month  delay.  He  noted  that  it 
would  have  been  less  expensive  if  the  Clintons  had  made  the  payment  earlier; 
most  of  the  $4,900  was  interest  on  the  tax  underpayment. 

A  cryptic  1993  letter  in  a  file  found  in  the  office  of  Vincent  W.  Foster  Jr. 
after  his  suicide  indicates  a  plan,  never  realized,  for  the  Clintons'  1992  tax 
return  to  correct  "an  erroneous  tax  deduction"  taken  earlier. 

Mr.  Foster,  deputy  White  House  counsel,  worked  on  the  Clintons'  1992  return. 
In  the  letter,  written  on  April  5,  1993  --  10  days  before  the  return  was  due  -- 
he  told  another  Clinton  lawyer  that  an  improper  deduction  related  to  Whitewater 
"was  intended"  to  be  corrected  on  it.  No  such  correction  ever  appeared  on  the 
return,  though. 

Asked  about  Mr.  Foster's  letter,  Mr.  Kendall  said  in  his  prepared  statement 
that  "we  cannot  now  ascertain  what  was  meant  by  that  vague  reference."  Mr. 
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'Kendall's  statement  did  not  address  a  question  that  had  also  been  put  to  him,  as 
to  whether  Mrs.  Clinton  had  been  involved  in  decisions  about  how  to  correct  the 
deductions . 

In  a  note  found  in  one  of  his  files,  Mr.  Foster,  long  after  Mr.  Clinton  had 
publicly  acknowledged  error  in  the  matter,  appeared  to  be  still  troubled  by  the 
Clintons'  having  taken  deductions  for  payments  that  had  actually  been  made  by 
the  corporation.  The  scribbled  note  spoke  of  the  "propriety  of  taking"  personal 
interest  deductions  "for  debt  which  should  be  corp." 

At  issue  were  payments  made  on  one  of  the  loans  obtained  to  finance  land 
purchases  and  improvements  by  Whitewater,  the  Arkansas  land  venture  in  which  the 
Clintons  joined  with  James  and  Susan  McDougal  in  1978.  The  partners  hoped  to 
quickly  resell  the  lots,  but  the  real  estate  market  sagged,  interest  rates 
soared,  and  the  company's  losses  mounted  along  with  its  loan  payments. 

In  a  sworn  statement  that  was  among  the  documents  made  public  by  the  White 
House  on  Friday,  Mrs.  Clinton  told  investigators  for  the  Government's  Resolution 
Trust  Corporation  earlier  this  year  that  she  had  always  expected  that  Whitewater 
would  be  responsible  for  repaying  the  loan  in  question.  She  also  said  that 
whenever  tax  issues  had  arisen  over  Whitewater,  she  or  the  Clintons'  accountant 
had  obtained  the  relevant  information  from  the  McDougals. 

Also  included  in  the  documents  released  on  Friday  were  letters  from  the 
Whitewater  file  sought  by  the  Justice  Department  in  late  1993.   Among  the 
letters  is  one  dated  Oct.  4,  1984,  in  which  Mr.  McDougal,  at  Mrs.  Clinton's 
request,  forwarded  a  Whitewater  corporate  check  for  her  to  send  to  the  bank  to 
pay  interest  and  principal  on  a  loan  that  Mr.  Clinton  had  obtained  in  connection 
with  the  Whitewater  operation. 

Although  the  improper  deductions  were  relatively  small,  they  are  part  of  a 
broader  pattern.  Almost  all  the  Clintons'  $42,000  investment  in  Whitewater  was 
deducted  on  their  personal  tax  returns  as  interest  payments  even  though, 
according  to  questions  raised  later  by  Mr.  Foster  and  others  who  tried  to 
reconstruct  Whitewater's  tangled  finances,  the  couple  may  not  have  been  entitled 
to  several  of  those  deductions. 

Mr.  Kendall  asserts  that  the  Clintons'  tax  returns  are  correct  except  for  the 
interest  deductions  in  1984  and  1985.  It  remains  unclear  why  the  reimbursement 
to  the  Government  for  the  tax  underpayment  was  delayed  so  long,  but  Mr.  Kendall 
denies  that  there  was  any  effort  to  hide  it. 

The  Clintons  have  said  the  mistake  arose  because  their  accountant  relied  on 
the  lending  bank's  statements,  which  did  not  identify  who  had  made  the  interest 
payments . 

But  a  tax  lawyer  who  has  reviewed  the  newly  public  documents  said  this 
defense  would  not  have  met  Internal  Revenue  Service  standards  dealing  with 
negligence  penalties.   The  lawyer,  Lee  A.  Sheppard,  a  contributing  editor  of  Tax 
Notes,  widely  regarded  as  the  leading  journal  on  tax  matters,  said  Mrs.  Clinton 
should  have  known  better  than  to  take  the  deductions.  As  a  corporate  lawyer, 
Mrs.  Clinton  would  have  been  held  to  a  higher  standard  of  care  than  the  average 
taxpayer,  added  Ms.  Sheppard,  who  analyzed  the  Clintons'  taxes  in  connection 
with  a  coming  article  in  the  journal. 
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"She  can't  avoid  negligence  penalties  by  blaming  the  problems  on  her 
accountants,"  Ms.  Sheppard  said.  "A  judge  would  say  that  reliance  was 
unreasonable  and  she  should  have  known  better  than  to  take  those  interest 
deductions . " 

From  Whitewater's  beginning  in  1978,  just  before  Mr.  Clinton  was  first 
elected  Governor  of  Arkansas,  he  and  his  wife  sought  tax  advantages  from  the 
venture.  That  year  they  took  an  interest  deduction  of  $10,130,  even  though  that 
"interest  on  the  Whitewater  debt  was  only  partially  due  in  1978,"  according  to  a 
report  prepared  recently  for  the  R.T.C. 

And  in  1980,  the  Clintons  wrote  a  check  for  $9,000  that  was  used  to  reduce 
the  principal  on  Whitewater's  main  bank  debt,  according  to  the  R.T.C.  report.  On 
that  year's  tax  returns  the  Clintons  deducted  the  $9,000  as  an  interest  payment 
to  Mr.  McDougal ,  a  claim  whose  appropriateness  was  questioned  by  Clinton 
campaign  accountants  in  1992. 

The  deductions  that  led  to  the  back  tax  payment  by  the  Clintons  in  late  1993 
also  have  their  roots  in  1980,  when  Mrs.  Clinton,  acting  as  a  surrogate  for 
Whitewater,  borrowed  $30,000  from  a  bank  controlled  by  Mr.  McDougal.  The  loan 
was  to  pay  for  a  model  prefabricated  house  to  help  market  Whitewater's  lots. 

As  part  of  the  transaction,  Mrs.  Clinton  took  title  to  the  land  on  which  the 
house  would  sit.  Lot  13.  The  next  year  the  property  was  sold.  Payments  on  the 
loan  continued  to  be  made  by  Whitewater,  a  ract  emphasized  by  Mrs.  Clinton  when 
she  responded  in  1982  to  a  past -due  notice  from  the  bank.  "I  ask  that  you  speak 
with  Mr.  or  Mrs.  McDougal,  who  have  made  .ill  the  arrangements  for  this  loan," 
she  wrote,  according  to  the  R.T.C.  report,  "It  has  been  my  understanding  that 
the  loan  has  been  paid  out  of  proceeds  from  sales  by  the  White  Water  Development 
Corporation. " 

The  next  year  Mrs.  Clinton's  bank  loan  was  retired  with  $20,800  that  Mr. 
Clinton  obtained  from  another  institution,  Security  Bank  in  the  town  of 
Paragould,  Ark. 

The  new  loan  faced  the  same  troubles.  In  October  1984,  after  Mr.  Clinton 
received  a  final  payment  notice  from  the  bank,  Mrs.  Clinton  wrote  to  Mr. 
McDougal,  reminding  him  that  the  loan  stemmed  from  the  prefabricated  house  and 
asking  him  to  take  care  of  it. 

He  replied  three  days  later,  forwarding  Mrs.  Clinton  a  corporate  check  for 
$4,811  made  out  to  Security  Bank  "to  pay  the  interest  and  make  a  $2,000 
principal  reduction  on  the  note,"  according  to  the  R.T.C.  report.  He  reminded 
Mrs.  Clinton  that  "we  receive  monthly  payments  on  the  sale  of  the  house  and  must 
use  the  proceeds  to  retire  this  note." 

The  Clintons  nonetheless  took  a  $2,811  interest  deduction  on  their  1984 
return. 

In  1985,  the  Clinton  loan  at  the  Security  Bank  was  past  due  again.  This  time 
Governor  Clinton's  state  bank  commissioner,  Marlin  Jackson,  who  owned  Security 
Bank,  acted  as  an  intermediary  to  clean  up  the  problem. 

After  talking  to  Mr.  McDougal  and  Mr.  Clinton,  Mr.  Jackson  wrote  the  bank  on 
Nov.  1,  1985,  that  Mr.  McDougal  would  be  sending  a  payment  to  cover  the 
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interest  as  well  as  some  principal.  A  SV,322  check  on  Whitewater's  account  was 
forwarded  a  few  days  later. 

But  on  their  1985  tax  returns  the  Clintons  themselves  deducted  the  $2,322 
interest  payment . 

Over  the  next  few  years,  with  Whitewater  no  longer  functioning,  the  Clintons 
took  over  the  payments  on  this  loan  until  they  completed  the  sale  of  Lot  13  in 
1988.  They  realized  a  profit  of  $1,600,  which  they  reported  on  their  tax  return. 

The  teuigled  tale  of  Lot  13  did  not  surface  again  until  1992,  when  Mr. 
McDougal,  in  an  interview  with  The  New  York  Times,  expressed  irritation  that  he 
had  put  $100,000  more  than  the  Clintons  into  Whitewater,  including  payments  to 
the  bank  on  Lot  13,  and  that  Mrs.  Clinton  had  then  sold  the  lot  for  a  profit  to 
her  and  her  husband. 

In  response,  the  Clinton  campaign  assigned  a  team  of  accountants  to  review 
the  venture's  fineuices.  The  accountants  interviewed  Mrs.  Clinton  in  March  1992, 
according  to  Mr.  Foster's  files,  but  it  is  not  known  whether  they  discussed  her 
cor'respondence  on  the  issue. 

Later  that  year  Mr.  Foster  became  involved  in  cleaning  up  unresolved 
financial  issues  from  Whitewater,  including  the  payment  of  back  taxes.  But, 
according  to  an  Arkansas  associate  of  Mr.  Foster  who  spoke  on  condition  of 
anonymity,  Mrs.  Clinton  had  some  reservations  about  paying  any  more  money  for 
anthing  at  all  related  to  Whitewater. 

According  to  Mr.  Kendall,  the  matter  was  jesolved  on  Dec.  28,  1993,  when  the 
couple  made  a  payment  of  $4,900  to  the  Treasury.  A  payment  was  also  made  to  an 
Arkansas  charity,  in  the  amount  of  $  800:  the  sum  of  the  state  tax  underpayment 
plus  interest. 

LANGUAGE:  ENGLISH 

LOAD-DATE:  August  6,  1995 
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Chris  and  Rosale 
Ozarks  Realty  Co. 
P.  0.  Bo?c  700 
Fllpptn,  XR  72634 

Dear  Chris  and  Rosalee 

I  wrote  the  bank,  re 
information  they  had  as 
the  lots  in  Whitewater  Es^ 
of  that  information,  which  I  foa 
thought  some  of  the  escrow  eoni* 
paymlnt,  but  I  could  be  «ong 
IhrMarion  County  ";«  =°JJ«"^; 
We  could  get  copies  o*  "^l  ^J«  *= 
so  that  I  would  know  who  needs  _   . 
payment?   I  would  really  appreciate 


they  give  me  any 

"  real  estate  taxes  on 

they  did  not  have  any 
bit  strange  since  I 
for  proof  of  tax 

u  please  contact 
and  ask  her  if 
ate  tax  payments 
request 
his\  \ 


With  best  regards,  I  am. 


Sincerely 


HIIXXRT  RODHAM 


HRCsckp 

/ 


CONFIDEl 

Ki(o)[u]@g  ©®[Aiflc^oTir[ir 


©^[^^^o©'^ 
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•oaMd  r    et. 

twOMAC  f .  TWMAaM 
■•via  1.  «iu.i«»« 


Ms .  Rbsalee  Vad 
Ozarks  ,Reaity  Co 
100  Main  Street 
P.O.  Box      700 
Flippin,  XR   72634 

Dear  Rosaleei 

I  an  enclosing  a  check  f 
escrow  account .   I  apprec 
for  U8. 

I  am  also  copying  you  on  a  let 
First  Ozark  to  see  whether  his 
the  lot  owners  have  been  billed 
explained  to  Chris  on  the  telaphi... 
records  from  Whitewater  and  do  not  . 
Uriether  or  not  the  lot  owners  were  b 
ideas  as  to  how  else  we  could  follow 
fhad  no  records? 

I  appreciate  all  that  you  are  doing  to  h 
I  am 

Sincerely 


I 

T 


g  to  Ves  Strange  at 
whether  or  not 
taxes.   As  I 
d  not  have  any 
e  to  determine 
have  ^ny 
he  b^^ik  also 


gards, 


Z' 


HRC/dc 
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ROSE  LAW  FIRM 

ATTO<»NCr» 
ite  tAST  reuKTM  arocrr 

LITTLC  nOCK.  AKNANBAS  TOOl 

Tcueevtco  ••oil  »f-i—9 


October  38,  1988 


First  Qzaric  Bank 
P.O.  Bo]^  250 
riippln, \^   72634 

Whitewater  Sitat 


Do  you  have  any  records  that^ 
certain  lot  ovnars  have  been  bi] 
property  they  are  purchasing? 
I  received  from  Rosalee  Sade  wil 
certain  taxes  that  Ocarks  Reall 
Ln  the  past.  I  have  personally 
iclcount  and  wanted  to  know  whether 
tax  payments  or  could  advise  me  as  tt 
iL^llinq  the  property  owners  for  the  12 
ippreciate  your  help  on  this.  If  you  nt 
linf oration,  please  call  ne  or,  perhaps, 
^hris  Wade. 


whether  or  not 
taxes  owed  on  the 
a  copy  of  a  letter 
pertaining  to 
id  for  Whitewater 
ks '  escrow 

reaord  of 
ut 
axes .   I 
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ROSE  LAW  FIRM 


ATtonuvn 

ICO  CAST   rOUHTM   STMCCT 

LITTLC  BOCK.  AKHAMSAS  TIIOI 

TClff»««e«C  '•Cti  ITB-VOi 

ici.cco»tca  ifto'i  jy»-<>o» 
w.  M.  Moac 

October  28,  19B8 


Ms.  hosalee  Wa 
Ozarks  Realty  Co 
100  Main  Street 
P.O.  Box   700 
Flippin,  AR   72634 

Dear  Rosalee: 


I  am  enclosing  a  check  f 
escrow  account.   I  apprec 
for  us . 

I  am  also  copying  you  on  a  Ictte 
First  Ozark  to  see  whether  his 
the  lot  owners  have  been  billed 
explained  to  Chris  on  the  telephi 

3ecords  from  Whitewater  and  do  no 
hither  or  not  the  lot  owners  were 
ideas  as  to  how  else  we  could  follow 
liad  no  records? 

}  appreciate  all  that  you  are  doing  to  he 
am 


reimburse  the  Ozarks 
:is  taking  care  of  this 


I.', 

HHC/dc 


to  Wes  Strange  at 
whether  or  not 
axes .   As  I 
not  have  any 
to  determine 
have  ^ny 
he  bank  also 


Sincerely  y 


lllary  Rodham  Clil 


CONFIDENl 
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c,  -  neii  «u  nil  •  r.o  loi  >» .  »uf r.»..  «"=*''»Y  "^ 


Man*  COTInl  tuft  t<  MIAITORS 

AfMaai  MAIIORS  AiikIXH*  i 
MMMMl  AuacHHM  X  *(  *110">  ' 


J- 


ipcs  lot  the  1987  -- 
',Ti  County.   The  total 


owes  to  us  S227.T6 
rXthe  balance  due 


•Ait<Srnc> 
kose  Ln-  F 
120  Ekrt  'ith 
Liti.le\Rock, 

Dear  Hillary: 

P3 »•.■••..:  ?'i;ic'i  cnclos 
C?::c--  1  have  paid 
fcr  VV-i-.c-acor  Est 

In  addition,  Whitewatei 
for  part  of  1986  taxes  an^ 
on  1965  taxes. 

The  zot.Tl  now  due  to  reimbur 
is  SI. 275. 15 

1  You  VI 11  probably  want  to  check 

Us-atos  har  billed  the  lot  owners 

loniv  lots  Whitewater  still  owns  ar 
\Lot  13  that  Logan  had).   The  other  tr 
Wo  tir.e  and  the  tax  liability  shoul 
property  owners.  Please  note  ?"^«5^,'   .-„ 
Mr.  Blair  has  paid  his  taxes  and  VJhitSwater 

for  this. 

If  vou  have  any  questions,  or  if  1  can  be  of  fur 

assistance,  just  let  me^  know 

/Sincerely, 

/ 

I    OZ.<K:;£    REALTY    CO. 


tscrow  Account 


^Whitiviater 
The 

jld  for 


Kcsa J" 


J 


c   Wade 


r>^oo..v.    CONFIDENT 

©®[ai?0[I)[l(?370M^-<?B®[o)QiXgS©  ©V  tTDOS  KIT©  7®  vduis 


ik 
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SCMBXVfS  AAB 

[rorm  10*01 

0«patiiwit  at  um  Traasury 
Inumsl  R«w«nu«  S«rvic« 


r 

Schadula  A  -  Itamlzed  D*ouctlons 


^  An*eh  to  Form  1040.  ^  S«ftln«tnMll«)w.  tat  Schaduias  A  *nd  ■  (Form  10401. 


NamaU)  a  inovn  on  Form  1040 
WTT.T.TAM    .T    CT  TNTON    & 


198' 


Your  scoal  tS 

42.9-92 


HTT.<APV    ROnHAM 


-991 


M«4ical  Aftd 
Dantal  Expantas 

(Do  not  Includa 
•xp«ru*s 

rawnbursad  or 
paid  bv  otharL) 

insiruct>on( 
on  paga  Z3-) 


Prncripoon  madtanat  *nd  <r\jQi.  mtulin.  doctort.  donoitx  ninaft. 

Othar  (l«tr-<ncluda  haaring  p^^  dantur««.  ayagiiftasa.  vanapcrtaodn 
•n^  loO0">fl.  •*C)    ^,..1. 


/Add  iinat  )•  and  lb.  and  antar  tha  loul  hara 
MuiDpiv  ^Ha  amount  on  Porm  104a  iina  3Z  bv  7  5%  COTS) 
SuOtratfl  iina  3  frtxn  lin«  2.    t*  laro  or  laii.  aniar  -Q-    Total  ffw>cai 


r  4 


Taaaa  You 
Paid 

(Sm 

insrucbons 
on  paga  23) 


Slata/and  local  mooma  Uxas 

Raai/atuu  taxaa 

OthJr  tuas  (lls^tncluda  parional  prooarry  laxnJ  > 

"cR.swnAu..rj\wr.Ciivi.i 

Entar  tha  toiai  h«ra.  Total  taxas 


.;P.ERS.O.NAL...PRDP.ERT.V... 

Add  tna  jfTiQunti  on  linaa  S  thrpugn 


10. 083 


1.27! 


'Ju 


TTsas- 


Intaf  aat  You 
Paid 


(Sm 

initrvjcoons 
on  paga  24 ) 


t  nwmg^gt  i/v«r«sr  atducian. 


Daduccibia  norr^a  mongaga  miarast  rou  patd  to  rmanaai 
IraOCn  Oaoucubla  oo<nu  on  lina  10) 
I  \  Oaauctibia  noma  mcngaga  mtarast  you  oatd  to  individui 
\jf»o*v\inai  parion  s  ntmm  and  adtf assJ     ^ „ 


<ntotuQon« 


SEE    STMT    14  12a 


OaOucUDIa  Doinu  (Saa  inivucuona  lor  UM 
DaOucoOfainvastmant  intarasl 
Parsorr^l  mtatasl  vou  paid  (saa  paga  24) 


3*1  rulas.) 


7  ■  57/4 


2,959l, 


1  .6851 


b      Muitjoiv  tija  amount  on  ima  12a  bv  40%  L40).   Entar  tha  raiuit. 


\  T2bl 


674. 


Agg  (h«  < mount!  on  tint  9a  through 


■nd  12b    Entar  iha  tola<  hwa.  Tot^J  toiawi  — fc  -43 


^^-2Q7. 


Gifts  to 
Charity 

iniirucoons 
on  paga  2S) 


Cono-iputiOns  try  catn  or  cftao.  (if  rou  gawa  )3.000  or  mora  to  j 

on«  organiiation.  snoM  uj  whom  you  gava  and  ho^r  much 

you  gava.)    ►  „...„„„ „.» _„„....„„.„_. 

Oikar   IBM   (lU   m    t»MI.   Hm   MM   MMl   'mb   tin   »   Mar   IWt  I  STMT 

C*(TYow«r  from  prior  yaar 


13.425. 


'1:3 


2.085 


15.510. 


CaaualtY  and 
T>M>t  Lotaai 


Caaually  or  tn«n  loulaaJ  (atuch  ^orm  46641    (Saa  paga  2S 
of  Tha  'nitruCTonv) 


Moving 
E»paw»aa 


Mming  ansanias  (anacn  Form  3903  or  3903F).   (Saa  paga  26 
1  of  tha  inamjctKyii.)  . 


Job  Cxpanaas 
and  Moit  Othar 
MItcallanaous 
Oaductlona 

(Saa  paga  26 
tor  wanaas  to 
daduei  hara.) 


\Unriimkursa«  afT«lavaa  ai9afita]-ioa  travel,  untan  flual.  )••  aaucatian.  tie 
\(Y«ii  MUST  inacli  Farm  2I0S  m  lenia  onti  Sat  lnivunions.1  ►   

SEE  .5.TMT...1.Z:Z.1 

Oihar-axDanm  (inv««tm«ni  ti«  ariBviiian.  lilt  omdui  BaL__^ 
ate.).  List  typa  and  ainount   ►  „ 


.S.EE....S.TAIEm:MT....Jl.6.._ 

Add  tha  amounu  on  lin«a  20  and  21.    Entar  tha  lofal 

K^dltiply  tha  amount  on  harm  1040.  hna  3Z  by  2%  C02}.    Entar  tha 

^atult  hara 

/  Subtract  ima  23  from  hna  22.    Entar  tha  ratult  (if  laro  or  lau.  antar  laro) 


5.858 


2,268\ 


I.126.\ 


3.757 


••241 


4.369. 


Othaf 

Mlaeallanaoua 

Oaductlona 


25  '    J  Othar  (from  liit  on  paga  26  of  InstructJoniJ     Entar  tvpa  and  amount  •' ., 


Total  Itam 
Daducllen 


Aaa  Iha  aneunti  on  linal  4.  I.  (].  U.  II.  13.  24,  ata  2&.    Enlaf  tha  ulal  fiara.  Dtan  antar  on  fvm  1040.    1 
line  34.  ma  LMGEK  of  9>ii  uial  or  raur  iixaa-t  <a<uctien  from  »a«t  17  at  «ia  Inrmictioni  ^26 


42.671. 


I  Haducllan  Act  t«a«M.  iaa  Fa 


tCHIDULC  A  (Form  1040l(1li(l 


LP    00866 
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35  T.C.M.  (CCH)  28  printed  in  FULL  format. 

PETER  PAUL  DeVERE,  Petitioner  v.  COMMISSIONER  OF  INTERNAL 
REVENUE,  Respondent 

Docket  No.  4113-73. 

UNITED  STATES  TAX  COURT 

35  T.C.M.  (CCH)  28;  T.C.  Memo  1976-10;  T . C .Mem. (P-H)  760010 

January  12,  1976.  Filed 

COUNSEL:  Peter  Paul  DeVere,  pro  se . 

Thomas  G.  Schleier,  for  the  respondent. 

OP INI ONE Y :  RAUM 

OPINION:  MEMORANDUM  FINDINGS  OF  FACT  AND  OPINION 

RAUM,  Judge:  The  Commissioner  determined  a  deficiency  of  $1,162.90  in 
petitioner's  income  tax  for  the  calendar  year  1970.  The  parties  have  filed  a 
stipulation  of  facts  which,  together  with  its  accompanying  exhibits,  is 
incorporated  herein  by  this  reference.  Petitioner  resided  in  Chicago,  Illinois, 
at  the  time  he  filed  his  petition  in  this  case. 

In  his  1970  return  petitioner  Peter  Paul  DeVere  reported  adjusted  gross 
income  in  the  amount  of  $8,642.34.  The  Commissioner's  determination  of 
deficiency  rests  upon  five  separatt  adjustments,  four  of  which  are  in  issue.  All 
of  the  contested  adjustments  are  connected  with  the  family  situation  in  the 
DeVere  home  during  1970,  and  concern  dependency  exemption  deductions  claimed  for 
petitioner's  three  siblings  and  his  mother,  head  of  household  status,  medical 
expense  deductions,  and  a  deduction  for  real  estate  taxes. 

During  1970,  petitioner  was  living  with  his  then  recently  widowed  mother,  his 
17 -year  old  brother  Charles,  and  his  two  sisters  Maggy  and  Bess,  aged  19  and  21. 
His  mother  owned  the  unmortgaged  house  in  which  the  family  resided.  Petitioner 
undoxibtedly  furnished  the  family  with  svibstantial  moral  and  financial  support. 

1.  Dependency  exemptions  deductions.  As  to  petitioner's  siblings,  the 
stipulation  of  facts  recites  that  Charles,  Maggy  and  Bess  received  gross  income 
during  1970  in  the  amounts  of  $1,100,  $3,000  and  $1,262,  respectively.  In  the 
circumstances,  we  have  no  alternative  but  to  sustain  the  Commissioner's 
disallowance  of  the  three  dependency  exemption  deductions  which  petitioner  had 
claimed  in  respect  of  Charles,  Maggy  and  Bess.  Section  151(e) (1) (A),  I.R.C. 
1954,  as  it  applied  to  the  year  1970,  explicitly  rules  out  each  of  these 
deductions,  since  they  could  be  available  to  petitioner  only  if  the  claimed 
dependent's  "gross  income  for  the  calendar  year  in  which  the  taxable  year  of  the 
tax-payer  begins  is  less  than  $625".  There  is  no  escape  from  the  plain  words  of 
the  statute. 

As  to  the  dependency  exemption  in  respect  of  petitioner's  mother  it  was 
incumbent  upon  petitioner  to  establish  that  he  provided  more  than  one-half  of 
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her  support  during  1970  in  accordance  with  the  requirements  of  section 

152(a) (4) .  He  presented  no  evidence  from  which  we  could  make  any  finding  that  he 

in  fact  furnished  that  much  support  for  her.  The  stipulation  shows  that  she 

received  Social  Security  and  Veteran's  Administration  benefits  in  1970  in  the 
amount  of  $1,986,  all  of  which  were  used  by  her  for  her  support,  and  that  she 
owned  the  family  home  which  had  an  annual  fair  rental  value  of  $4,200.  The 
regulations  plainly  indicate  that  the  value  of  such  rent-free  lodging  must  be 
considered  as  a  contribution  by  the  owner  of  the  home  to  the  support  of  each 
person  who  lived  there.  Section  1 .  152-1  (a)  (2)  (i) ,  Income  Tax  Regs.  Therefore, 
petitioner's  mother  must  be  considered  to  have  provided  not  only  one-fifth  of 
the  rental  value  for  the  support  of  herself,  but  also  another  one-fifth  for  the 
benefit  of  petitioner  which  would  have  to  be  taken  into  account  in  determining 
whether  he  furnished  more  than  one-half  of  her  support.  Lena  Hahn,    22   T.C.    213. 
As  sympathetic  as  we  are  to  petitioner  who  obviously  made  sacrifices  to  keep  his 
family  together,  we  simply  cannot  find  on  the  record  before  us  that  he  supplied 
at  least  the  required  one-half  of  his  mother's  support  in  1970.  Accordingly,  the 
Commissioner's  disallowance  of  the  dependency  exemption  deduction  for 
petitioner's  mother  must  be  sustained.  Victor  Blanco,    56  T.C.    512,    514;    Rose  D. 
Seraydar,    50   T.C.    756,    760;    James  E.    Stafford,    46  T.C.    515;   Aaron  F.    Vance,    36 
T.C.    547,    549;    Tax  Court  Rules  of  Practice  and  Procedure,  Rule  142(a). 

2.  Head  of  household.  Petitioner  filed  his  1970  tax  return  claiming  head  of 
household  status  and  computed  his  tax  liability  in  accordance  with  the  rates 
applicable  to  that  category  of  taxpayer.  Petitioner  would  be  entitled  to  use  the 
head  of  household  rates  only  if,  inter  alia,  he  maintained  a  home  which  was  the 
principal  place  of  abode  of  a  dependent  of  his,  in  respect  of  whom  he  was 
entitled  to  a  deduction  under  section  151.  Section  2(b) .  Since,  as  has  been  held 
above,  there  was  no  such  qualifying  dependent,  the  Commissioner's  determination 
that  petitioner  was  not  entieled  to  compute  his  tax  using  head  of  household 
rates  must  be  sustained. 

3.  Medical  expense  deduction.  Petitioner  deducted  $2,823.79  as  medical 
expenses  which  he  paid  during  1970   The  Commissioner  disallowed  the  deduction  in 
its  entirety  on  the  ground  that  the  expenses  - 

were  paid  for  the  medical  care  of  individuals  who  do  not  qualify  as 
dependents  under  sections  151  and  152  of  the  Internal  Revenue  Code  and, 
therefore,  are  not  deductible  by  you. 

Section  213  allows  a  taxpayer  to  deduct,  subject  to  certain  limits,  amounts 
which  he  paid  for  his  own  medical  care,  or  for  the  medical  care  of  his  spouse  or 
his  dependents.  Although  petitioner's  return  sets  forth  in  detail  the  various 
medical  expenses  claimed  (names  of  doctors,  amounts,  etc.) ,  we  have  no  way  of 
Icnowing  to  which  of  the  five  persons  in  the  DeVere  household  any  of  them 
pertained,  and  petitioner  has  not  otherwise  given  us  any  breakdown.  In  the 
circumstances,  we  have  no  way  of  knowing  to  what  extent  this  amount  was  expended 
for  persons  who  did  not  qualify  as  dependents,  and  we  must  accordingly  sustain 
the  Commissioner's  disallowance  of  this  deduction,  nl 

nl  On  brief,  petitioner  states  that  "most  of  the  deductible  expenses  were  for 
medical  expenses  for  the  petitioner's  mother".  However,  no  such  evidence  appears 
in  the  record,  and  we  were  unable  on  the  record  to  find  that  his  mother 
qualified,  as  a  dependent  under  section  152  of  the  Code.  To  the  extent  that  the 
medical  expenses  were  incurred  for  the  benefit  of  his  siblings,  the  record  also 
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fails  to  show  that  petitioner  provided  more  than  one-half  the  support  of  his 
siblings,  which,  if  established,  might  furnish  the  basis  for  a  finding  of 
dependency  under  section  152  for  purposes  of  qualifying  for  the  medical 
deduction  under  section  213,  notwithstanding  that  he  was  precluded  by  section 
151(e)  (1)  (A)  from  taking  a  dependency  exemption  deduction  by  reason  of  the 
fact  that  each  of  them  had  more  than  $625  gross  income  during  the  teixable  year. 
Finally,  the  record  does  not  show  that  any  of  the  expenses  were  for  petitioner's 
own  medical  care. 

4.  Real  estate  taxes.  Petitioner  claimed  a  deduction  of  $602.32  for  real 
estate  taxes  which  he  paid  during  1970.  These  tcixes  were  assessed  on  the  DeVere 
home  in  Wheaton,  Illinois.  The  home,  however,  was  owned  by  petitioner's  mother. 
Therefore,  under  applicable  state  law,  she  alone  --  and  not  petitioner  --  was 
liable  for  these  taxes.  111.  Ann.  Stat.  ch.  120,  sec.  508  (a)  (Smith-Hurd  1970). 
Because  taxes  are  deductible  only  by  the  person  upon  whom  they  are  in^osed,  the 
Convnissioner  properly  disallowed  this  deduction.  Virginia  M.    Cramer,    55  T.C. 
1125,    1130;   Section  1.164-l(a),  Income  Tax  Regs. 

Decision  will  be  entered  for  the  respondent. 
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LENA  M.  ANDERSON,  Petitioner  v.  COMMISSIONER  OF  INTERNAL 
REVENUE,  Respondent 

Docket  No.  4740-70 

UNITED  STATES  TAX  COURT 

33  T.C.M.  (CCH)  234;  T.C.  Memo  1974-49;  T. C.Mem. (P-H)  740049 

February  28,  1974,  Filed 

COUNSEL:  Lena  M.  Anderson,  pro  se. 

Willard  N.  Timm,  Jr.,  for  the  respondent. 

OPINIONBY:  GOFFE 

OPINION:  MEMORANDUM  FINDINGS  OF  FACT  AND  OPINION 

GOFFE,  Judge:  Respondent  determined  a  deficiency  in  petitioner's  income  tax 
for  1967  in  the  amount  of  $1,340.77.   The  issues  for  decision  are  whether  a  gain 
realized  on  a  sale  of  stock  purchased  on  December  2,  1966,  and  sold  on  June  2, 
1967,  was  held  for  more  than  six  months,  and  whether  certain  deductions  should 
be  allowed  for  home  office  expense,  travel  expenses  incurred  for  the  production 
of  income,  and  real  estate  taxes  paid  in  1967. 

FINDINGS  OF  FACT 

At  the  time  the  petition  was  filed  in  this  proceeding,  petitioner  was  a  legal 
resident  of  Hacienda  Heights,  California.   She  timely  filed  her  income  tax 
return  for  1967  with  the  appropriate  office  of  the  Internal  Revenue  Service,  nl 

nl  It  is  not  clear  from  the  record  whether  petitioner  filed  her  return  with 
the  district  director  of  internal  revenue  at  Los  Angeles  or  with  the  IRS  Service 
Center  at  Ogden,  Utah. 

On  December  2,  1966,  petitioner  purchased  100  shares  of  Neptune  Meter  Company 
(NPM)  stock  for  $2,279.50.   She  sold  this  stock  on  June  2,  1967,  for  $4,751.90. 
She  reported  the  gain  of  $2,472.40  as  a  long-term  capital  gain. 

In  his  statutory  notice  of  deficiency  dated  April  27,  1970,  respondent 
determined  the  gain  to  be  short-term  rather  than  long-term. 

On  her  1967  return,  petitioner  deducted  home  office  expenses  of  $500. 
Petitioner's  income  in  1967  consisted  solely  of  dividends  on  stock,  interest, 
rents  of  real  property,  and  gains  from  stock  transactions.   She  had  no  business 
or  profession  other  than  the  management  and  conservation  of  her  real  property 
and  stock  investments.   She  was  not  a  licensed  real  estate  broker  or  salesman  in 
1967  and  did  not  buy  or  sell  any  real  property  in  the  ten-year  period  prior  to 
1967  except  for  the  sale  of  her  home  in  1963  and  the  purchase  of  another  home  in 
1964. 
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Petitioner's  home  during  the  year  in  issue  contained  1,850  square  feet. 
Respondent  determined  that  petitioner  used  143  square  feet,  the  average  size  of 
a  room  in  her  home,  for  business  purposes.   Accordingly,  he  allowed  her  a 

deduction  of  7.7  percent  of  the  costs,  including  depreciation,  of  maintaining 
her  home,  or  $112. 

Petitioner's  investment -related  business  activities  consisted  of  the 
following:  (1)  maintaining  a  card  system  of  sums  due  and  paid  on  her  rental 
properties,  (2)  filing  bills  and  receipts,  (3)  computation  of  her  income  tax, 
and  (4)  writing  letters  to  real  estate  and  stock  brokers,  taxing  authorities, 
and  the  Internal  Revenue  Service.   Most  of  this  work  was  done  in  the  family  room 
of  the  house,  although  some  work  was  also  done  in  other  rooms. 

Petitioner  used  her  automobile  to  visit  her  rental  properties  in  order  to 
collect  rent .   Because  the  tenants  failed  to  pay  rent  on  time  or  in  the  proper 
amount,  petitioner  often  had  to  visit  the  properties  several  times  a  month  in 
order  to  collect  the  rent.   These  properties  were  located  an  average  of  60  miles 
round  trip  from  petitioner's  home.   Petitioner  also  used  her  automobile  to  visit 
her  banker  and  her  broker.   Her  bank,  located  in  Los  Angeles,  was  on  her  way  to 
her  Los  Angeles  investment  properties,  while  her  broker  was  in  Beverly  Hills, 
approximately  100  miles  round  trip  from  petitioner's  home.   During  the  taxable 
year  in  question,  petitioner  attended  school,  which  was  approximately  70  miles 
from  her  home,  three  times  a  week.   She  also  admitted  to  using  her  car  to  visit 
her  family  smd  to  attend  church. 

Petitioner  deducted  the  following  real  estate  taxes  on  her  1967  return: 


V.  Beaudry  Mts . 

LSM 

Tr.  3777  L  81-82 

Hol.  Hts.  Pn.  80 
Palm  Se.  28NR11W 
Irrig.  Dist .  Assess. 
CPH  «2 


PS  Tr.  #2  L  ss 

22 

Nor. 

8225  L  8  B  c 

Pet. 

Gard.  L24 

B7 

Tr. 

26841  L  1 

P.S. 
Norw 

Assess. 
.  Assess . 

Norw 

.  Assess. 

PID 

Art. 

Assess. 

Int. 

P.S. 

int. 

Total  taxes  pa 

id 

(+  $351.13  int.) 


$  43.80 

8.02 

93.81 

112.57 

201.43 

1902.41 

160.20 

22.24 

209.54 

213.33 

154.15 

825.57 

43.04 

71.36 

42.78 

235.04 

78.02 

8.14 

5.45 

4795.52 


Respondent  disallowed  $3,74  3  of  the  claimed  deduction  for  failure  to  furnish 
adec[uate  substantiation.  n2 

n2  Respondent  conceded  on  brief  that  the  taxpayer  should  be  allowed  a 
deduction  of  $2,428.25  or  $1,375.73  more  than  was  allowed  in  the  statutory 


(•)-  $  13.49  int.) 
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notice  of  deficiency. 

When  this  case  was  first  set  for  trial  at  Los  Angeles,  California,  the  Court 
granted  petitioner  a  continuance  following  a  pretrial  conference,  for  the 
purpose  of  see)cing  as  much  proof  as  possible  regarding  the  payment  of  expenses 
which  respondent  had  disallowed  for  lack  of  substantiation. 

When  this  case  was  heard  at  Los  Angeles ,  the  Court  directed  the  respondent  to 
provide  certificates  from  the  tax  collectors  of  San  Bernardino,  Riverside  and 
Los  Angeles  Counties  which  showed  the  name  in  which  the  various  parcels  of 
property  claimed  by  the  petitioner  were  assessed  and  when  those  assessments  were 
paid.   The  Court  further  directed  that  the  record  would  be  held  open  for  6  0  days 
for  the  purpose  of  receiving  additional  evidence.   The  Court  later  received  from 
the  respondent  three  groups  of  documents  and   a  letter  of  transmittal  which 
indicated  that  copies  of  these  documents  had  been  sent  to  the  petitioner.   These 
documents  were  received  into  evidence  and  marked  as  respondent's  exhibits  B,  C 
and  D. 


Exhibit  B  consists  of  those  parcels  which  were  assessed  in  petitioner's  name 
and   on  which  the  assessed  tax  was  paid  in  1967.   It  contains  the  following 
relevant  information:  n3 

n3  The  fourth  column  reflects  the  reference  to  the  property  on  the  supplement 
attached  to  petitioner's  1967  income  tax  return. 

AS  LISTED  ON 
PETITIONER ' S 
DESCRIPTION       AMOUNT  PAID  4/10/67   AMOUNT  PAID  12/6/67        RETURN 
Riverside  County: 
Palm  Springs 
Village 

PS  Tr.  «2  L  8S  22 
n2  $104.77  -  $209.54 


3.96 
6.36 

11.92  CPH  #2  -  $  22.24 


Tract  2,  Lot  22 

nl  $  95.52 

San  Bernardino 

County ; 

Cedarpines 

Highlands  No.  1 

Lot  38 

Lot  19 

Lots  20  <<  21 

Los  Angeles 

County : 

Map  Book  -  Page  - 

Parcel 

AMOUNT  PAID  4/10/67  AMOUNT 

2845  22  27 

$  1.99 

2845  22  32 

1.99 

3023  4  15 

509.61 

3040  2  2 

3.34 

3040  2  3 

3.34 

3040  2  4 

3.34 

3040  2  5 

3.34 

3040  2  6 

3.34 

AS  LISTED  ON 
PETITIONER'S 
PAID  12/1/67  RETURN 

$2.01  LSMS  8 . 02 
2 . 01  LSM  -  8 . 02 

Palm.  Se.  2eNRllW 
951.21  -  1902.41 
9.65  not  listed 
8 . 65  not  listed 
9.65  not  listed 
8 .65  not  listed 
8.65  not  listed 
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(Beaudry' s 
Mountains  Lot) 

V .    Beaudry  Mte .    - 
5608    14    6  21.89  21.90    43.80 

(Holson  Heights) 
6017    4    2  $175.78  $175.57    not    listed 

Hoi.    Hts.    Pn.    80    - 

$201.44  (+  $351.13 
6033  3  32  100.17  100.72  int.) 

Tr.  3777  L  81-82- 
6088  15  16  28.01  46.91  93.81 

TOTAL  TAXES  PAID  ON  THESE  PARCELS  IN  1967:  $2,065.88 

nl  This  includes  one-half  of  a  $12.45  special  assessment. 

n2  This  includes  a  $11 . 04  special  assessment . 

Exhibit  C  contains  the  certificates  from  the  tax  collectors  of  San 
Bernardino,  Riverside  and  Los  Angeles  Counties  for  which  the  assessments  were 
paid  in  1967  but  which  were  not  assessed  in  petitioner's  name.   There  are  two 
parcels  dn  such  exhibit  which  appear  to  have  been  claimed  by  petitioner  on  her 
1967  return. 

The  first  parcel,  listed  on  the  return  as  "Nor.  8225  L  8  B  c,"  is  in  tract 
No.  8225,  Lot  8,  Bloc)c  C,  Norwalk,  California.   The  tax  collector's  certificate 
shows  that  this  property  is  assessed  in  the  names  of  Jesus  D.  and  Adela  Robles. 
Taxes  of  $170.81  were  paid  on  April  10,  1967,  with  a  second  payment  of  $106.66  ■ 
made  on  December  4,  1967. 

The  second  parcel,  reported  on  petitioner's  return  as  "Pet.  Card.  L24  B7,"  is 
located  in  Petroleum  Gardens,  Lot  24,  Bloc)c  7.   The  tax  collector's  certificate 
shows  that  this  property  is  assessed  to  Rubel  Garcia  and  that  taxes  of  $76 . 54 
were  paid  on  April  10,  1967.   A  second  payment  of  $77.08  was  made  on  December  4, 
1967. 

In  his  cover  letter  to  petitioner  dated  February  12,  1973,  enclosing  copies 
of  all  the  certificates  obtained  pursuant  to  the  Court ' s  order ,  respondent 
requested  that  petitioner  forward  proof  that  she  owned  these  parcels  and  that 
she  paid  the  tax  on  them.   Respondent  also  noted  that  the  Court  had  requested 
petitioner  to  provide  it  with  letters  answering  her  inquiry  to  the  Palmdale 
Irrigation  District  as  to  whether  the  taxes  paid  represented  taxes  on  property 
or  represented  special  assessments.   The  letter  also  pointed  out  that  petitioner 
should  send  the  requested  information  directly  to  the  Court  by  the  date  until 
which  the  record  in  this  case  was  being  held  open  for  the  purpose  of  receiving 
additional  evidence. 

The  only  additional  evidence  which  has  been  received  by  the  Court  consisted 
of  the  certificates  of  the  tax  collectors  which  were  forwarded  by  the 
respondent.   These  were  admitted  into  evidence  and  the  record  was  closed.   No 
further  evidence  has  been  submitted  to  this  Court  by  petitioner  since  that  time 
and  petitioner  has  made  no  motion  regarding  additional  proof  she  may  have. 
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ULTIMATE  FINDINGS 

1.  Petitioner,  an  investor,  sold  100  shares  of  N.P.M.  stock  exactly  six 
months  after  she  purchased  the  stock.   Accordingly,  her  gain  on  the  sale  was  a 
short-term  capital  gain. 

2.  Petitioner  used  the  family  room  of  her  home  for  the  production  of  income. 
Since  this  room  was  13  feet  by  22  feet  in  size,  it  represented  15.4  percent  of 
the  1,850  square  feet  home.   Accordingly,  she  may  deduct  a  proportionate 
amount  of  the  operating  expenses  of  her  home. 

3.  Petitioner  failed  to  fully  substantiate  her  investment -related  travel 
expenses.   She  is,  therefore,  entitled  to  a  smaller  deduction  than  claimed  on 
her  return. 

4.  Petitioner  may  deduct  real  estate  property  taxes  of  $2,426.25  as  allowed 
by  respondent.   The  additional  amount  claimed  on  her  return  is  disallowed. 


Issue  1.   Sale  of  Stock 

Petitioner  purchased  100  shares  of  N.P.M.  stock  on  December  2,  1966,  and  sold 
it  on  June  2,  1967,  at  a  gain.   Section  1222(3)  n4  defines  a  long-term  capital 
gain  as  a  "gain  from  the  sale  or  exchange  of  a  capital  asset  held  for  more  than 
6  months."  [Emphasis  added.]  It  is  undisputed  that  the  stock  in  question  is  a 
capital  asset.   The  issue  before  us  is  the  manner  of  computing  petitioner's 
holding  period  for  the  stock.   It  has  long  been  settled  law  that  the  holding 
period  of  property  is  computed  by  excluding  the  day  of  purchase  and  including 
the  day  of  sale.   In  Sheets  v.  Selde.-,  c  Lessee,    69   U.S.     (2   Uall)    177,    190 
(1864),    the  Supreme  Court,  discussing  the  interpretation  of  contracts  amd 
statutes,  said  "Where  time  is  to  be  computed  from  a  particular  day  or  a 
particular  event... (the  proper  method  of  computation)  is  to  exclude  the  day  thus 
designated,  and  to  include  the  last  day  of  the  specified  period."  This  method  is 
the  one  currently  used  by  the  respondent.  Rev.    Rul .    70-598,    1970-2   C.B.    168.    See 
also  Rev.    Rul.    66-7,    1966-1    C.B.    188.    This  manner  of  computation  was  approved  in 
E.     T.     Weir,     10    T.C.     996,     1000-1001     (1948),    affd.  173  F.2d   222     (C.A.  3,  1949). 

n4  All  references  are  to  the  Internal  Revenue  Code  of  1954,  unless  otherwise 
indicated. 

We  therefore  hold  that  petitioner's  holding  period  for  the  N.P.M.  stock  began 
on  December  3,  1966,  and,  when  she  sold  the  stock  on  June  2,  1967,  she  had  held 
the  stock  for  exactly  six  months.   Accordingly,  since  section  1222(3)  requires  a 
holding  period  of  more  than  six  months,  we  find  that  petitioner  realized  a 
short-term  capital  gain  on  the  sale  of  her  stock. 

Issue  2.   Deduction  for  Home  Office 

On  her  1967  return,  petitioner  deducted  $500  which  represented  that  portion 
of  her  housing  costs  allocable  to  the  portion  of  the  home  set  aside  as  a  home 
office.   Petitioner  stated  at  trial  that,  based  on  what  she  felt  was  a  fair 
rental  of  her  home  ($350  per  month) ,  she  did  not  feel  that  a  deduction  of  $500 
was  unreasonable.   Respondent  allowed  only  $112  of  this  amount,  which  represents 
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7.7  percent  of  petitioner's  expense  of  maintaining  the  home  (7.7  percent 
representing  that  portion  of  the  home  occupied  by  the  average-sized  room 
thereof) . 

Since  petitioner  has  not  maintained  that  she  is  in  the  trade  or  business  of 
managing  property,  she  is  limited  to  a  deduction  under  section  212  which  allowsl 
her  to  deduct :  ♦  *  *  all  the  ordinary  and  necessary  expenses  paid  or  incurred 
during  the  taxable  year  - 

(1)  for  the  production  or  collection  of  income; 

(2)  for  the  management,  conservation  or  maintenance  of  property  held  for  the 
production  of  income;  or 

(3)  in  connection  with  the  determination,  collection,  or  refund  of  any  tax. 

However,  the  burden  of  proving  entitlement  to  and  the  amount  of  deduction 
under  this  section  is  upon  the  petitioner.   Rule  142,  Tax  Court  Rules  of 
Practice  cuid  Procedure . 

We  recently  stated  in  Stephen  A.    Bodzin,    60   T.C.    820,    825    (1973)    that: 

*  *  *  [the]  applicable  test  for  judging  the  deductibility  of  home  office 
expenses  is  whether,  like  any  other  business  expense,  the  maintenance  of  an 
office  in  the  home  is  appropriate  and  helpful  under  all  the  circumstances. 
[Emphasis  added.] 

We  are  satisfied  from  the  record  that  petitioner  is  entitled  to  a  deduction 
for  home  office  expense.  n5  The  only  remaining  question  is  the  amount  of  the 
deduction  to  which  she  is  entitled. 

n5  We  have  earlier  rejected  respondent's  contentions,  based  on  Rev.  Rul . 
62-180,    1962-2   C.B.    52,    that  the  use  of  a  home  office  must  be  required  rather 
than  voluntary,  Stephen  A.  Bodzin,    60   T.C.    820,    825    (1973),    and  that  an 
allocation  be  made  on  availability  of  use  rather  than  on  actual  use,  George   W. 
Gino,     60    T.C.     304,     313     (1973). 

There  is  no  evidence  in  the  record  of  the  overhead  costs  incurred  by 
petitioner  during  1967  in  the  operation  of  her  home  for  such  items  as  insurance, 
utilities,  taxes  and  interest  on  her  mortgage,  if  any.   However,  we  are 
convinced  that  she  did  incur  some  expenses  in  the  operation  of  her  home  office 
and  we  apply  the  rule  in  Cohan   v.    Conmissioner,    39  F.2d  540    (C.A.  2,  1930) .  n6 
We  reject  the  respondent's  allowance  of  $112  which  was  computed  on  a  basis  of  an 
average-sized  room  in  petitioner's  home,  since  petitioner  has  proved  to  our 
satisfaction  that  she  used  the  family  room  as  an  office.   Since  the  record  is 
not  clear  on  whether  the  size  of  that  room  was  13  feet  by  22  feet  or  13  feet  by 
26  feet,  we  follow  the  admonition  of  the  Cohan  court  and  take  the  lower  figure 
which  gives  us  a  percentage  of  15.4  which  applied  to  respondent's  allowance  of 
$112  based  on  a  percentage  of  7 . 7  percent  entitles  petitioner  to  a  deduction  of 
$224. 

n6  Cohan  v.  Conmissioner,    39   F.2d  540    (C.A.  2,  1930)  at  543-544: 

Absolute  certainty  [in  reconstruction  without  records]  *  *  *  is  usually 
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impossible  and  is  not  necessary;  the  [Court]  should  make  as  close  an 
approximation  as  it  can,  bearing  heavily  if  it  chooses  upon  the  taxpayer  whose 
inexactitude  is  of  his  own  making. 

We  decline  to  allow  petitioner  a  deduction  for  the  allocable  portion  of 
depreciation  on  her  home  since  she  has  made  no  showing  of  the  factors  necessary 
for  computing  her  depreciation  deduction;  that  is,  cost  or  the  lower  of  fair 
market  value  or  adjusted  basis  on  the  date  of  conversion  from  a  personal 
residence  to  an  office,  salvage  value  or  useful  life.   See  sections  1.167 (a) -1 
and  1.167 (g)-l,  Income  Tax  Regs.   The  burden  of  proof  rests  with  petitioner 
and  she  has  failed  to  provide  us  with  the  necessary  information. 

Issue  3.   Investment -Related  Travel  Expenses 

On  her  1967  return,  petitioner  deducted  $1,500  as  the  cost  of  traveling 
15  000  miles  for  investment  purposes.   Respondent  allowed  only  $120  of  these 
expenses,  disallowing  the  remainder  for  lack  of  substantiation.   It  is  not 
disputed  that  an  investor  or  one  engaged  in  managing  rental  property  may  deduct 
travel  expenses.  n7  In  her  letters  to  respondent  and  at  trial,  petitioner  has 
alleged  that  she  drove  between  26,000  and  30,000  miles  during  1967.   She  further 
alleges  that  the  few  notes  that  she  made  from  time  to  time  regarding  her  mileage 
in  1967  were  pilfered  from  her  home.   She  offered  no  documentary  evidence  to 
support  her  testimony  regarding  the  total  mileage  driven  or  the 

investment -related  mileage  driven.  Based  upon  all  the  evidence  and  applying  the 
rule  in  Cohan  v.  Conmiissioner,  supra,  we  allow  petitioner  a  deduction  of  $254.40 
for  automobile  travel  related  to  her  investment  activities. 

n7  See  Martha   E.    Henderson,    T.C.    Memo   1968-22   and  Louis  H.  Mayer,  a 
Memorandum  Opinion  of  this  Court  dated  June  13,  1951. 

Issue  4 .   Real  Estate  Taxes 

On  Her  return  for  1967,  petitioner  deducted  $4,795.52  as  real  estate  taxes 
paid.   Respondent's  position  is  that  petitioner  may  only  deduct  the  real  estate 
taxes  paid  in  1967  on  property  which  was  assessed  in  her  name  in  that  year.   He 
relies  on  section  164(a)  (1)  which  permits  the  deduction  of  real  estate  taxes 
only  in  the  year  paid  and  on  section  1.164-l(a),  Income  Tax  Regs.,  which  states 
that  "[in]  general,  taxes  are  deductible  only  by  the  person  upon  whom  they  are 
imposed."  We  approved  the  validity  of  this  section  of  the  regulations  in 
Virginia  M.    Cramer,    55  T.C.    1125,    1130-1131    (1971). 

An  examination  of  the  certificates  provided  by  the  tax  collectors  of  Los 
Angeles,  San  Bernardino  and  Riverside  Counties  pursuant  to  our  order  indicates 
that  only  $2,06  5.88  was  paid  on  property  assessed  in  the  name  of  petitioner. 
Despite  the  fact  that  the  Court  held  the  record  open  for  60  days  to  allow 
petitioner  an  opportunity  to  substantiate  her  claim  that  she  owned  the  parcels 
claimed  on  which  the  tax  was  not  assessed  in  her  name  and  that  she  had  paid  the 
taxes  thereon  in  1967,  no  further  evidence  was  forthcoming. 

Many  of  the  items  claimed  as  taxes  appear  to  be  special  assessments  which  are 
not  allowable  deductions.   Section  164 (c)  (1).   Petitioner  failed  to  offer  any 
proof  regarding  her  entry  of  "Tr  26841  L  1."  and  is,  therefore,  not  entitled  to 
the  $825.57  claimed  therefor. 
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In  summary,  the  record  seems  to  support  a  deduction  of  only  $2,065.66. 
However,  since  respondent  has  allowed  petitioner  a  deduction  of  $2,426.25,  we 
will  accept  such  amount  as  the  deduction  for  real  estate  teuces  and  not  disturb 
respondent's  allowance. 


In  her  opening  brief  petitioner,  for  the  first  time,  claimed  a  casualty  loss 
to  her  real  estate  of  $129,673  which  she  contends  resulted  from  vandalism  euid 
mob  riots.   Such  deduction  was  not  claimed  on  her  income  tax  return,  in  her 
petition,  or  during  the  course  of  the  trial.   There  is  no  evidence  of  such 
loss  in  the  record.   The  Court  will  not,  therefore,  consider  such  a  claim. 
Eleanor  C.    Shomaker,    38   T.C.    192    (1962). 


Decision  will  be  entered  under  Rule  155. 
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Cornelia  C.  F.  Horsford,  Petitioner,  v.  Commissioner  of 
Internal  Revenue,  Respondent 

Docket  No.  112449 

UNITED  STATES  TAX  COURT 

2  T.C.  826 


September  30,  1943,  Promulgated 

DISPOSITION:  Decision  will  be  entered  under  Rule  50. 

SYLLABUS:  Deduction  --  Taxes.   --  Occupant  of  a  residence  for  life,  charged  with 
payment  of  taxes  and  repairs  but  holding  title  in  trust,  is  entitled  to  deduct 
on  individual  return  taxes  which  she  paid  to  protect  her  estate. 

COUNSEL:  Richard  Bancroft,  Esq.,  for  the  petitioner. 

Melvin  S.  Huf faker,  Esq.,  for  the  respondent. 

JUDGES:  Murdock,  Judge. 

OPINIONBY:  MURDOCK 

OPINION:     [*826)    OPINION. 

The  Commissioner  determined  deficiencies  in  income  tax  of  this  petitioner  as 
follows : 


1937 

$    175, 

.45 

1939 

234, 

,81 

1940 

442 

,98 

The  only  adjustments  made  by  the  Commissioner  which  are  now  contested  are  the 
disallowance  of  deductions  for  taxes  paid  by  the  petitioner  on  a  residence  in 
Cambridge,  Massachusetts,  which  she  occupied.   The  case  has  been  submitted  upon 
a  stipulation  of  facts,  which  is  hereby  adopted  as  the  findings  of  fact. 

The  petitioner's  father  died  in  1893  a  resident  of  Cambridge,  Massachusetts. 
He  left  the  family  homestead  in  trust  to  the  petitioner  and  another  daughter  and 
the  survivor  of  them  and  their  heirs  and  assigns  forever.   His  widow  was  to  have 
the  privilege  of  occupying  the  homestead  during  her  life,  and  upon  her  death  any 
daughters  who  remained  unmarried  were  to  have  the  right  to  occupy  it  for  their 
lives.   The  occupant  was  "to  pay  all  taxes  thereon  and  to  keep  the  estate  in 
good  repair  during  that  time."  Upon  the  death  of  the  last  unmarried  daughter  the 
estate  was  to  be  sold  by  the  trustees  and  the  proceeds  divided  equally  among  any 
surviving  daughters  and  the  then  living  issue  of  any  deceased  daughter  or 
daughters . 
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The  father  was  survived  by  his  widow  and  five  daughters.   The  widow  died  in 
1900  and  all  of  the  daughters  except  the  petitioner  died  prior  to  1928.   There 
are  living  issue  of  daughters  who  married.   The  petitioner  has  never  married 
She  has  occupied  this  property  as  a  residence  for  many  years.   She  has  held  the 
property  as  surviving  trustee.   The  trust  has  never  been  in  receipt  of  any 
income . 

The  taxes  here  in  question  were  assessed  on  this  property  in  the  name  of  the 
trustee  by  the  city  of  Cambridge  for  the  taxable  years.   The  petitioner  paid  all 
of  those  taxes  in  the  year  assessed.   She  filed  no  return  for  the  estate  of 
which  she  was  trustee,  but  claimed  deductions  for  the  taxes  here  in  question  on 
her  individual  Federal  income  tax  returns.   The  Commissioner  explained  in  his 
notice  of  deficiency    f827]    that  the  deductions  were  not  allowable  under 
section  23  (c) ,  because  the  taxes  were  assessed  to  the  trustee. 

This  is  not  a  case  requiring  decision  as  to  which  of  two  owners  is  entitled 
to  deduct  a  tax  where  there  has  been  a  change  of  ownership  during  the  year   The 
question  is.  Are  the  taxes  deductible  by  the  trust  of  which  this  petitioner  was 
trustee  or  are  they  deductible  by  her  individually?  They  are  not  deductible  by 
the  trust  because  the  trust  did  not  pay  them,  and  for  that  matter  had  no  means 
of  paying  them.   The  petitioner  paid  them  as  an  individual.   She  had  to  pay  them 
m  order  to  protect  and  enjoy  the  estate  which  she  had  in  the  real  property. 
While  it  is  not  necessary  to  determine  exactly  what  estate  she  had  in  the 
premises,  nevertheless,  it  is  apparent  that  she  had  some  equitable  estate 
therein  during  her  life.   The  case  of  Margaret  B.    Sparrow  et  al . .    Trustees.    18 
B.    T.   A.    1,    is  distinguishable.   There  the  trustee  had  funds,  made  repairs  upon 
the  premises,  and  was  allowed  a  deduction  for  repairs.   The  widow  in  that  case 
was  reimbursed  for  the  taxes  which  she  paid  and  their  deductibility  was  not  in 
issue.   Here  the  petitioner  was  required  by  the  will  to  pay  all  taxes  on  the 
property  and  to  keep  the  estate  in  good  repair  during  her  occupancy,  she 
actually  paid  the  taxes,  and  was  not  reimbursed.   She  was  not  paying  the  taxes 
of  another,  either  voluntarily  or  by  contract,  but  was  paying  taxes  upon  her  own 
property  under  the  alternative  that  the  sovereign  would  take  the  property  for 
nonpayment.   She  was  not  paying  them  merely  because  of  the  provisions  of  the 
will.   She  had  to  pay  them  or  vacate  the  property.   She  is  entitled  under  the 
circumstances  of  this  case  to  the  deductions  which  she  claimed  on  her  returns. 
Cf .  Martin   Thomas  O'Brien,    47  B.  T.  A.  561;   Estate  of  John  Edgerly  Morrell,    43 
B.    T.    A.    651;    Hard  v.    Commissioner,    95  Fed.     (2d)    179. 

Decision  will  be  entered  under  Rule  50. 
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Estate  of  Mary  Rumsey  Movius,  Deceased,  Livingston  Hall  and 

Parker  Hall,  Surviving  Executors,  Petitioner,  v. 

Commissioner  of  Internal  Revenue,  Respondent.   Evelyn  Rumsey 

Lord,  Petitioner,  v.  Commissioner  of  Internal  Revenue, 

Respondent 

Docket  Nos.  34038,  34039 

UNITED  STATES  TAX  COURT 

22  T.C.  391 

May  21,  1954,  Filed 
May  21,  1954,  Filed 

DISPOSITION:  Decision  will  be  entered  for  the  petitioner  in  Docket  No.  34038. 

Decision  will  be  entered  under  Rule  50  in  Docket  No.  34039. 

SYLLABUS:  Petitioners,  beneficiaries  of  an  estate,  for  3  years  prior  to  the 
taxable  year  authorized  the  executors -trustees  to  withhold  distribution  to  them 
of  income  to  which  they  were  then  entitled,  to  create  a  fund  from  which  to  pay 
certain  anticipated  tax  liabilities  with  respect  to  non-income  producing  real 
estate  held  as  assets  of  the  estate  in  trust  for  petitioners  and  which  taxes  the 
estate  would  be  unable  to  pay  from  current  income.   This  income  was  in  each  year 
reported  on  her  return  by  the  individual  as  in  fact  distributed.   Held,  that  the 
petitioners  were  entitled  to  deduct  on  their  individual  returns  in  the  taxable 
year,  as  taxes  paid  by  them,  their  proportionate  par^  of  such  fund  used  in  the 
taxable  year  by  the  executors  to  pay  such  taxes . 

COUNSEL:  Daniel  G.  Yorkey,  Esq.,  and  Alexander  C.  Cordes ,  Esq.,  for  the 
petitioners . 

William  G.  O'Neill,  Esq.,  for  the  respondent. 

JUDGES :  Bruce ,  Judge . 

OPINIONBY:  BRUCE 

OPINION:    ["Sgi]    Respondent  has  determined  deficiencies  in  income  tax  for  the 
year  1945  of  $  1,488.26  with  respect  to  the  Estate  of  Mary  Rumsey  Movius  and  $ 
1,213.38  with  respect  to  Evelyn  Rumsey  Lord.   The  proceedings  were  consolidated 
for  hearing.   The  question  presented  in  each  case  was  the  same,  namely,  whether 
the  petitioners,  both  beneficiaries  of  the  same  estate,  are  entitled  to  deduct 
the  amount  of  certain  real  estate  taxes  assessed  against  the  estate  and  paid  in 
that  year . 

FINDINGS  OF  FACT. 

Certain  of  the  facts  were  stipulated  and  are  so  found.   Other  facts  not 
stipulated  but  hereinafter  set  out  are  found  upon  evidence  presented  at  the 
hearing . 
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Petitioner's  decedent  in  Docket  No.  34038  and  petitioner  in  Docket  No.  34039 
filed  returns  for  the  calendar  year  1945  with  the  collector  of  internal 
revenue  at  Buffalo,  New  York. 

[•392]    Bronson  C.  Rumsey  died  in  March  1902,  a  resident  of  Buffalo,  New 
York,  leaving  a  will  which  was  duly  admitted  to  probate.   A  large  part  of  his 
estate  consisted  of  various  parcels  of  real  property,  some  of  which  were  income 
producing,  but  many  of  them  being  unimproved  properties  at  various  locations 
produced  no  revenue . 

By  his  will  Rumsey  left  the  aforementioned  real  estate  to  his  executrices  and 
executors  thereinafter  named,  "in  trust  nevertheless,  to  convert  the  same  into 
money  when  and  as  in  the  judgment  of  my  executrices  and  executors  such 
conversion  shall  be  most  judicious,  and  to  divide  the  proceeds  thereof  into  as 
many  parts  as  I  shall  leave  children  me  surviving."  He  was  survived  by  two  sons 
and  two  daughters  hereinafter  mentioned. 

The  will  directed  that  one  such  part  should  be  distributed  to  his  son 
Lawrence  D.  Rumsey  and  one  part  to  his  son  Bronson  Rumsey,  "to  be  held  by  him 
absolutely."  It  further  directed  that  one  such  part  should  "be  held  by  my 
executrices  and  executors  in  trust"  for  his  daughter  Mary  Lovering  Movius,  and 
one  part  for  his  daughter  Evelyn  Rumsey  Gary,  to  be  invested  and  reinvested  in 
interest  bearing  securities  and  the  income  therefrom  paid  to  said  daughter 
"quarterly  during  her  natural  life."  Each  daughter  was  empowered  to  dispose,  by 
will,  of  the  share  so  set  apart  for  her. 

The  will  of  Bronson  C.  Rumsey  further  provided  that,  "Pending  the  conversion 
of  my  residuary  estate  as  directed  in  this  Article,  I  direct  that  the  net  income 
derived  therefrom  after  my  decease  be  divided  equally  between  the  children 
entitled  to  share  therein  by  the  terms  hereof." 

Evelyn  Rumsey  Gary  died  in  1924,  prior  to  the  taxable  year  in  question,  and 
part  of  her  interest  in  the  trust  for  her  benefit  and  in  the  Rumsey  estate 
passed  through  the  exercise  of  her  power  of  appointment  to  her  niece,  the 
petitioner  Evelyn  Rumsey  Lord.   Mary  Lovering  Movius  died  in  1948,  subsequent  to 
the  taxable  year  in  question. 

A  large  amount  of  the  real  estate  holdings  of  the  Rumsey  estate  was  difficult 
to  dispose  of  to  advantage  by  the  executors  who  were  charged  by  the  will  to 
liquidate  these  holdings  in  order  to  build  up  the  corpora  of  the  two  trusts 
provided  for,  and  they  continued  the  administration  of  the  estate  for  many  years 
in  an  attempt  to  work  out  the  disposition  of  these  various  pieces  of  real 
estate.   In  the  year  1945  the  executors  had  not  yet  filed  a  final  account  with 
the  probate  court.   It  had  been  the  custom  each  year  to  furnish  a  report  to  the 
beneficiaries  and  receive  from  them  an  approval  of  the  actions  taken.   Prior  to 
1945  the  two  sons  of  the  decedent,  Bronson  G.  Rumsey,  each  possessing  a 
one- fourth  interest  in  the  estate,  were  settled  with  in  full  by  the  executors, 
and  thereafter  the  only  two  remaining  interests  were  those  of  the  two  daughters 
of  that  decedent . 

[*393]  For  many  years,  up  to  and  including  the  taxable  year  1945,  George  T. 
Ballachey  represented  the  executors  and  trustees  as  agent  for  the  estate  and  the 
trusts  created  under  the  will  of  Bronson  G.  Rumsey.   He  was  also  one  of  three 
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exe-u'ors-trusteec  appcmced  ur.dei-  '.he  will  oi  Evelyn  Ramsey  Gary.   All  of  che 
affile  of  the  estate  and  of  the  trusts  in  question  were  handled  by  Ballachey  xn 
Jhe  same  off xce.   Separate  books  of  account  were  maintained  for  the  estate  and 
for  each  of  the  trusts  and  income  tax  returns  were  prepared  and  filed  ^^ch 

yLr  by  Ballachey  for  the  estate  and  also  for  each  of  the  trusts.   jY^^h  of 
to  acting  for  the  estate  and  the  two  trusts,  Ballachey  also  represented  both  of 
the  bene?iciaries  of  the  trusts  under  the  will  and  the  petitioner,  ^^^V-  J-^^V 
^Tr-A     after  her  acquisition  of  part  of  one  of  those  interests,  in  all  of  their 
Srson^l  financial'^ffairs.  including  the  preparation  and  filing  of  their  income 
tax  returns . 

Early  in  the  year  1942  it  became  apparent  to  the  executors  of  the  R^^V 
estate  that  they  would  experience  considerable  difficulty  in  keeping  title  to 
various  pieces  of  real  estate  through  continuing  payinents  of  taxes  assessed, 
certain  pieces  of  this  property  had  accumulated  assessed  taxes  in  an  amount 
which  in  all  probability  would  not  justify  an  expenditure  necessary  to  save  them 
from  delinquent  tax  sale. 

Faced  with  this  situation,  the  executors  decided  that  it  would  be  best  to 
survey  the  condition  of  the  various  properties  and  decide  which  of  ^hem 
justified  an  attempt  to  retain  them  for  the  estate.   To  do  this  would  require 
IZls   for  the  payment  of  taxes.   Some  of  the  properties  of  the  estate  were 
Some  producing'^this  income,  as  directed  in  the  will  o   Bronson  C^  Rumsey^ 
being  distributable  currently  to  the  two  beneficiaries  of  the  """^  It  was 
decided  that  the  best  course  of  action  would  be  to  accumulate  this  ^n^"*  ^" 
order  to  have  the  funds  to  meet  these  tax  payments.   This  situation  was  taken  up 
by  the  executors  with  the  two  beneficiaries  and  they  in  turn  authorized  and 
directed  the  executors  not  to  pay  over  to  them  the  income  in  question  but  to 
hold  it  for  the  payment  of  the  taxes  on  such  of  the  properties  as  ^he  executors 
Should  decide  should  be  retained.   Such  distributable  income  was  ""^  "edited  to 
the  beneficiaries  on  the  books  and  records  of  the  Estate  of  Bronson  C.  Rumsey, 
but  their  proportionate  shares  of  such  income  so  withheld  each  V*"  ««" 
included,  in  the  year  withheld,  in  the  Federal  income  tax  returns  of  the  two 
beneficiaries  for  the  years  1942,  1943,  and  1944. 

in  the  year  194  5  the  executors  of  the  Rumsey  estate  made  payments  of  taxes  on 
certain  of  the  properties  standing  in  the  name  of  the  estate,  -^^f  ^"''^  .^f  _^ 
been  assessed  against  the  estate,  using  therefor  the  funds  accumulated  under  the 
direction  of  the  two  beneficiaries,  and  these  beneficiaries  in  turn  took 
deductions  on  their  personal  returns    1.394)    of  the  amount  of  the  funds  so 
used  and  which  had  been  reported  by  them  as  income  over  the  prior  3  years .   T 
disallowance  by  respondent  of  these  deductions  gives  rise  to  the  deficiencies 
here  in  question. 


The 


OPINION. 


In  each  of  the  statements  accompanying  the  notices  of  deficiencies  herein, 
respondent  explained  the  adjustments  giving  rise  to  the  deficiencies  as  follows: 

It  is  held  that  no  deduction  is  allowable  under  Section  23  (c)  of  the 
internal  Revenue  Code  for  taxes  paid  on  real  property  held  in  trust  for  you, 
legal  title  to  which  is  in  the  trustees. 

Petitioners  contend  that  the  funds  accumulated  for  the  payment  of  taxes  under 
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the  permission  and  direction  of  tne  two  beneficiaries,  being  distributable  to 
them  and  being  applied  by  their  direction  to  payment  of  taxes  to  protect 
properties  of  which  they  were  the  direct  beneficiaries,  constitute  payments  of 
taxes  by  them  individually  from  these  funds  and  that  they  are  entitled  to  their 
deduction  as  taxes  paid. 

It  is  respondent's  contention  that  the  Rumsey  estate  had  never  been  settled 
and  was  still  a  taxable  entity,  and  that  payment  of  the  taxes  was  actually  made 
by  the  executors  of  the  estate  and  made  from  income  of  the  estate  and 
consequently  deduction  could  be  taken  only  by  the  estate  and  not  by  the 
beneficiaries . 

The  rule  appears  to  be  clear  that  one  owning  a  beneficial  interest  in 
property  who  pays  taxes  thereon  to  protect  such  interest  may  deduct  the  payment 
so  made,  even  though  the  legal  title  to  the  property  is  in  another  against  whom 
the  tax  is  assessed.  Cornelia   C.    F.    Mors ford,    2   T.    C.    826;   Martin   Thomas 
O'Brien,    47   B.    T.    A.    561;    Estate   of   John   Edgerly  Morrell,    43   B.    T.    A.    651;    Hord 
V.  Connnissioner,    95   F.    2d   179. 

We  think,  under  the  facts  here  presented,  the  payment  of  the  taxes  in 
question  must  be  held  to  have  been  by  the  two  beneficiaries  of  the  estate.   The 
funds  in  question  were  ones  to  which  they  were  entitled  and  were  withheld  from 
actual  distribution  to  them,  under  their  direction,  to  be  used  for  the  specific 
purpose  of  protecting  their  individual  interests  in  the  real  property  of  the 
estate.   Without  such  withholding  and  payment  the  property  thus  saved  for  the 
estate,  and  consequently  for  the  benefit  of  petitioners,  would  have  been  lost 
through  tax  sales,  as  indeed  several  pieces  of  property  on  which  the  taxes  were 
not  paid  by  the  estate  or  by  petitioners  were  lost.   The  payment  of  the  taxes  by 
the  executors -trustees  in  the  circumstances  of  this  case  must  be  regarded  as  the 
equivalent  of  payment  by  the  petitioners. 

This  income  had  been  treated  by  the  beneficiaries  as  realized  and  distributed 
to  them,  as  it  was  included  in  the  income  reported  by  them  on    1*395]    their 
returns  for  the  three  years .   The  manner  in  which  the  use  of  these  funds  was 
effected  appears  to  be  no  more  than  one  of  convenience.   Ballachey  was  agent  of 
the  estate  and  of  the  trusts,  and  personal  agent  of  the  two  individual 
beneficiaries.   We  think  to  hold  that  this  income  was  never  realized  and  used  by 
the  beneficiaries  is  to  overlook  the  realities  of  the  situation. 

Petitioners,  by  amended  petitions,  have  raised  an  alternative  issue.   This  is 
that  the  administration  of  the  Rumsey  estate  having  been  prolonged  for  many 
years  after  all  debts  were  paid,  and  for  the  one  purpose  of  liquidating  the  real 
estate  holdings,  it  should  be  considered  as  in  fact  terminated  and  the  executors 
as  holding  the  real  estate  merely  as  trustees  in  the  interests  of  the  two 
trusts;  that  consequently  the  real  estate  should  be  considered  as  trust  assets 
and  the  separate  accounts  of  the  estate  and  the  two  trusts  be  consolidated  and 
the  income  or  loss  determined  as  that  of  the  trusts;  thus,  in  that  event,  the 
expenditures  of  the  estate  would  be  offset  against  incomes  of  the  trusts  and  the 
items  here  in  question  should  be  given  effect  as  deductions  in  the  computing  of 
net  income  of  the  petitioners  as  beneficiaries.   In  view  of  our  holding  on  the 
primary  contention  the  alternative  issue  is  not  considered. 

Respondent  is  reversed  upon  his  holding  that  petitioners  are  not  entitled  to 
deductions  representing  taxes  paid  on  estate  property  from  income  withheld  from 
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distribution  to  them  at  their  direction  for  use  for  this  purpose.   Petitioners 
on  brief  have  waived  claims  asserted  for  findings  of  overpayment.   In  Docket  No. 
3403B  the  figures  of  petitioners  and  respondent  are  in  accord,  but  in  Docket  No. 
34039  there  is  a  slight  discrepancy  in  the  figures  which  is  not  explained  by  the 
record. 

Decision  will  be  entered  for  the  petitioner  in  Docket  No.  34038. 

Decision  will  be  entered  under  Rule  50  in  Docket  No.  34039. 


1476 

33  T.C.  447  printed  in  FULL  format. 

Lena  L.  Steinert,  Petitioner,  v.  Commissioner  of  Internal 
Revenue ,  Respondent 

Docket  No.  75067 

UNITED  STATES  TAX  COURT 

33  T.C.  447 


December  7,  1959,  Filed 

DISPOSITION:  Decision  will  be  entered  under  Rule  50. 

SYLLABUS:  1.  Held,  petitioner  had  a  life  estate  in  certain  Massachusetts 
properties  and  is  entitled  to  deductions  for  real  estate  taxes  paid  by  her  in 
respect  of  those  properties  notwithstanding  that  legal  title  was  in  a  bemk  and 
the  taxes  were  formally  assessed  in  the  name  of  the  bank. 

2.  Deduction  for  hurricane  damages  in  respect  of  one  of  such  properties, 
presently  claimed  by  petitioner,  held  allowable. 

COUNSEL:  George  H.  Kidder,  Esq.,  for  the  petitioner. 

Raymond  T.  Mahon,  Esq.,  for  the  respondent. 

JUDGES :  Raum ,  Judge . 

OPINIONBY:  RAUM 

OPINION:    (•447]    OPINION. 

The  respondent  determined  deficiencies  in  the  income  tax  of  petitioner  as 
follows : 

Taxable  year  Deficiency 

1954  $  2,774.36 

1955  1,775.82 

1956  1,857.19 

We  are  required  to  decide  whether  petitioner  is  entitled  to  deduct  certain 
real  estate  taxes  paid  by  her  during  each  of  the  3  years  and  whether  she  is 
entitled  to  a  deduction  for  a  casualty  loss  in  1954  by  reason  of  hurricane 
damage  to  a  summer  residence.   All  of  the  facts  have  been  stipulated. 

1.  Petitioner,  a  resident  of  Boston,  Massachusetts,  filed  her  income  tax 
returns  for  the  years  1954  to  1956,  inclusive,  with  the  district  director  of 
internal  revenue  for  the  district  of  Massachusetts. 

During  the  taxable  years  1954  to  1956,  inclusive,  petitioner  occupied 
residences  at  401  Commonwealth  Avenue,  Boston,  Massachusetts,    [*448]    and  on 
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Bay  View  Avenue,  Beverly,  Massachusetts,  as  her  winter  and  summer  homes, 
respectively.   These  properties  were  formerly  owned  by  her  husband,  Alexander 
Steinert,  and  upon  his  decease  in  1933  were  included  in  the  residue  of  his 
estate  devised  to  a  testamentary  trust.   Within  the  time  required  under  the  laws 
of  Massachusetts,  petitioner  waived  her  interest  under  the  will  and  claimed 
her  statutory  right  of  dower . 

On  February  11,  1936,  by  deeds  duly  recorded  with  the  appropriate  registries 
of  deeds,  the  testamentary  trustees  conveyed  both  of  the  foregoing  properties  to 
the  Alexander  Corporation,  a  Massachusetts  corporation.   Petitioner  did  not  join 
in  these  conveyeuices  to  release  her  dower  rights.   Robert  S.  Steinert,  a  son  of 
the  decedent  smd  one  of  the  two  testamentary  trustees,  was  the  president  and 
treasurer  of  the  Alexemder  Corporation. 

On  December  30,  1947,  the  Alexander  Corporation  deeded  both  properties  to  the 
First  National  Bank  of  Boston.   Simultaneously,  the  petitioner,  on  December  30, 
1947,  executed  an  instrument  which  stated  that  she  was  releasing  to  the 
Alexander  Corporation  all  rights  of  dower  emd  homestead  smd  other  interests  in 
and  to  both  of  the  properties.   In  consideration  for  this  instrument  of  release, 
petitioner  received  an  agreement  from  the  First  National  Bank  of  Boston,  dated 
December  30,  1947,  reading  as  follows: 

In  consideration  of  your  releasing  your  rights  of  dower  and  other  interests 
in  the  prop>erties  located  at  401  Commonwealth  Avenue,  Boston,  and  on  Bay  View 
Avenue,  Beverly,  Massachusetts,  both  of  which  have  been  conveyed  by  The 
Alexander  Corporation  to  The  First  National  Bank  of  Boston,  the  Bank  agrees  that 
you  may  occupy  the  said  properties  for  your  natural  life,  rent  free,  so  long  as 
you  pay  all  the  carrying  charges  of  the  same,  including  taxes,  insurance,  water, 
repairs,  etc.,  and  so  long  as  you  maintain  the  same  in  good  condition. 

In  the  event  that  you  should  desire  to  sublet  either  or  both  of  the  said 
properties  for  a  portion  or  for  the  whole  of  your  life  tenamcy,  the  prospective 
tenant  must  be  satisfactory  to  the  Bank  and  you  must  secure  in  writing  from  such 
tensmt  the  proper  agreement  that  upon  your  demise  the  Bank  shall  have  the  right 
to  enter  into  immediate  possession. 

It  is  the  intent  of  this  arrangement  that  you  are  to  enjoy  the  rights  of  a 
life  tenant,  but  that  the  Bank  does  not  agree  nor  does  it  undertake  to  assure 
you  such  a  tenancy,  in  the  event  that  either  or  both  of  the  said  properties  are 
damaged  or  destroyed  by  fire  or  otherwise  rendered  unfit  for  occupancy. 

The  Bank  further  agrees  not  to  dispose  of  the  said  properties  except  subject 
to  the  rights  of  Mrs.  Steinert  herein  enumerated. 

It  is  a  condition  of  this  agreement  that  it  shall  not  be  recorded  in  any 
Registry  of  Deeds . 

This  agreement  has  at  no  time  been  recorded  in  any  registry  of  deeds.   During 
the  years  1954  to  1956,  inclusive,  title  of  record  to  both  properties  has  been 
in  the  name  of  the  First  National  Bank  of  Boston.   During  these  years,  the 
insurance  on  both  properties  was  in  the  name  of  the  bank. 

[•4491    Chapter  59,  section  11,  of  the  Laws  of  Massachusetts  provides  as 
follows: 


1478 

33  T.C.  447,  '449 


Real  Estate.   Taxes  on  real  estate  shall  be  assessed,  in  the  town  where  it  lies, 
to  the  person  who  is  the  owner  on  January  first,  and  the  person  appearing  of 
record,  in  the  records  of  the  county  *  *  *  where  the  estate  lies,  as  owner  on 
January  first,  even  though  deceased,  shall  be  held  to  be  the  true  owner  thereof; 
provided,  that  whenever  the  commissioner  deems  it  proper  he  may,  in  writing, 
authorize  the  assessment  of  taxes  upon  real  estate  to  the  person  who  is  in 
possession  thereof  on  January  first,  and  such  person  shall  thereupon  be  held  to 
be  the  true  owner  thereof  for  the  purposes  of  this  section;  and  provided 
further,  that  whenever  the  commissioner  deems  it  proper  he  may,  in  writing, 
authorize  the  assessment  of  taxes  upon  any  present  interest  in  real  estate  to 
the  owner  of  such  interest  on  January  first,  and  taxes  on  such  interest  may 
thereupon  be  assessed  to  such  person  ♦  *  * 

During  the  years  1954  to  1956,  inclusive,  the  real  estate  tooces  on  the  Boston 
Bind   Beverly  properties  were  assessed  in  the  name  of  the  First  National  Bank  of 
Boston.   Petitioner  paid  these  taxes  in  the  amount  of  $  3,590.60  for  1954,  $ 
3,644.60  for  1955,  and  $  4,055.80  for  1956,  and  claimed  deductions  for  these 
payments  in  her  income  tax  returns.   Respondent  disallowed  these  deductions. 

Section  164  of  the  Internal  Revenue  Code  of  1954  provides  that,  with  certain 
exceptions  not  here  material,  there  shall  be  allowed  as  a  deduction  taxes  paid 
or  accrued  within  the  taxable  year.   Applicable  income  tax  regulations  issued 
under  the  1954  Code  provide,  in  section  1.164-1,  that  "[in]  general,  taxes  are 
deductible  only  by  the  person  upon  whom  they  are  imposed."  This  Court  has  held, 
however,  that  one  owning  a  beneficial  interest  in  property  who  pays  taxes 
thereon  to  protect  such  interest  may  deduct  the  payment  so  made,  even  though 
legal  title  to  the  property  is  in  another  against  whom  the  teuces  are  formally 
assessed.   Comeiia  C.  F.    Horsford,    2   T.C.    826;   Estate  of  Mary  Rumsey  Movius,    22 
T.C.    391. 

Respondent  contends  that  petitioner  is  not  entitled  to  the  claimed  deductions 
for  real  estate  taxes  paid  because  she  is  not  the  person  upon  whom  the  taxes 
were  imposed  and  was  not  legally  liable  to  the  taxing  authorities  for  these 
taxes;  that  the  agreement  between  petitioner  and  the  bank  created  a 
lessor- lessee  relationship  and  petitioner's  payment  of  real  estate  taxes  and 
other  operating  expenses  of  the  properties  was  in  the  nature  of  rental  payments; 
and  that,  in  any  event,  petitioner  had  no  estate  or  interest  in  the  properties 
sufficient  to  constitute  her  payment  of  the  taxes  thereon  as  proper  deductions 
in  her  income  tax  returns .   We  do  not  agree . 

Petitioner,  in  consideration  for  the  release  of  her  dower  and  other  interests 
in  the  Boston  and  Beverly  properties,  received  from  the  bank  the  right  to  occupy 
those  properties  for  her  "natural  life,  rent  free,  so  long  as  *  *  *  [she  paid] 
all  the  carrying  charges  of  the  same,  including  taxes,  insurance,  water, 
repairs,  etc."  The  agreement  of  December    [•450)    30,  1947,  stated  that  it  was 
"the  intent  of  this  arrangement  that  you  are  to  enjoy  the  rights  of  a  life 
tenant"  and  gave  her  the  right  "to  sub- let  either  or  both  of  the  said  properties 
for  a  portion  or  for  the  whole  of  your  life  tenancy."  She  acquired  the  right  to 
occupy  or  sublet  the  properties  for  a  period  that  was  indefinite  in  duration  and 
might  continue  as  long  as  she  lived,  thus  placing  her  interest  in  the  properties 
in  the  category  of  estates  for  life.   Cf .  Tinkham  v.    wind,    319  Mass.    158,    65 
N.E.    2d  14.    As  life  tenant  she  had  the  duty  to  pay  carrying  charges,  including 
taxes  assessed  against  the  properties,  and  that  duty  did  not  arise  merely  as  a 
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contractual  obligation  but  was  one  imposed  by  law  as  an  incident  attaching  to 
her  estate,   nl  When  she  paid  the  real  estate  touces  on  the  Boston  and  Beverly 
properties  for  the  taxable  years  she  »ras  satisfying  her  liability  regardless  of 
whether  the  Massachusetts  teucing  authority  assessed  them  in  her  name  as  the 
person  who,  on  January  1  of  each  year,  was  in  possession  and  had  a  present 
interest  in  the  properties,  or  assessed  them  in  the  name  of  the  bank  as  record 
owner.   She  paid  the  taxes  not  only  because  she  had  a  duty  as  life  tenant  to 
do  so,  but  also  because  her  beneficial  ownership  of  the  properties  for  life 
would  have  ceased  had  she  failed  to  do  so.   By  making  the  payments,  she  insured 
the  continuance  of,  and  protected  her  life  estate  in,  those  properties.   In  the 
circumstances,  our  conclusion  is  that  the  respondent  erred  in  disallowing  the 
deductions  for  real  estate  taxes  claimed  by  her  in  her  returns  for  the  taxable 
years.  Cornelia   C.    F.    Horsford,    supra;    Estate  of  Mary  Rumsey  Movius,    supra. 


...._---.._.....  -Footnotes-  -  -  -  -  - 

nl  See  1  American  Law  of  Property,  sees.  2.19,  2.20. 
---------------  -End  Footnotes-  -  -  -  - 


2.  In  the  year  1954  the  prop>erty  on  Bay  View  Avenue,  Beverly,  sustained  a 
loss  in  value  as  a  result  of  hurricane  damage  in  the  amount  of  $  5,500. 
Expenses  of  cleaning  up  the  property  after  the  hurricane,  which  were  paid  by 
petitioner,  amounted  to  $  1,100.   In  her  income  tax  return  for  1954,  petitioner 
claimed  a  deduction  for  castialty  loss  in  the  amount  of  $  6,600.   This  deduction 
was  disallo%fed  by  respondent.   Petitioner  now  urges  she  is  entitled  to  a 
deduction  for  a  casualty  loss  in  1954  in  the  amount  of  $  1,631.94.  comprising 
the  $  1,100  in  clean-up  e:qpense  actually  paid  by  her,  aind  $  731.94  claimed  by 
her  to  represent  that  part  of  the  $  5,500  loss  in  value  to  the  property  caused 
by  the  hurricane  which  is  app>orti enable  to  her  lite  estate  in  the  property. 

Petitioner  is  entitled  to  a  deduction  of  S  1,100,  which  was  the  amount 
expended  by  her  in  cleaning  up  the  Beverly  property  after  the  hurricane.   A 
similar  deduction  claimed  by  a  life  tenant  in  Katharine  B.    Bliss.    27  T.C.    770, 
was  allowed,  and  this  allowance  was  not  disturbed  by  the  Court  of  Appeals  for 
the  Second  Circuit  vrtien  on  appeal,  256  F.  2d  533.    it  reversed  that  F>art  of  our 
decision  holding  that  the  life  tenant  was  entitled  to  deduct  only  that  portion 
of  the  storm  loss  applicable    {•4511    to  her  life  interest.   As  to  the  $  5,500 
damage  to  the  property  itself,  petitioner  is  not  presently  seeking  a  deduction 
in  excess  of  what  would  have  been  allowable  under  our  decision  in  the  Bliss 
case.   Although  the  record  is  not  as  clear  as  we  would  like  in  relation  to  the 
apportionment,  we  are  reasonably  satisfied  that  the  $  731.94  loss  is  fairly 
allocable  to  petitioner's  life  interest.   We  hold  that  petitioner  is  entitled  to 
deduct  that  amount . 

Decision  will  be  entered  under  Rule  50. 
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JiBCt  HcDoug«l ,  «  aajor  tcockholdtr,  with  chc  help  of  other*  effectively 
control!  the  affiir*  of  t  heLB*«-rru  t  i  on  lAtf— t-t-»..i^U)r-owned  (ubiidiery.  Aaong 
other    thingf,    thit    cgArfol    enabled   Mr.    HcDou(<r~t«^«c   corporate    reaourcea    to 


:ion   n\ 
enabled   Mr.    HcDougaP 
develop    large    land   <Wwe  lop»ent  •  .       It^aUo    enabled    hi»^^o    divert    aubit  ant  i  j  I  j^^ 
anounts    of    funds/frj«   the    proj*cti    t""o   luast  1  f   and    other* ,    uh^   are    conaidercd    to    ; 
b«    milder*    Ct/liiiivtt   of   Mr.    HcDouual  ,    employee*,    relative*  X(    e»ployeei    anil 
friend*). 


Theic  development*  have  been  de^^xaio^d— Lfl_be__of  qoeat  lonable  econOBi'c  worth  and 
•  ignifi/ant  loite*  are  aw^a-fenTT  0  f  p  a  r  tTc^rTar-Tfroace  r  n  are  the  Cakpobello, 
Haplc/Creck  and  Ca>*<e  Grande  project*.  If  recognitea>4o*«e»  **ioci<\ed  with 
the*e' project  *    cou^^  render    the    Inttiiution    in»olvent. 


For/ the    iio»t/part.    all    project* ,    including    the   end-loan*    to  pi>«ha*er*,\  were 
finfanced    hy^tht    Inttitution.       Baaically    thi*    funding    wa*    provVded    by.Va»h 
teipt*    d^ived    from    in*ured    taving*   depoait*.      Since   Mr.    McDougal    a^uircd\the 
W*tituti/n    in    1982,    liabilities   grew   from   $6  million    to   over    $123  million. 

large/  port  ion    of    the    profit*    associated   with    the    project*    (*ale*   of  \ot*    a^d 
/ractai    were    taken    into    income    immediately.      Thia    accounting    treatment 

■prodcr  (as  auch  *ale*  were  usually  fully  financed  by  the  Institution  a  d 
(ndirJ^ctly  by  it*  *ub*idiary).  instead,  the  profits  *hould  have  been  defkrrec. 
If  tMe  profit*  were  booked  properly,  the  ln*titution  would  be,  injfacc, 
(ntolfent 

rhe*e    profit*    jIso    had    a   direct    re  I  j(  ionslii  p    to    savings  growth.      By    incrlea*ii|g 

t    W(rth    with    the    profits,    the    Inxiiution    effectively  maintained    a    bJ 

t     *ome    of    this    growth.       Ti,g    frr^^t  h    ,11  -m.H — Mr.  MgDou£al    to    myte    ttie  2_  > 

pment     investments    and    to    direct     cash    payments  to    himself    an^    otlyer     ^ 
I  ideAs . 

In  iddmion  to  the  improper  jcconntinp  entries,  management  blatantly  d^srega/ded 
numeVous\reyii  I.11  ions  ,  iiilIuJiii):  i  Iu-  ^rnwih  re):iil  at  ion  .  It  is  also  apparent  /that 
ceriat^n    pV.ovi>ions    nf    (lie    Au|cu>t    u,     IVB^    2>upcrv  1  sory    Agreement    were/lgnored  i 

The  Bokrd  ^f  Directors  consented  to  a  Ccjsc  and  Desist  order  which  became 
effect  iVe  ork  August  IS,  IVbo,  jiiJ  is  sliuwn  js  Exhibit  I.  ^Th  i  s  order  addresses 
most    of    tK^    problems    contained    in    the    comaents. 

In  the  Board%f/Oirec  tor  ' «  meetini;  on  J.ily  17,  1986,  Wi-^— John  Ltrham  resigned  at 
a  Director,  andf  the  Ho^rJ  terminjieJ  Ins  employment  as  Chairman  of  the  Board  and 
Chief  Executive  nflicer.  lie  wjs  reijincJ  js  an  advisor  to  the  Board.  A  Board 
Coonitlee,  composed  of  Oireciurs  Cuiiwan  and  Hawkins,  i*  now  directing  the 
affair*    of    the    Institution. 

Formal  investigative  powers  have  been  granted  in  this  case  under  Section 
<i07(B)(2)    of    the    National    llonsini;    Act. 
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1  investment  restricted  Madison  taking  all  of  that 

2  property . 

3  Mr.  Ward  had  confidence  in  the  value  of  the 

4  property,  thought  it  was  a  good  purchase  euid  was  willing 

5  to  participate  if  in  fact  he  had  no  liedsility  beyond  the 

6  piece  of  property  he  was  acquiring.   So  it  was  a  no  risk 

7  situation  to  Ward  who  thought  the  project  could  work  and 

8  thought  it  had  strong  potential  for  being  another 

9  successful  real  estate  development,  amd  Ward's  motivation 

10  was  profit  without  risk. 

11  Q.    Who  bore  the  risk  in  this  transaction? 

12  A.    Assuuning  there  was  risk,  and  ultimately  there  was  a 

13  risk  because  there  was  a  loss,  Madison  Financial  incxirred 

14  .the  risk. 

15  Q.    All  right,  sir.   I  would  ask  you,  given  that 

16  background,  was  Mr.  Ward  a  nominee  of  Madison  Financial 

17  for  piuposes  of  this  traoisaction? 

18  A.    Ward's  participation  accomnodated  Madison's  desire  to 

19  acquire  the  entire  property. 

20  Q.    All  right.   Again,  sir,  do  you  have  an  opinion  about 

21  whether  Mr.  Seth  Ward  served  as  a  nominee  of  Madison 

22  Financial  in  this  transaction? 

23  A.    I  don't  know  that  I  can  restrict  it  to  serving  only 

24  on  Madison's  behalf.   I  think  Ward  was  serving  also  on  his 

25  otm  behalf  without  risk.   That  accomplished  Madison's 


1482 


ir  304;!  Members: 

exdcizacioQ  of  Madi^oa  Goararicy's   fiz^ccial  cocdizioc  and   operaci::; 

Hont   Loan.  3azit   3oard.      TtLs    exiaiaacloo   is   aoc   /ec   cooplsca.      However,  /i:    has 
Valraady   disclosed  aiac;ars   of    serious    superrisory  coccsrr.   izcL\^<LLz%   jcsiie   and 

isoutd   prac:iC2S,    iascacces   of   ooQCompIiaiice   wl;d  cne   July   19,    193- 
Sdner-rtsory  igreszeac   and    rsguiacory   -/lolaclous.     Accor^JnCjiy ,    we   ire   \ 
sc3edui.i.^3   a   board  of   directors   aeecing   for  July   24,   1986  a:   1:20   p. a.    55   be 
held\ac   «;e   Federal  Hoce   Loan  Bank  of   Dallas,    5Q&  £asc  Johi  Car-eacer   rreaway. 

_         \      \  1      ------  ' 

cur:her:sviji ,    as   a   rssui:   of    ch-is   of  rice' 3  ongolfg  aonircrlag   or  :iadisoa 
Guarancy,    we   have   noced   your  assoclacdoa's   con:l:iued   failure   ca   c;:piy  vd.::^ 
Che  a-.--  3UC   oe:   voc^h    requireaeni   of   Section   563.13  of    cr.e   Ir.sunzce 
Rejulacions.      Ac  April   30,    1986,    your  associacion' s   reguiacor-/   oe:  vorch 
cocaled   52.5   aillioc,    some   Jl.63   oij.lioa  shor:   of   its   ttiaiaii2   requiri^enc. 


As   you   kzow,    Che   July    19,    198-i   Super-zlsocy  Agreeaeac   by  and    becweer.   chis 
office   and   your  associacion   requires   you   co    cake  accions    Co   effecc   Madison 
Coarancy's   conpliaaca   wich   che    oec   worch  requirsaecc   of   Insurance   Regulacion 
563.13.      However,    during   1985,    Madison  Coarancy's   liabillcles   grev   1202    frcn 
$48  olllior.   CO   $105.3  million.      In   che    firsc    four  monc.hs   of    I989,    llaollicles 
grew   25r:    (annualized)    co   $115   nilLion.      This    cectQC   growch   by  Voy-    associacion 
appears    cocally   coccradicco— /    co   yo.  r  Jul/   19,    1984  consicaenc  ^co,  bring 
Madison   Coarancy    inco   nee   worch  coc^Llacce.  \    \ 


resulc   of    che   seriousness   of    che   prellainary   cesulcs   of    che)  examir.aclon 
in^rogress   ac    your   inscicucion.    we    find   ic   necessary   co    cake  i^aediaci 
super-zlsory   ac;lon^      Accordingly,    pursuanc    co    Insurance   Re;ul3Ci3r.s    3o3.13(i} 
we   hereby   dlrec:   you    co    cake    che    followt.-.g  corrscrl/e   ac:ior.s    v:-:il    cr.e 
aioreaencioned   raeecir.,j    Is   held   and/or   you   receive   furcner   noclce    :roa    chis 
offica;  \ 

CCBW-885.     ', 
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•.Ui'Jan  Cuarir.cy   Sav-.r-ss   and_Loarv^ 

Igusca,    Ar'.cacsa^ 
(face   19,    L98o 
/?age   2 


\BW-886. 


L) 


4) 


\5) 


,„:   assoc-acioQ  shall  aooa   receipt  of   c.Ms   U=:er  laaedii^i-/  adjOf;   t=3 
iaviags    -aces    Co   ensues   chac   che   races   U  pays   :o  accrac:   i^vlags 
/depos--s   ars   aoc    Ln   excess   or    che   races  paid  oa  comparaoie  d^posicsXby 
coaoesiag   lascicucloos    li   che    same  aarlcec.      Fuccheraore,    uncll  che    \ 
July   ">'-     1986   aeeclng.    c^ie   associacioa  shall  Iisaedlacely   reduck   Ics 
arowcii   io   ensur.   chac   ic  ^rtU  aoc   lacrease   Ics  Uabilicles   la  ak  aooJ 
chac    ^s    ia  excess   of    cne   aoouac  of   tnceresc  credlced  oa  savlags  Vaccodacs 
and   che  amouac  aecessar/   co    fund  any  loats-ia-process  obllgacloak   or 
legally  binding  coomlraeacs   eriscing  as  of   che  dace  of   dila   lecctc. 

Hadlsoa  Cuarancy   shall   comply   fully  «ich  che   resCTletlons   and 
requlrinencs   of    Insurance   Reguiacion   563.9-8.      Accordicgly.    aooni   oc^      _ 
chiiss.    che  associaclon  nay   noc   aaice   any  addlcional  "direc:   lnvefec=edcs    , 
as    cha;    Cera   Is   de£i=ed   In  Seccion  56j.9-a(b)(l)   of   che   lisuranc^ 
R.eguiac:.ons,    wlchouc    che    prior  wrlcren  approval  of   chis   office., 


The   assaciac-.oc,    and    irs  wholly  owned   subsidiary,    shall   liaedlicely/ 
cerai.-.aii   the    incsr.cive   coope^sacion  plans   currently   la  errecc   ror 
Messrs.    i^cDougal  and   Henliy',    vhereoy   chey   receive   lO:  of   :=/m=    i.^ 
gensritic   by  :iaci3oa    -inaacLil   Corporation  and  :Udison  Guiraar/. 
'  respec-iveiy.      Ia  acdi:loQ,    che   cocpeasacioa  paid   co   cheae    --o 

idi -/--duals   shall   be    laaediacily   adjusted    co  a   level  pooaeasurare  \C9    che 
coisoe-sarioQ  3aii   co    officers   vic.T   slailar  ducies>il(i   res?oasibj_ll-=les, 
.^uho'-ari   eaployed   by   cariirs    siail?"   ti   "=e  and  ooeraciag   jraccicasVj 
idisba  Goaraar/. 


sice  apd  operaciag   prac: 


The  Ysiociacioa  or  ar.v   of    irj    suasii.ar.is   shall  aoc  aake  or  coaa.:    co 
nake,    purchase  or   cotja.r   co   purchase,   all  or  any  part   o:  a   loaa   secure- 
by   real  escace.    uacil   and   ucliss   che   following  condilloas  have   been  aec: 

a)  che   dccuaearacioa   cequireneaci  of   Secclon  563.i7-l(c)   of    che 
lasuracce  aegulacloas   are   fully   sacisfied; 

b)  che   appraisal   repocr   obcaiaed   Is   in  coopUance   wlch   requireaeacs   and 
guidellaes   of   Meaoraadua  l-^lb;   and 

c)  cr.e   loai   has   a    Ican-co-value    rario   of   90:  or   leas   bi^Ad  upon   che 
lo-.-er  of   ei:her   cr.e    security   property's   sales  price  or  , its   appraised 
value . 

Madisoc  Cuarincv 


a.iii-il 


anv    of    its    subsi,-*J .ir-..es ■    sha 
;,,  i^s   of    r e il_liii-t i  —"> -'ge^   b v   :.-^e   4 s s o.c IjCion  o 


\ 


os  anyvof    Ics 
subsldiariii.    scve    for   sales   closed   pursuant   co   legallv   bt.-.dir.g  \ 
coQ.Ti:aecti   to    provide    sucn    fi.-.ancins    la   existence   at    che   dati   of   this 
letter. 

The    assoc^ai.ca-S.--^'-    --ot.    ar.d    s.-.il^  rj  t -iiljw  .any  .of    its  .subsidiaries  , 
CO    tr--sajU-hus^aass   wa^ch  .aaz-of-  t^i  Jollou:r.a.,r.i=ed^cari?ar.ies    e^cepij    roi 
'^■Tc:j^-iljr'^-^--pc£d    oursujr.t    to   coh:rac:-al"jrTanssoeats_existi.3g   a_c    c.e 
j3Ce    -i^-s-  ;    ' .--'» -^      curtheraore,    chis   office   oust   be   notified    la 
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Madisoa  Goaraacy   Savings   atd   Loaa 

Ass^lacioa 
Auguscai   Acicaasas 
Jj2a   1.9,    1986 
rage   3 

wrlciog  prior  co  any  payaanc  of  >1000  or  nore  by  M*(llsok\CaaraaC7\or  any 
o£/lcs  subsidiaries  co  any  of  cbe  coUovlag  coopaoies  pursnanc  co  such  a 
;oac;ac:ual  arraageaeac.      The  eompaiiies  are  as   CoLIous: 

Cascia  Sewer  and  Vacer  Conpaay 

Casde  Induscrles,    Inc. 

Tlie  Wilson  Co.,    lac. 

Hoc   Scuff,    lac. 

Aberaachy  Developoeac 

SorsQSon  Eacerprise 

Madison  Ma^rkeciag 

MadisoQ  Keal  Es:a:2 

Designer  CoascrMCCioa 
)      laduscrial  Deveiopcesc  Company  of  Liccle  lock  (IDC3 
,)\lad 


\Iaduscrial  Ser-ricss   Cj.    (ISC) 
laVsHiiiisoQ  ?roper--4s,    lac. 
13)      Dixie   Couciaeacai  Leasiag,    lac. 
1^)     Auaspaugh  Desigas 
LS)      Mascer  Developers,    lac. 
16)      Islaad  Conscruccion 


If  you  have  any  quescioas   ragariiag  c^s  leccer  or  che  July  2i,\  1986  oeeciag, 
please   feel   free   co  coacacr  Chi?  C.    Kieseweccer  or  myself  ac  (2i4\  659-3500. 


CCBW-S^I. 


Waits r  H.    caui:< 
Super/isocy  .\ger.c 

WKr:C:<:jc 


bcc:    ADRO-OES 

Exaslr.acior.s 
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STATE  OF  ARKANSAS       (    M<-; 
OFFICE  OF  THE  GOVERNOP^-^ 


/I   \ 


ROUTE  SLIP 


Da 


..:iiA 


From: k. 


//  / 

1^ 


)      For  A|i|>rT»v:il 
I      Fur  SigruiUirr 


I      Fnr  (■(iinnuTil 
I      I'rviKiiv  l<<Mitv 

Fitr  Vour  lnloi-m;iiiim 


Roniarks: 


For  NfccsKirv  Action 
Inituil  Aiwl  Forward 


Nmc  Anrt  HiMiim 
PUmso  Sit  Mc 

.As  (UtlllCSUTl 


\\ 


o-vv^ 


DKSNO 13309     ^^^^.^.X_.---Of^) 


MCCK-147* 
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July   U.    1986 


■>^. - 


N\'.r'- 


i  '.'A'^ 


^1-y^ 


Jtr.    lis.  McCougal 

')ts.    John  Lachf= 

yjLDrSOt;   CUATJL'rTY    SAVI.Mr,3   i,   LOAM 

Ifich   and  '^air.  Scre«ca 

Licsle   ^ae.'*.,    A^      72232 


Dear  JLr.  a=d  Jchr:: 


v.'her.   you  requascad   chja   Roae  Liw  *ir=  r      ~a.3s=.z  "'adlac- 


on 


ecific  =a==ar  1=  Anril.  I9C5, 


advi 


TOU 

fl.rr.  would  credl;    fees    a;ala.sc   a  caT^rhly  re     .iz.ar   and 

bill    far  vf^cever   fesB   rl^iis   be    Is   ezucas   c      ;he   recair.cr    ac 

ch*   crui   of   each  aonc;i.      Sin,c«    shac   "i=e,    ;ii acn  has    —.ir.   a 

cr2di:   ii   ica   ascoxsi:  a=   zhc   end  cf  every  sa-c;i. 

Ve   are   also   aware   cr-ar   sir.ce    char    ;iZ2  "idijor.   r^a 
beer.  rslTing  anC  csr.ci.2iie3   tc   rely  on  a  S'-^mar  of  ocher  lav 
fims    CO  provide  ocgoiag  repreaenCiClcr. ,    and  chac  cir  repra- 
sen.Ca=lo=.  has    sees    for   Lsolaced  uccers   aiid   ^.ca    :ioc   beer. 
esn=lr.uaua   or   slgnif lease. 

Tou  currensly   have   a  credlc  -^ch   cho   Fosa  Lav   "Irs  of 
5A,a22.53.      1    as.,    therefore,    recurr.ln^    che   enclosed   check 
our    firs  received   fcr   52, 000. 00   aa    an  advance    a-alusc    le-al 
fees   for   the  =cnch.  of   July.    1956,    and  a  chec/.    for    ihe 
recainar  credls   in   che   araotjcc  of   '5^,522.33. 


RLF2    03062 


DKSN001168 
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Mr.    Jl=  "cDouial 
itr.    Jo==  1-ach.m 
JulT   ^^'    -536 
Pa»«  Two 


Ve  do  ru3C   believe   ir  ipprocrlaca    for  ua    co   -ai, 
parK«nc  of   Legal    fees   whea   ciere   Is   onlr  on«  na.t:^«-'^„*    ^1^' 
r«pre9eacls5  Jlaci^oa  on,    oaaelj   cte  negocl_a,clon3'wi.;h   3a^«-a 
(Tvar   cSe  3abcocic   and  EconoLodgc   loan  parclclpa-ioca .      if 
70U  would  lilce  xia   CO  woric  on  anociier  specific  saczer ,    we 
would  be   glad   Co   di3C-.i3a    Ic  oti  a  caae-by-caae  baB5.a. 

Sincerely  yours, 


For   Che  Rose  Lav  Fim 

EiLiAH?  rodha:^  a.i:rrcj! 


HSCisJc 


ZncLosurea:   Oris^^^l  checks  co  John  Lacoss 

Copies  of  lecrer  end  checks  co  JLz.   "cCcugsL 

bcc:  t<r.  Vissa  Foscar 
t*r.  Herb  Rule 


RIJ'2  03063 


DKSN001169 
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^Jf'''    Arkdnsai  State  Bui 
SiandwTd  LeaiO  fo 
kevisZd  er.'J   Appr^/.-o   ny 
Atlo/rii'y  Gcnr.r/i.    K.i,  ,    19/5 


Services 


^  6- 


Le)s*i||T>  7-)-B^ 

ViorVrcT  fc/:  '_»'Y '        


STATE  Of   AP.»JVJ:SAS  LtASE   f-CiifUn 

liilS  UASE  HADE    this  _2U day  of  AprH .   lyu    ,Dy  which 

MaiJlson  FtnanrUl   Cofporatlon ( 'LESSOR' ) 


;-■■;■•.•  — (" 

[^  •      lca!ses   to   the  STATE  Of  ARr.A.\SAS   ('STATE")  by  Arkansas  SUt<r  BuMdlr.r)  Services   ('SeS 
i;V  ,  .  .  for\thc  use  cf  Arkansas  Homing  Developggnt  A<}er.rY.   ISOl  I'-tin  Strret.  Little  ttoc^, 

^.:':-- : ,      Arbnsav    72?0? ' 

VTSt^'Or  tnjrXoChcr  OepartMent,  Beard.  Cocnission  or  Agency  of  the  STX1£  Wklch  SSS  sh«li., 

)^y'"*>.---.  ■     \         \  .■..■.    ..■'-'^^''^ 

'^dfllQniitt  ("A^WCY"),  the  d*cHbe<l  properly  CWIMrStS')  vpon  Xht  Una  of  ttf$Vr'->: 


m 


^i-::.^ 


WtoUSESX    6aS?  mu«rt  /ret  of  ofrtct  t»#«  (c<^tlt1l»<y  OK  l^ 


)e«  &p«c«i  ikitQMtcd  tor  Urstor  end 
ISOr  H>in  $tr»»t 


ihrfof  Uttu  tea 


iUiisLli-SSl 


-/.*'-:V; -V  ■•••''^^''■^■Ja 


J-<ia^fi2 


K  nrrf  ^^  ^ 


m 


m^ 


'^'    SiHli    ^*»«  ^WC  »»f*cs  to  ^»-/  S  4.yv»>     pvf  "o»wi^f  iwwttfe  (JiitBSiyjJI 

?l?^'    H  *•*"•'"'*■  ~*  **»*   '•"*  ^'i  o'   **Ch  s<^h  t^rrljc  upoa   (•v«ic«  froft  the  llSSOt,     SucV;; 


sS^i 


^r 


—  C  .^  ,   Ci  v.^^-^'- 
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fei     /I amps,    lutes,  ballails 
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,_JP'-__      ^1 -^  t    f.''^    Air    COr.c!)  t  iOf,  In  . 

_^f -. hot   ar.d  cold  ».v.er 

_jr£,s watc-   and   sc>vr 


y?s jAnftorl»1   s^r/lcci   and  vuppllei 

djlly    (or      ) 


yes 
Security  Service 

KAINTEWMCC.   RlPAIft.   BtPLACHTXT.      LESSOR  agrees   to  wlntain   the 

PREMISitS  in  90od  repair  arvd  tcnantable  corKJition,  Mlting  r«pt«cc«icntt  when  n«c«st«r] , 

occTdlng  tc  thf!  reasonat)e  latisfacliDn  of  iKe  SKS  inc1i*dln<).  but  not  Ifnited  to, 

^.:9)\  stpiCtural   cosponcnls,  nechantol  «^ulpr»nt,  p«tt  tsttnutMtioA  uti  snow 

iKtmi^i\.     If  LESSOP  fails  to  corrvct  <  d^flclmcy  within  Ulrty^.(X)  tfjiys  af ttr '-^j 

t^^r  ;\'-' ■.'■    \  ■  '.  :'•■•■.•■•■•■■■•'-■ -it.'"' ;^3' 

;;>;kir1tUn\nol{ce  froa  SSC  or  the  ACOtCT  -r  within  «n  Afipro(>r1«U  »li*rUr  pcrlotf""^'" 

^^iiifd  In,  the  notict  tn  th«  rvmt  of  «  itcftcitncy  catstltutlsg  »  Ittztirtf  to  Ur^ 

U»»,«nd^if«ty  of  the  STATE'S  iBploytw,  pnjptrtj' or'wv  attap.p^^ 

ATEviMbr  perfom  iwch  MtnitMAC*  otmL*  inch  nMtr^it  1U  oWOttt 


^^i?%5i 


nay  thM  b*  ^  tbvrMftvr  btcum  4m. 

P>^  r^t  **d  th.  ItSSORS  oollB.t1e.  «^  t*.U  L^  u^  fc^^^l^^ 
^^•;r;'6...  {WUCf  >  KSTin.<TIO«.-  USSM  *h4n  bw  Uw  H»i,,«rf,.^«».;-^^';|j(l 
^S^j>i;h«r  Miutltjr  and  thjli  Minula  ftr*  aod  «xi««4*<l  co««f«9t'cl|iiMr«kCJi  ;i»i 
^fyll  repl«ceB«^«t  vaJwc  ^f  the  fMKI5.n..      Wpe«  a^t  »acJ»  oc€iim0C^irtM\&ft 

^i^j^"*"*"^  "  '•**^'  '^'c^i  t>-*i  «*i«  *et»cy  c*<>~»t  co«tJM«  Iti  optrtkf«*^iy^ 
"l-^t  ih*ll  t«rffla*ic.     LtS5«  #9r»«'.  <o  i»rw<»:1y  rtpalr  W  ritpi*c«  aij^^^^ 


fKUilSES  iar^3c4  or  er'.tn)yt4.     Siioglsj  the  Unltftrtg  Mt  te  rcttortd 


if^!>*; 


origina)  cofMjiiion.  rr^iOA^bU  i«e«r  ««wJ  U4r  tJH^ttd,  the  U«%*  way i<t?-J^^iitc^« 
CifiCtVlrt-fcy  «cUUrt  a35l£tJr^_SttS   to  LESSOR.  '  '.     '  r:>' •'•  .v -'''i 


Ml 
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7.  7i  Pv;.'(;.r!0'i,---TtK'  STA:;'  r^/  tcrclnatc  lKl>-4.coic  13/  thirty  (30)^4y 
wrltttr.  ■.■'.ii\uy^o  LETilOr  t;,  SF^  if  the  /vCEMCVS  fori;  are  IrWIficlcil  for  N 
10  contipti'-    thf?   opcritions    for  »/hich    the  PRIKIS[S   *.e   bc'.hO  us« 

HISCfUAwrOilS.       (o)    Tnls   LciSf   »nd   «ny  Bodiflc«tton  or  tm*nit;finl\    to 


^ 


1l  /ill   not  bo  valid  without   the  w'rtten  jpprovil  of  SES.      (t)  This  Lease  sNill 
b/ncfll  and   find  Vhc  parUci  hereto  and   their  heiri,   personal   representati 
Successors  and  asslcji.s.     (c)  The  STATI  oa>  tenainatc  this  Lease  fay  writUn  r«(>t1ca. 
froM  SBS  to  LESSOf!  upon  the  taking  by  etalnent  doaaln  of  any  part  of  the 
J  (d)  Nothing  \n  this  Lea.^e  shall  be  construed  to  waive  the  sovtrcign  lauolty 


th«  STATE  or  any  entttiet  thereof,     (e)  This  Le«s«  csnUtns  the  tntirt 
of-U*  pirtlej.  •■■''■■   \y^z:;y<-<';.'^^':V--^r^f^ 

9.     SPtCIAL  PiOYlSIOXS.     A,     LCSSOA  ihal)  prcnrltfc  STitTC  tVIL0III8 
ARKANSAS  HOUSIK  OCYlUyNDCT  with  M  vmu)  np»M  »Mt«HXt  cor 


1tf«s  «Mi  i«a1torik1.s«nr1c«s  cmU.  .JTlM^flnt  iUt«HfS^r*|Ml 


»t'»iii 


tbf.'1S< 


STATt  BUlLOtMS  SERVICtS  UAVMtl^n) 
•1)  rtvltW  th»i«  OMMl^.lMd  pH 

^  or  Jfaitcttd  tnr  «f^^Sld>i 
^LCSSOft  *tr*ti  to  C0faM><ct:U«'tenb^f 

triessoft  «si-«M  to  providt  Uvlor'lllvdArtKltll- 


l^^fco    idll  havfl's(>Kt«t  tliitod  glwV^/^Mll*  rgu^^ 

^f»citteo»  esas  s<iuar«  irttt  of  iwt  «m»jau.»p*m.^,^^--° 

S^irtt  i'luco  In  tlM  lull  4*4  r«i^0M|^"ffJu»i"*^!1^^^^  

'•  *mJ  resuUtioni  as  ii*-y  «>?ly  lx>  tcJtii^orkttidUkiipif-f^PifdSiXi 

'■-:■'  ''■■■■   ^  .^'■"^■^"^'^^xi^'^^. 

.    6-.ldif>9  Service*  Sirixtural   AdYisOf^  OfflSO  will  Ml*  COlor  HllKtlon  Vll 


;!w«pijr;; 


-J- 


i»i?: 
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t>tv 


approval    by  LtSfC?.     0.      Lc-isor   ihall   provide  adcquate^OAr^-ccr.ii t i&r.'.r;  \n   :r,c 
Computer/Koom  to  r«>lntain   tcnpcri tort  t>el<x  SO     decree', 

!0.      ALTfJATIONS.      The   STATE  nay  p-.dkc   aUeratlon^.    *tl«cK   fi>Uirej   «nrt 
ep^Ct  additions  and  sign:,    in  or  upon   the  PRlHISCS  with  prior  written  i^pproval 
LESSOR.     Such  fixtures,  additions,  and  si^ns  shall   ree^in  the  propcrVy  of 
the  STATE  and  nay  be  re.oved  frois  the  PREMISES  within  a  reasonable  LIm  After 
termination  of  this  Lease  provided  the  STATE  shall   restore  the  PfUMISCS  t^  • 
condition  as  good  as  at  the  beginning  of  this  Lease,  ordinary  *t*r  end  tM^ 
excepted  ^  ■  ••'-' 

iXECUTCO  by  the  parties  Mho  lodivfilMlly  rcprtscnt  th«t  MCh  hu 
ito  enter  Into  this  Lease.  :':■'■■:'■■■'      ■'■  -  ■  ^' V  ^?^?r^j3^ 


m 


tV-' 


ii^TlAMcUV  torperetioA 


.     /UtMOM.ImiflMr 


mM 


s?.?-^?? 


g»»>;acapassaiww=sfi:w":.-j^^-.>.v .. 


lr*ctor 


^^^^-•' 


*?• 


Sftfc'-' 


1^ 
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/Arkansas  S>^tc  buHding  Services 
Standard/tease  Form  1 
ApprovejKby  Attorney  CererAl-;;-     "\ 


May,    1979 


Lease  Ter»:  9-20-85      to    9-19-88    \ 
knt.ua]  Ren::   V    13.5^9.96  \ 

Square  feet:  1 .4S6  ~      \ 


-J 


Rate:   S 
Type: 

Worked  iy; 
County      60 


9.3?" 


p«r  jq.    ft. 


ftenfrxal : 


Iff 


*9eT>cy      395       sue  00? 


>^V-^ 


STATE  Of  AWCAKSAS  LEASE  ACR££>«KT 
THIS  LEASE  KAOE  this     13th     <J*y  of  Auomt 


-.l»tt. 


:■•'.** 


^Hl»  STATE  or  AWCAKSAS  ('STATE')  by  ArUmtt  iX*XM%\Wtig^iityiUf'\ZS^^ 


^^^^ 

^?i 

^^ 

m 

1 

1 

B 

^^^^Sw 

55^P^ 


fti*!f?l;9§^i^ii^ 


15Q1  »U4n  Stnttt.  llCtU  Aocfc,  Mrtmus^l230i 
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jrcv 


wA'.cr  ft   Sfftr 

j*'Uorl4'.    scr.'.cis   afs:   '..;?!  »e 

CiWj     .or ). 

L£SSC*  igrcti  to  tMlri:*)^  Ih^ 


^PREMliLS   lr.  900c   rcrii''  J'^^i   tpr.anie:>  csy»«;<  1  Ion,  raving   rr!?l«craenl"  trf-^r. 
necciifry.   4CCon.Mf:v   to  t^c   rra-.r  i-itic   '.alt '.fi'.l'.on  of   t^e   S6S   Incl-jtflr,^.  but 
no\  Uniitetf  to.  ail  •-trv:*...'-^!  cort>;-rr:i .  J:f^c "^-j n I c*  1   K;ulp«itnt.  p«4t  exter- 


Brfnipion V><1  ^''^  recaovil,      if  LISSOa  Jail-,   to  correct  a  deficiency  trithln 

\         -. 
thirtyx  (3C)\dayi  after  KTlttm  r.ot'.ct-  frcr  SiS  cr   u»  fcCtXCY  or  trithin 

.«ppropr1*t£  cftorltr  period  •.tat'rd  li  ih*  nctUr  lr   U*  rvtcl  ©'^^^^tCltiicy 

IS-IJf;-.   ConitUultni)  a  hki»r4  ic  ts»  h«ai*.A  a-.^  safety  cf  iri«  JTATCf'S  Mp1oxt«l,  pntptrty .jtg^ 

.91*  any  otiicr  ^cr^cr..   the  S^l'l  ca/  xrroro  suc^  iwiflUA«n(t  or  Mk«  ftoCll  r«p*f '' . N.-^'^^ 
.~,— .    ■.-  ■..■»"%•..,' ^-jt^? 

g;^;4;«t/'W  «*»  coit  And,  In  td^Ulor.  to  *-•:/  oXf!*r  raatf  It  Bay  •'•w,  U*  STiTIl: ;; v.'^]^^^ 

,«ny  deduc*  the  «noar.t  iher**f  fror.  tht  rint  t»w:  My  Uf  tm  Or  0»rMf t#r    ; -r  -V"- ViS^ 

|^'.>teCOM  d(M.     The  STATt'S  oOll^llcm  tA  My  reitc  Ml  tfc»  tiSSM*$  ot>l||*'tfO(a?%^'^.; 
,.,>'J^'.-  '        •  •  '.''■■■;'-^t-*     ■■'■  -'j'is'^-^if 

^i'V"urt«r  lh<s  Lwie  are  heretry  M<3e  dc;>c<^deAl.  ./.;•.''.■       "  ..  ^"^-fif 

^■^-''  ■  .  ■•  ^;  v^V.-r*v.:v-^}..^ 

*•    OWJJ  k  Ksnc^tte.    LCSSW  iun  b««r  o»  ritk  nt  IftM  kjr  «r«  «r  "'V^^ 

■  '   ■:•■■:•:=. v.:  •^'V-'v--^' 
»r  c«»u«lty  tnd  itall  mUuia  f<rv  *M  tat«<(b*d  co^ra^t  iwMUiCM'.%»-Pm>:i. 

,,-;     L  J  '' '"  ■••■'■Vi*-'- •v'''-4TSf' 

l^r  ^t,1  rvpUccatft  value  of  ih«  P%RiSU.    U90&  A^'ty  MCk  occijnr.vicf,  tkt  rm  fWV^j^'V^ 

,h«\PKO(lSCS  iiun   urvtnau  ur.tD   tAc  mOUStS  «r«  rt«car»d.     USSOft  •tar«C> 


^•:'f- 


|>roi^tTy-*«Wlr_oi^ne?!act  aa/  p*ri  of  tMr  WDCjSt^  tf^atsjj  jgrAipitrDgd^  a^. 
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ii 


/    7.   TE»1^^ATJC^.      The  STAT-   wy   tercintte   tr.U  letse  by   :Mri/   {j:;   Ci,. 
written  not/ce   to  LESSO?  by  IBS   If   the  AoENCY'S   funds  irt    i-.sjf  f  Icleri   far   •. : 
to/cont1niye  t^e  operations   for  wMch  the  PRL'^ISES  «?e  fceJng  usei. 

I       8.  ^ISrELLAKEQiiS.     («)     This  Lease  and  any  Bonification  or  *ae»vtoenls  to 
1t|w111  not  be  valid  without   tne  written  approval  of  SBS.      (b)     This  Lease  srull 
benefit  land  bind  the  parties  hereto  and  their  heirs,  personal   representatives, 
successors  and  assigns,      (c)     The  STATE  say  teralnatc  this  Lease  by  trrltten 
notice  fftKi  SBS  to  LESSOfi  upon  t^•e  taking]  by  eminent  doasaln  of  iny  pare  of  the 
PfiENISCsA    (d}     Notning  In  this  Lease  shall  be  construe<i  t«  mIvc  the  sovvrtlfir- 

'^iiaunlty  or  the  STATE  or  toy  enilllei  thtrccf.     (c)     Thii  Lease  canulns  the 

|V^--'  \        \ 

i!Mt1rt\«9re«^nt  of  the  parties.  / 


,.\. 


CIAI  POOV1S>OWS.  ^>w  tixt  nl*  of  Ihts  letse  tt  M.V>  per  s^.  ft<  per' 


2u 


per  Bonth  over  the  tfltire  Us«  p«riod  for  renovttlon^^t 


!«,«   fKi^l    tihvr.    tK»   «yf  «>...    »«    ..A1..«.    .    jwK^t^    fff    ^.t,    iptTl    iM^ell 


ivtr.    A.  USSOR  shell  pnnrtde  STATE  BUIlDIK.«lh>iai  «d     ¥-  /rAA^i 
WITH  I .ni ■■(■■.  ir^nnPnnrT  ttlxt  sn  innuil  aifKWK  stitMwel  »»s»fm  rtntl<>i'^' y-^ ' 
|;4Mtlcri«l  >tr*1c«»  c«ti.    The  flrti  sut«Hnt  sUll  tsOydt  tte  flui-yeM^r-^^^^ 


rf^  July  1.  1S6S  til 


rotMfi 

ifisr 


Jcne  30.  1M6.     Upo«  rrctlpt  of  Uls  socsfad  SU 


'.WUDIIB  MTtYim  ifi;r«;  inwurTriiTW.   Acnrr  nmrrrtf  m<  rm/w 


C^rsiriv' 


.      rrtvltw  thts*  txptAstf  sAd  M9ott«u  us«  rsoowit  r«t«  for  Juljr  1,  lJt7^-^'-^f^:^^ 

■"  or  projected  by  auforljed  pcrsooMT  fro«  tha  otilltjr  cwptirtts,  .    v^.-;^^V?^ 

far>»<   tB  r«v>tTr,^f   t^  A«».^'.   «r^^  .... — >f^  »^   .«>^  |.>^^   ^-^  '  '   ^^'-mT'^'^g 
OM  proTlOcd  by  STATt  BuTlOI«  SCITICES  «wt  appr«v«d  ^  km  A9«xy  H^^^"'. 
>^jin^m1nc  thit  •8r>^«»>t fVr  jtTftrhrtl  rirrr  flea  *>•  am  Hp»c1f1titt»ii)  "  >>::'-;t^ 


,  -i.«  u 


*fa*31  *«w  tl»  optlttt  tp  at^il^^Bt^ 


UBgtiaa  nf  This  tfoniMdijims. 


of 


r 


frovtsloot  OMUtoed  on  tSs  «tt*a»e4  AAJ>t>A«i  ««u<t 


t  psrt  of  thU  Ussi  only  If  stgr^id  by  *n  p«rc<ts  to  this  LMm}^ 
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20.    AL  K^-AT10t»S.    Tie   STiT[    irj/  r^ake    a' tfilionv .    aincn    Milurti    ii^^trf. 
/addltionyand  signs   In  or  'j:/(;r.  the   ?SF".IS[S.     Such  flxfjrts.  additions.  ard\ 


,  «ha11 
wllhl/i  a  re 


signs 


1    reMin   the  pro&erty  ct'   the   STATE    and  wy   be   rcrovecj   froc  Inc  PfiCKI'^ES 


reasonatjlc    time   after   the    termination  of   this   Lease   provlde<l   the   STATt\ 
$hal/i   restore  the  PREKISES  to  a  condition  as  good  is  at  the  t>eglnnlr>^  of  this 
Letfe,   ordinary  Mear  and   tear  excepted. 

EXEClltD  by   the   parties  wno   lndlvldi:al  ly  represert   that  each  h«s   the  I 

autnorlty  to  enter   into   tMs  Lease.  / 

.  :      \ 

^^g6^%or\  Fii>ancii1   Corporation 


Nl^faatUUfjy.Vtci  President 


tr  Ruvldtng  Services 


STATE   AGEHLT: 
Arkansas  Ccvelopaaent  Ffnxnr^  Authority 

Uoottn  Cp«s,  Resident 


/     / 


C>iU: 


•  •'•r*^***^^***! 


o*t.:  _giG/i5: 


''^^ 


__^,^__^J     V.:;.-i^ 
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Arkansas    State    Buildit:.     Services 
StJndartl     Lease    Form     1 
Revised    and    Appro^/ed    by 
Attorney    General,     May, 1979 


/ 


r 


Leas        rerm:    12-30-65 tol2- 30- 19 

Annua  ^     Renb,:  $n  ,  362.50  ■ 

Square    Feet  N^  2315 

Rate: 

Type 

Wev  : 


S    7.50       \    per    «q    "TT 
O.N.  \ 


i,:^i^'(oS5^ 


X  Renewal 

Wo  r  ked^by :       M.  P. 


County__6p_><iency_630NsiCe    1 


uL 


l_>^n 


s: 


/ 


/ 


STATi     OF     .ARKANSAS     LEASi     AGREEMENT 
Tl/lS     L?AS£    MADE     this  7th       d»y    of       November 


\      \ 


by  whith    /Madison  ri.ngnri»i  f■n-7lo^-»^  i  on    ("LESSOR-)!  leises 

to  the'  STATE  OF  ARKANSAS  ("STATE")  by  Arkansas  State  BuiXdina  Selrviees 
("SaS")  Jc,r  the  use  of   Dy■pp-^Tgn^  q-  r^o^nrp  >nd  Administration;    I 

Revenue  Division.  P.O.  Box  12'2   T,-r^<»  Rnrl<   AR.  72203 /   or 

any  other  ijeoar  tmen  t  ,  Board,  Commission  or  Acer.cy  of  the  STATE/whi^h 

•iSS  shall  dksicnate  ("AGENCY"),  the  cescribec  property  ("PREMISES7)  upon 


the  terns. of  this  Lease. 
1 .    PREMISES .     r_. 


or  soaca 


JV 


^ 


parking  «paces  «^^  1520  M.am  Street 


all  situated  in  the  City  of    Little  Rock .  County  of   Pulas)ci 

Arkansas. 

2.   TEPM.   The  initial  term  will  bccin  on   December  30,  1935 


.«nd  end   December  30.  199  1 


The  STATE  may  elect  to  extend  the  term 


^e.  Chan  sixty  (60)  days  upon  the  saae  ttrat  by  writc«h  notice  to 

f    th*  initial  tern. 


.  \ 
LESSORinftt  less  than  thirty  (30)  days  bafor*  the  tni    o 

3 


R^NT.   The  STATE  agrees  to  pay  S  l.<46.87 y   p\r 

month  tftyO(^,!<3CXXX  in  advance  on  Che  first  day  of  each  su<^fr 

."•rioc  upon  ir.voict  frcn  t.ie  LESSOR,  a  :co  r  t  ic  r.ai  i «  en  a  izL'.-/  ba\is, 
^'  ^  ^S:-  Z-^  ?or-  the  first  3  yeirs  o:  the  lesss  terni  December  30, 195  5 
tjrpgohj  December  30.  1988.   From  December  31   1988  throuch  n*>-,mh^^  '\.  19 f 


t 


the  ratglshjil  {,e    based  on  S7.95  per  so.  ft.,  or  S1536.68  per  calendar 


Nadisor.  Financial  Corcoraticr   o   n  ^nZ    TTT- 
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7.    TERMItj^TION  ■   The  STATE  may  Cerminate  this  Lease  ^  thirty 
,LcSSOR  by  sas  it     Cha.^ACENCY  '  S  fund\  are 


TiEten  notice  to 


/  ^  ^  \ 

■  nsu  f  f  ic  i  e.Kt  for  it  frO    continue  tne  operations  for  wht-qh  the  PRSMISES 


7 

la  u! 


/ 


8.  /  M1SCEI.LANE0US.    (a)   This  Lease  and  any  modificatioh  or   \ 

\     \ 
amendments  t«$  it  will  not  be  valid  without  the  written  aporovaij.  of  \ 

/     /-  "      \    \ 

This  Lease  shall  benefit  and  bind  the  parties  hereto\andl 


S3S  .    (b)    /T 
their  neiri. 


.  personal  representatives,  successors  and  assigns.   l(c)|   The 
^TATt  Inav  |ter:iiinate  this  Leas*  by  written  notice  from  SBS  to  LES'SOrI 

uoon  the  takinc  by  eminent  domain  of  any  part  cf  the  PREMISES,  i  {6)1   No- 

■     '  '    / 

thine  in  this  Lease  shall  be  construea  to  waive  the  sovereign  i/nnuiitj 

o:  the  ST.^TE  or  any  entities  thereof. 


aire  em  ent  of  t.-.  e  oarties 
SPECIAL  PROVISIONS.   ,, 


I         / 
(e)    This  Lease  contai;is  the 

/ 


ever  vJork  -area.  Ccndle  power  to  meet  Southern  Bu>iding  Code .  \  All 


cterior  va, 


i.ls  to  b^ 


^-'pJt^fo  jnri  Air  ConQ^itio^  i.n 


shall  be  of  Sufficient  capacity  to  insure  the  comfort  of  the  lessees' 
eiTiDlovees  \&  clients.   ^'1  c'jgg  '^  hn'io^nt^  gh;^J_i — be— rrsTTtetec  ar.c 
tinted.   Re'n6vation  shall  be  performed  as  outlined  in  Exhibit  A 
and  B  to  become  a  oart  of  this  lease  agreement. 


(Snecial  Provisions  contained  on  the  attached  Addendum  dated 


N/A 


ire    a    part    of    this    Leise    only    if    signed    by    all     the    parties    to    this 
Lease.), 


10.'      A'.TSRATIONS  .        The    STATE    may    ma:<e    alterations,     attach     fixtui 
and    erdcA    additions    and    signs    in    or    upon    the    PREMISES.        Sucih    Bixture: 

V  -^        \ 

additidns,     and    signs    shall    remain    Che    property    of  'Erie    STATE    andXmay 

0'»     removed     from     the     PSEHISES    within     a     reasonable     tiTie     after     the 

■-- e  r  m  1  r.  a  L  ion    o;     this     Lejis  e    pre  v  ided     the    ST.-.TE     shall     restore     tha    PREMISES 

>ase,     ordinary 


c  .■!     .1     CiJnU'ition     as    qood-rJS     a;     the    be'qinnirc    of     this     La 
wi-ar     artri/tejr     excepted.      . 
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DA—:    3/25/85 


(   )   No  action  required, 

(, 1 Elft2Ae_«L«ie_iBe 

(      )      File  ^     ! 

(      )      For  your  informacien 


•^MAiLKS 


Wants   you    to    came    be    f 
for    a    fufrt — ra  i  «;#••    far    yo 
because    that    is    when    Fulbri 
appt„      at    the    Allergy    Clinic    at 


at    3:00/.       Looks    1  i  ke/i/4/^wou 
what    do    you    thi  nk? 


//'^/>^^^        ^ 

^u-/::^^^^^ 


n    either    April    3    or    Apriil    4 
has    to    be    one    of-^ttiose:  dates 
On    April    3,    you    have    an 

il    4,    You    have    Plrocl  amati  on! 
around    * :00   or    4:30 


fc^^^^^ 


DKSN001259 


CONFIDENTIAL  dkRTSOOSS?^ 


<^->< 


1500 


...  .oi"i  rl    '  J        r  ■        ^     J  y  . I 

I    otoitoi Ui"»  ten \-^4u<A^f  /J  rf  -fyi  'f  o^ $    /,  evcJ  .  1; 

C3fg    ThlfU^a' 


ison  Guaranty 


2a?0?i,?lE,i: 

MMaiAMikriiiH^aMKi 


r.'\'".u\}f''  '    ■'■'    •    .'/!il.    ' :l'Ji:L:,i'Jl''    i'  otL  4  GAS  >lldoUCtlON  '  '- 
i'       '-^'     '■    _'.       .'-':    '    rison.Iarkansas 


:ni!riL!ryi'v'-!'i/^-i'''-'nL;M'-i''Jni. 


tM<,i:n 


I  _  I  I  _  H 

u 


I..:  .  .1 
L::l'..ii  ::1. 

r.'ji"; 

"i  'J  ;"i  'J .  I 


ELROOCOMTANV 


^■ 


zy 


IB  ■■  ■    r^AD^SON  GUARANTY  SAVINGS  ft  LOAN  ASSOCIAT 

^  CASHIER'S  CHECK 

RIOT    \      ^s 


J.W.  FULBRlSff 

PAY  TO  THE 

OMDCR  a»  81U.  aiWItW  CA^PAia<  FUIT 


/WIL^. 


' ......................»*«*  $  *3.000.00* 

The  SUM3000  uoisOQcrs  p^,,^^, 


BB    FSUC 


■  ■■■■■■■■■■a     CKj^^>^^0^>tr^^ 


"•00  2 


Eugena  F   or  Alic*  Ann  Hams 

lOa  SoulA  Orel*  Oriv«      r54-3ai3  ' 


•1-121/1 


pHWORSAS"  STATE   BANK 


^<.^v^:. 


CCBW-001 


BU12-0019 
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o 


1502 


;  J 10  mx:.  h-    .LvK. 


MAOSON  QjAJRANinr 


iri»-^  o™.  J0n|_lj_ 


-t^.utfj.A, 


ritiy  iicusao  ati  oi/ m> 


>vil  b.  lina 


•Si;ii  II" 


b.gj  ,, >^  "ail.  HI  Mill 


ijg "^   ^-^^   ■"   "g"  "!''•'— i"nni        MiQ^. 


.D«  , 


.,""  ^in*".'iAr  — -, ,   ^'1  ^. .t.*.-... 


(5        »gai {_ 


r-ll    ^  ..    >» ■ ..     -i^Ait.Ah  ^-. 


-  ••'-"-■-;-— '"■r ^-W^T-"— TSJ"^"  ousL-v 


Ij.UUU  X 


MNANCf  CHAMQ 


•      3U.UUU.UU 


«       6j,btI/.Z7 


• 1      U'Cll  .J)'.   Ill  lull 


C 


G—  C-- 


.^     I     ..^1     ■       >v>     >| 


n-.K^:/' 


i)iO  \^^»^  *^^— —     f>*^»^  'y  ■»  ■—  I  i«ip ■■■■> 


'o..^..JjCI. 


uu.-t 


. .-(...M-.    a^>~.    Ot...>~i    a<«< 


''^^'^K^r^.^yTjr 


•qH^tt^SuxJ^•T^l~" 


SiMm  wrimsi  MOIL  OISCI.OSUIU-  •'O  StCUOinr  ACMf  lUf  NT 


1503 


J 


1504 


Oarle  Pbczxx 


^^Ma«Ji»«in  Cuaraniv  , 


<:  CO  iz  "i.  .- 


-  -     Sir*- 


r- 
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Fund  <*»»•' 
KZMCRANDUM  18 


TO:  JSS 

FROM:  L.M 

DATE:  April  23,  1987 

R£:  Madison  v.  Peacoc]c 

Our  fira  represents  Madison  Guaranty  Savings  &  Loan 
Association  ("Madison")  in  several  collection  natters  related 
to  Charles  Peacock,  III,  his  children  and  related  entities. 
We  have  been  dealing  primarily  with  Ms.  Pat  Heritage,  a  loan 
and  collection  officer  with  Madison. 

On  Tuesday,  April  21,  1987,  Ms.  Pat  Heritage  inforsed 
me  that  she  had  spoken  with  Mr.  Greg  Hopkins,  attorney  for  the 
Peacocks.   Mr.  Hopkins  informed  Ms.  Heritage  that  there  is  a 
sove  underway  to  have  our  fira  disqualified  from  representi.-.g 
Madison.   The  basis  of  the  disqualification  is  that  Jia  Guy 
Tucker  has  substantial  involvement  with  Madison  and  with 
Mr.  Jim  McDougal,  that  this  creates  a  conflict,  and  therefore, 
our  fira  should  b«  disqualified. 

Mr.  Hopkins  went  on  to  explain  that  there  was  substan- 
tial wrongdoing  regarding  the  prior  administration  of  Madison, 
that  several  people  were  "going  to  go  to  prison,"  and  that  our 
fira  will  be  severely  embarrassed  when  a  full  disclosure  is 
made  and  our  fira  is  disqualified  with  potential  sanctions 
bei.-.g  imposed.   Mr.  Hopkins  ilso  stated  that  the  matters 


T.*roo?V. 
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regarding  the  Peacocks  and  Madlaon  was  getting  too  dirty  and 
he  has  considered  resigning  his  representation  of  the 
Peacocks. 

Mr.  Hopkins  further  inforaed  Ms.  Heritage  that  Madison 
should  seek  additional  counsel  not  only  because  of  Jia  Guy's 
conflict,  but  also  because  all  our  fira  is  doing  is  churning 
the  files  in  an  effort  to  enhance  the  amount  of  the  billings 
and  that  we  have  no  concern  for  the  ultimate  outcome  or  the 
costs  incurred  by  Madison. 

In  addition,  Mr.  Hopkins  inforaed  Ms.  Heritage  that  one 
of  the  loans  made  by  Madison  to  Dixie  Continental  Leasing, 
upon  which  Marcy  Taylor  has  undertaken  foreclosure  proceed- 
ings, also  involves  fraudulent  transactions.  Mr.  Hopkins 
stated  that  a  portion  of  the  loan  proceeds  made  to  Dixie 
Continental  Leasing  went  to  Bill  Clinton's  campaign  and  that 
in  return  for  the  substantial  campaign  contribution,  Bill 
Cli_nton  assured  Jia  McDougal  that  a  state  agency  would  lease 
space  from  Madison  at  its  headquarters  on  Main  Street  in 
Little  Rock.   I  fail  to  see  any  conflict  with  regard  to  our 
fira  basad  upon  the  Dixie  Continental/Bill  Clinton  trans- 
action, but  Mr.  Hopkins  seems  convinced  that  wrongdoing 
existed  that  would  be  imputed  to  our  firm. 

Mr.  Hopkins  further  stated  that  I  should  not  have  said 
what  I  did  in  front  of  the  Bankruptcy  Court  at  the  hearing 
held  on  Wednesday,  April  8,  1987.   At  that  hearing  we  were 
successful  in  having  the  Peacock  Brothers  d/b/a  The  Peacock 

HOUSE 


■3- 


'T'«.rrv\">")o 
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Cocpany'*  Chapter  11  bankruptcy  petition  dismissed  with 
prejudice. 

I  am  of  the  opinion  that  Mr.  Hopkins  was  severely 
embarrassed  as  a  result  of  having  the  Chapter  11  dismissed 
with  prejudice  after  he  had  made  representations  to  his  client 
that  everything  would  be  taken  care  of.   Mr.  Hopkins  is  now 
apparently  attempting  to  slander  our  firm  and  making 
allegations  that  I  feel  are  wholly  unsupported  by  the  facts  in 
these  proceedings.   I  am  greatly  offended  that  Mr.  Hopkins  has 
imputed  that  Mr.  Tucker  is  seme  way  involved  with  the 
fraudulent  dealings  and  that  our  firm  is  involved  in 
misdealings. 

On  April  21,  1937,  imsediately  after  discussing  this 
matter  with  Ms.  Pat  Heritage,  Tim  Grooms  and  I  discussed  the 
matter  with  Mr.  Tucker.   Jim  Guy  reassured  us  that  he  has  no 
conflict  with  regard  to  his  personal  transactions  with 
Madison.   In  addition,  Jim  Guy  informed  us  that  a  full 
disclosure  of  his  transactions  with  Madison  has  been  made  to 
the  FSLIC  and  that  the  representation  of  our  firm  has  been 
approved  by  the  FSLIC.   Jim  Guy  suggested  that  I  draft  this 
memorandum  to  inform  you  of  the  statements  made  and  to  solicit 
your  advice  regarding  the  allegations  made  by  Mr.  Hopkins. 

Please  review  the  matters  set  forth  above  and,  at  your 
convenience,  contact  either  Tim  or  myself  regarding  any 
comments  or  suggestions  that  you  may  have  to  an  effective 
resolution  of  the  matters  set  forth  herein. 

HOUSE 

cc:   Mr.  Jim  Guy  Tucker 
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MODEL  RULES  OF  PROFKSSIOHAL  COMPDCT 
TRANSACTIONS  WITH  PERSONS  OTHER  THAN  CLIENTS 

Model  Prof.  Cond.  Rule  4.1  (1994) 

Rule  4.1.   Truthfulness  in  Statements  to  Others 

In  the  course  of  representing  a  client  a  lawyer  shall  not  knowingly: 

(a)  make  a  false  statement  of  material  fact  or  law  to  a  third  person;  or 

(b)  fail  to  disclose  a  material  fact  to  a  third  person  when  disclosure  is 
necessary  to  avoid  assisting  a  criminal  or  fraudulent  act  by  a  client,  unless 
disclosure  is  prohibited  by  Rule  i.e. 

NOTES: 


Misrepresentation 

A  lawyer  is  required  to  be  truthful  when  dealing  with  others  on  a  client's 
behalf,  but  generally  has  no  affirmative  duty  to  inform  an  opposing  party  of 
relevant  facts.  A  misrepresentation  can  occur  if  the  lawyer  incorporates  or 
affirms  a  statement  of  another  person  that  the  lawyer  knows  is  false . 
Misrepresentations  can  also  occur  by  failure  to  act . 

Statements  of  Fact 

This  Rule  refers  to  statements  of  fact .  Whether  a  particular  statement  should 
be  regarded  as  one  of  fact  can  depend  on  the  circumstances.  Under  generally 
accepted  conventions  in  negotiation,  certain  types  of  statements  ordinarily  are 
not  taken  as  statements  of  material  fact.  Estimates  of  price  or  value  placed  on 
the  subject  of  a  transaction  and  a  party's  intentions  as  to  an  acceptable 
settlement  of  a  claim  are  in  this  category,  and  so  is  the  existence  of  an 
undisclosed  principal  except  where  nondisclosure  of  the  principal  would 
constitute  fraud. 

Fraud  by  Client 

Paragraph  (b)  recognizes  that  substantive  law  may  require  a  latfyer  to 
disclose  certain  information  to  avoid  being  deemed  to  have  assisted  the  client's 
crime  or  fraud.  The  requirement  of  disclosure  created  by  this  paragraph  is, 
however,  subject  to  the  obligations  created  by  Rule  1.6. 
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Model  Prof.  Cond.  Rule  4. 1  (1994) 


CODE  COMPARISON 

Rule  4.1(a)  is  substantially  similar  to  DR  7-102 (A) (5),  which  states  that  "In 
his  representation  of  a  client,  a  lawyer  shall  not  .  .  .  loiowingly  make  a  false 
statement  of  law  or  fact . " 

With  regard  to  Rule  4.1(b),  DR  7-102 (A) (3)  provides  that  a  lawyer  shall  not 
"conceal  or  knowingly  fail  to  disclose  that  which  he  is  required  by  law  to 
reveal . " 


CASE  NOTES 


Confidentiality. 
Disclosure . 

Confidentiality . 

Subject  to  certain  exceptions,  confidentiality  of  all  communications, 
complaints,  formal  complaints,  testimony,  and  evidence  based  upon  a  complaint, 
is  absolutely  privileged.  Colvin   v.    Conmiccee  on   Professional    Conduct,    309  Ark. 
592,     S32    S.W.Zd   246     (1992). 

Disclosure. 

Lawyers  have  a  duty  to  disclose  to  the  judge  all  the  material  facts  of  the 
case,  and  failure  to  do  so  violates  the  clear  wording,  as  well  as  the  spirit,  of 
the  rules  of  conduct.  Ficzhugh   v.    Conmiccee  on   Professional   Conduce,    308  Ark. 
313,     823    S.W.2d    896     (1992). 
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Special  Board  Meeting j£i 
^1ADIS0N  GUARANn  SAVINGS  AND  LOAN  asSOCIAIION 
MADISON  FINANCIAL  CORPORAIION 
July  15,  1986 

"Die  board  of  directors  met  at  the  Mitchell,  Williams,  Selig,  Jackson  ar 
Tucker  Law  Firm  (Mitchell  Law  Firm),  1000  Savers  Federal  Building,  Little  R 
Arkansas,  at  10:00  a.m.  on  July  15,  1986. 

Present  were  Steve  Cuffman,  Sarah  Hawkins,  Jack  Owen,  Chuck  Peacock,  Jc 
Latham,  John  Selig,  Breek  Speed,  and  Greg  Hopkins,  attorney  for  Chuck  Peacock 

The  first  item  of  business  was  discussion  of  Robert  Wilson  as  chi 
executive  officer  in  conjunction  with  his  purchase  of  the  Association's  stoc 
John  Selig  stated  that  Wilson  had  no  interest  in  acquiring  all  stock  owned 
the  McDougals.  John  Latham  stated  that  a  recent  conversation  indicated  Wils 
did  want  to  acquire  all  the  outstanding  stock  of  the  McDougals.  Mr.  Selig  th 
began  to  explain  the  loan  transactions  between  Bob  Wilson  and  Madison  Guaran 
and  Madison  Financial  as  disclosed  to  him  by  Bob  Wilson.  Pursuant  to  th 
discussion,  Mr.  Selig  recommended  that  Bob  Wilson  make  contact  directly  wi 
the  Federal  Home  Loan  Bank  and  that  the  board  of  directors  not  recomnend  M 
Wilson  to  the  Federal  Home  Loan  Bank  for  purchase  of  the  stock.  Greg  Hbpki 
stated  that  by  Mr.  Wilson  acting  as  a  consultant  that  may  have  damaged  h 
credibility  with  the  Federal  Home  Loan  Bank. 

Mr.  Selig  then  presented  a  letter  to  the  board  disclosing  all  transactio 
between  the  Mitchell  Law  Firm  and  the  Association.  He  indicated  that  becau 
Jim  Guy  Tucker,  a  friend  of  Jim  McDougal's,  was  a  partner  in  the  firm  that  t 
Mitchell  Law  Firm  could  not  represent  the  Association  in  matters  involving  t 
McDougals  and  Mr.  Tucker.  He  further  requested  chat  the  board  review  t 
letter  and  decide  if  they  still  wanted  to  retain  the  firm  as  general  couns 
for  the  Association.  The  board  then  reviewed  the  letter  as  presented  by  M 
Selig.  It  was  noted  that  there  were  several  discrepancies  in  the  letter  a 
the  transaction  as  it  was  understood  by  Mr.  Latham.  Mr.  Tucker  was  then  call 
in  to  the  meeting  to  explain  his  transactions  involving  Castle  Water  and  Sew 
and  other  acquisitions  purchased  by  him. 

Mr.  Tucker  explained  that  he  had  an  old  agreement  with  Mr.  McDougal 
have-  110  hook-ups  per  year  at  a  cost  of  $500.00  per  hook-up  with  t: 
"^^^  Castle  Water  and  Sewer  Company. 

He  also  explained  that  the  Industrial  Development  Corporation  or  tl 
utility  company  that  he  had  purchased  had  not  registered  as  a  utility  b 
it  was  not  a  problem  under  Arkansas  law. 

He  also  explained  that  he  was  asked  to  purchase  the  assets  because  ii 
asset  vas  not  an  authorized  investment  for  the  service  corporation. 

Mr.  Tucker  also  tried  to  explained  the  chain  of  ownership  of  the  asset  c 
the  sewer  company  as  he  understood  it.  He  then  explained  that  he  he 
acquired  the  asset  at  a  cost  of  $1.2  million  at  10. 5X  interest  rate  with 
30  year  amortization.  He  indicated  that  income  was  sufficient  to  servic 
the  debts,  his  biggest  clients  being  Siemens-All Is  and  Levi  Strauss.  I 
indicated  that  he  did  make  the  down  payment,  that  it  was  not  financed  \ 
Madison  Guaranty. 

HOOSE 


PLS03127 
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MEMORANDUM 

TO:  Hillary   Clinton 

FROM:  Rick  Donovan 

DATE:  February  17,   1986 

R£:  Madison  Guaranty  Savings   (    Loan/IDC  0000090 


I.       FACTS 

Madison  Guaranty  Savings  f,  Loan  Association  {'Madison 
Guaranty")  purchased  property  ("IDC  Development")  own.^d  by  the 
Industrial  Development  Corepany  of  Little  Rock  ("IDC"). 
Industrial  Services  Company  ("ISC"),  a  wholly  owned  subsidiary 
of  IDC,  furnished  sewer  and  water  service  to  a  number  of  patrons 
who  obtained  their  title  directly  or  indirectly  through  the  IDC 
chain  of  title.  These  patrons  can  be  considered  "residents"  of 
the  IDC  Development.  Madison  Guaranty  purchased  ISC's  sewer. and 
water  service  and  continues  to  furnish  those  services  to  various 
patrons  within  the  IDC  Development. 

Madison  Guaranty/IDC  would  like  to  sell  water  to  a  business 

^utsi(Se.__the IDC  Development  and  also_  to_  _another^__real..  estate    _. 

development.  Maple  Creek. 

II.   QUESTION  PRESENTED 

Is  or   should  Madison  Guaranty/IDC  become  a  public  utility 
and  what  is  the  effect  of  that  characterization  and  car.  Madison 

PT.T?  02932 
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Guaranty/IDC   sell   water   to   a   business   outside   the   IDC 
Development  and  to  another  real  estate  development,  Maple  Creek? 

III.   CONCLUSION 

Madison  Guaranty/IDC  is  a  public  utility  and  as  such  is 

governed  by  various  state  laws  and  regulations.   However,  for 

purposes  of  the  jurisdiction  of  the  Arkansas  Public  Service 

Commission  ("PSC") ,  Madison  Guaranty/IDC  would  have  to  either 

submit   itself   to   the   jurisdiction   of   the   PSC   through   a 

declaratory  judgment  action  before  the  PSC  or  await  PSC  scrutiny 

in  the  event  a  patron  complains  to  the  PSC  regarding  rates 

charged  or   services  rendered  by  Madison  Guaranty/IDC.    Many 

small  water  and  sewage  companies  such  as  Madison  Guaranty/IDC 

never  become  regulated  by  the  PSC  as  "public  utilities'  even 

though  they  fall  within  the  statutory  definition. 

Even  if  Madison  Guaranty/IDC  does  not  submit  itself  to  or 

become  regulated  by  the  PSC,  it  is  required  to  obtain  licenses 

and  permits  from  the  Arkansas  Board  of  Health  and  the  Arkansas 

Pollution  Control  System. 

Assuming   an   expansion   of   water   and   sewer   services   to 

customers  outside  the  IDC  Development  does  not  impede  or  impair 

services  to  present  patrons,  Madison  Guaranty/IDC  is  free  to 

extend  its  services  beyond  the  IDC  Development. 


■2-  lOSOr 
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IV.   DISCUSSION 

A.    MADISON  GUARANTY/IDC  APPEARS  TO  BE  A  PUBLIC  UTILITY. 

One  question  raised  is  whether  or  not  Madison  Guaranty/IDC 
should  become  a  public  utility  and  what  the  effect  of  such  a 
characterization  would  be.  Under  the  common  law  and  the 
Arkansas  Legislature's  statutory  definition  of  a  "public 
utility,"  Madison  Guaranty/IDC,  by  its  operation  of  the 
waterworks  and  sewer  plant  at  the  IDC  Development,  would  appear 
to  be  a  "public  utility." 

Generally  speaking,  a  public  utility  has  been  described  as  a 
business  organization  which  regularly  supplies  the  public  with 
some  commodity  or  service  such  as  electricity,  gas,  water, 
transportation,  or  telephone  or  telegraph  service.  73B  C.J.S. 
Public  Utilities  S  2.  A  well  recognizee  test  of  whether  an 
entity  is  a  public  utility  is  whether  or  not  that  entity  holds 
itself  out,  expressly  or  impliedly,  as  engaged  in  the  business 
of  supplying  a  product  or  service  to  the  public,  as  a  class,  or 
to  any  limited  portion  of  it,  as  distinguished  frotr.  holding 
itself  out  as  serving  or  ready  to  serve  only  particular 
individuals.  Natural  Gas  Service  Co.  v.  SERV-YU  Cooperative,  70 
Ariz.  235,  219  P. 2d  324  (1950). 


The  Arkansas  Legislature  has  statutorily  defined  a  "public 
utility"  for  purposes  of  state  regulation  of  public  utilities  by 
the  PSC.   Ark.  Stat.  Ann.  S  73-201(d)(2)  (Repl.  1973)  provides: 


RIJ'2  02934 
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HJGHLY  CONFIDENTIAL 


MEMORANDUM 


TO: 
FROM 
DATE 
RE: 


Hillary  Clinton 

Rick  Donovan 

March  4,  1986 

Ma3l30n  GuardiiLy  Saviiiys  and  Luaii/IDC 


I.   OUESTliON  ^RESENTED 


Does  the  fact  that  Madisop  Giiaranty/IDC  s  potential  water 


customers  are  within  the  Little  Rock 
the  I  extension   of   services   to 
Guaranty/ IDC? 


corporate  city  limits  preclude 

those   customers   by   M&dison 

/ 


II.   CONCLUSION 


Meraiy" because  the  potential  water  customers  are 


:hin 


the 


v?ithi 

Little/ Rock  corporate  city  limits  does  not  preclude  extens'aon  or 
water  services  by  Madison  Guaranty/IDC  to  those  potential 
customers . 


r 


III.   DISCUSSION 

question  raised  was  whether  or  not  the  fact  ^hat  the 

potential  water  customers  of  Madison  Guaranty/ IDC  were  within  the 

I 
corporate  city  limits  of  Little  Rock  would  preclude         n 


u 


RS  000941 
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HIGHLY  CONFIDENTIAL 


extension  of  services  to  those  customers .  The  concern  was  that  the 
City  of  Little  Rock  Water  Works  would  have  the  exclusive  right  to 
extend  water  services  to  patrons  within  the  corporate  city  limits . 
irst  of  all,  it  should  be  pointed  out  that  there  is  nOr-a,tate 


stati t^or  municipal  ordinance  which  grants  the  City  of  Little 

Watei  Works"  such  an  excluiiive  liyhL. Woi — is  theie  cuiycase 

whicl.  would  establish  an  exclusive  right.   On  the  contrary, 

cipal  iry — frnm — anfarclna     sucK  an 


firjt  had  a  telephone  conversation 
with  the  ^egal  staff  of  the  Public  Service  Commission  ("PSC")  .  I 
was  informed  by  the  legal  staff  of  tiie  PSC,  when  presented  with  the 
question  addressed  herein,  that  Water  utilities  in  Arkamsas  have  no 

J  V  L     I  / 

"allocated  territories"  such  as  electricity  and  natural  gasy  Thus, 
I   "-— i    I -^   I 

according  to  the  PSC  staff,  there  is  no  such  thing  as  "exclusive 
i  I 

territory"  for  a  water  utility  and  water  utilities  aure  free  to 

offei 


sr  services  where  they  choose . 
1   /then  had  a  telephone  conversation  with  a  manager  kt 


the 


Little  Rock  Water  Works.  He  informed  me  that  persons  within  the 
City  of  Little  Rock  corporate  city  limits  are  free  to  obtain  water 
from  whatever  source  they  want  to.  He  explained  that  it  is  the 
policy  of  the  City  of  Little  Rock  Water  Works  to  instaliVplant  back 
up  facilities,  sources  of  supplies,  treatment  plants. 


-2- 
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HIGHLY  CONFIDENTIAL 

and  transmission  lines,  and  it  is  then  up  to  the  individual 
property  owner  to  install  distribution  lines  to  "tie  in-  to  city 
water.   This  can  be  done  several  different  ways,  but  the  usual 


meth( 


is  for  a  subdivision  to  form  a  water  inqsrovement  dist 
The  Citty  of  Little  Rock  Water  Worlcs  wuld  work  closely  w^th  the 
improveraenT  district  to  see  that  city  water  is  maae  available  to 
the  subdivision.   The  Little  Rock  Water  Works  spokesperson  did 


■tat<: 


rliey — disi-uuiage — privpte — real — eaeate — dcjrelo;  ment 


coii?>ain^a  from  providing  water  :o  its  patrons  because  of  ti^e 
that  people  will  not  be  getting 


the!  beat  service  available. 
As  a  general  common  law  rule,  d  municipality  has  no  authority 
to  enact  and  enforce  ordinandes  *hich  are  designed  to  compel 
everyone  within  the  city  limits 


evcryome  wi 
if  and\*ehj 


fear 


to  vse  municipally-supplied  Water, 
rhen  available,  and  ti  prevent  absolutely  the^etair, 


alteration,  in^jrovement ,  or  operation  of  a  privately  owned  vater 
system.  That  is  not  to  say  that  a  municipality  cannot  use  it's 
police  iJwers  to  protect  the  health  and  safety  of  its  clt^zeiis  to 
prohibit  the  sale  of  water  which  is  dangerous  to  the  public  health. 
78  AM  JUR.  2d  WATER  WORKS  AND  WATER  COMPANIES  S  3.  Thus,  in  MidSOX 
V  Midway  Hni-nino  «nd  r»n^«1««e«nr  Tenter.  Inc..  230  Ga.  777,  195 
S.E.2d  452  (1973),  the  Georgia  Supreme  Court  held  that  there  is  no 
authflity,  statutory  or  common  law,  whereby  a  city  could\coii5>el  the 
use  W\ffity  water  or  connection  to  a  city  water  ayatemi. 


-3- 
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HIGHLY  CONFIDENTIAL 


In  fact,  it  is  a  general  common  law  rule  that  a  municipality 
cannot  be  compelled  to  extend  its  water  to  an  entirely  new 
subdivision  within  its  territorial  limits,  absent  any  arbitrary  or 


fraufdnlant  conduct  on  the  part  of  the  city.   78  AM  JUR.  2(^— KATER 

WORMS  VnD  water  company  §  21.   Thus,  in  Crownhill  Homes, 

San  ^tonio".  433  S.W.Sd  44B  (Texas  L'ivil  At)&6ala.  IJJbaTT^the  [Texas 


JZ 


appelllate  court  rejected  the  plaintiff  real  estate  developer's 


arguinent,,&hat  the  Ciey  of  San  Antonio  be  compelled  to- 


r-Antoi 


watea:  to  newly  built  subdivision  within  the  corporate  city  \Limits. 
It  was  up  to  the  real  estate  developer  to  find  alternative  methods 
for  supplying  water  to  the  subidivjlsion  through  a  privately  owned 
water  system. 


sjusa^Bi 


iply 


city 


pro  summarize,  merely  because  the  potential  Madison  Guaranty/IDC 


Madisott^uaranty/IDC  is  not  precluded  from  extending 
services  to  those  potential  patrons.   Not  only  is  there  np  pt 


X 

watar  customers  are  within  the  Little  Rock  corporate  city  limits, 

Iwater 
itate 

statute  or  city  ordinance  which  would  preclude  such  an  extension  of 
Madison  Guaranty/ IDC ' s  water  services,  but  the  common  law  general 
rule  is  that  a  municipality  has  no  authority  to  enact  an  ordinance 
or  tt  require  persons  within  its  territorial  litnits  to  use 
municipally  supplied  water  to  the  exclusion  of  a  priV^aCely  owned 
systtem. 
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TO: 

1^ .         I      VaO    aandolph's    7islc 


>i^ 


NH 


'^1  J 


)     ilonaediate   acrior. 


)  prarfr  reoly   for  Governor 

)  R^ply  or  ac:   in   1  week 

)  Preoare  reoorc 

)  For  conanen: 


)   No  accion  required 


(   )   Please  see  me 

(   )   File 

(   )   For  your  inforssacion 


RZ^^ARKS  : 


Mr.  RandoI>t»--(inppi'rt i? ca  nr.f    you  this  aoraiag  ;o  tallt  _L^^7 

Che  Wacer  Sill  you  7ecoea.  He  said  chac  he  caliced  co  you  oa 
aoralog.  He  vaacs  :o  !cao«  If  Che  veco  Is  golag  Co  scaod.  S 
Hike  you  co  call  Jla  Guy  Tucker  abouc  chls.  He  said  chac  h 
dlfflaule  clae  geeeiag  aa  answer  froa  you.  (He  aencloned 
becvean  7ytr(i~,  Tucker  and  Jla  McOougal  i  couple  at  years 
larolied,'  S33  ,000 .  This  was  preccy  crypclc.)  He  seeaed  ang 
Soaeoae ,  X  chlak  he  prefers  you,  aeeds  Co  call  Tucker. 


n 


oul  abouC 

Siiaday 
e  owuld 
e  has  a 
aeeclag 
hich 


=/, 


'^ 
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—  i/i-- 


oioiao) — Cunicon—L.^t-H^Mt^o^O'i^e^ $    /.vac'. 


PAVTOTHE 

OADCR   o»  Bill  aiWDN  C/»f  AIQ<  fU< 


The  Sum500  O  msOOi'rs 


■  ■■■■■■■■■■■■■a      C\0/ryo~tJf^(Mji-rs^ 


Eugan*  F   or  Ahcd  Ann  Htrni  .           /^      '  a^  / A  cf  r-        ?  *!  7  1 

lOa  Souin  Ckck  0>i..     IM-Mij  '  U.^^tf,  /V itclIX  \      '_, 

0^  t/^,.,  Z7  ..^  '^^-z^ 


A^  »   /«)  ^f.  ^5, 


*t~^*HK*hSAS  STATE  BANK 


^...^N^...:. 


:oa  S90 1  s  I  ii:  as? ;  QDu-?0  5-fl" 


CCUW-OOI 


,  2    0i'.l'5' 
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MADISON  GUARANTY  SAVINGS  &  LOAN  ASSOCIATION       >■ 

^-^^.„,,  CASHIER'S  CHEiK   02498 


PAY  TO  THE       ^ 
OnOER  OF  >'^'  Clinton 


The  SuM3000!j;nS OOj^ 


u  u  ■^-•-TB  ■  ■  ■  ■    \J^LCOtU^ 


J.  M.  malone  &  SON  Enterprises 

BOX  IS8 
LONOKC.  ARKANSAS    72086 


■^^  ORDER  OF  P\iJi    1  L-^Jlctwo^w  .^4^./...^t-,-y/ f  ^/y7 


4?g  cy/<i^  YoL^jL^     /i-^JL     ^/7^ 


n(^^,777  S^^ac^.?-.^.-^,^ 
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GORDON  C.  MATTESON 
DA^»,,«  r    PM.  Mi-»42-«s«2 

UAM.    ARKANSAS      71136 
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...„        li«MNGS«.U>N 

\^  U>d.^.    AA..». 


fay  to 
Order 


':;aeq7i.t&n;   gs  opt;  i,„.  oeai 


JAMES  B.  MC  OOUGAL 

OL  tlH-M;!  PH  >OI-M).UM 

«0O  CANTHtLl.  ROAO  NO.  Ma 

lITTLf   ROCK,  AR   7JNa 
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WEST  ARK/^SAS  CONSTRUCTION  CO. 

MR,  «     D     HANOOLPM 

PO  BOX  S3t 
RATCLIFf ,  AR      72911 


.^V 


<^/  /^  Ay^fg-  ^    /ior      Lou, 
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MADISON  FINANCIAL  CORPORATION 

PO   Eo«  1  553 
Little  Rock,  AfKansjj  722C3 
374-7777 
April  2".    '585 


Fund  Raiser 
14 


Ms.   Llnd»  Dickson 

The   Covtrnor's   Office 

P.    0.    Box    615 

Little  Rock,  Arkansas  72203 

Dear  Linda: 

In  r-gard  to  the  addresses  for  checks  you  received  through 
Madison  for  the  Governor,  they  are  as  follows: 

Jim  Guy  Tucker  -  Country  Cable  TV 

Can  use  the  Center  Street  address. 

Ken  Peacock  and  Dean  Landrua 
c/o  The  Peacock  Conpany 
Rt.  2,  Box  219 
Bald  Knob,  Arkansas  72010 

Brett  Pharls  and  John  Lath*« 

c/o  Madison  Guaranty  Savings  and  Loan 

P.  0.  Box  1583 

Little   Rock,   Arkansas   7220] 

I.O.U   -   Alice   Ann  Harris 

Enclosed    Is  Mrs.   Harris'    check    for  $1,000. 
The  address   as   listed: 
108  South  Circle  Drive 
Clarksvllle,    Arkansas   72830 

If   I    can  be   of    further  help,    please   call. 

Sincerely, 


Enc 
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Inanediaca   acCLon 


( 


aczion   reau:.rad 


.£■;   reoly   for  Governor 
lepLy   or   ace    -.a   I  week 
Praoara   reoorc 
"or   coimetic 


HXS:       leg.  yoal'icer 
- 3\5 -  3  2  7  5 
ied    tfaiSrec    waca     aa    apae     "lei 


(      )      Please   see  me 

(     )     r^ia 

(      )      For   your   ir.fomacioti 


ASAP  ■ ie — »ju:j — rr- 


bcl^ag  Jla  Su7  Tacter  and  1  3  laodolph. 
Plaaae  advise. 
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Stat  I  of  irkansaa 

76t&  Canaral  Aaaamblr 

First  Eztraordtsarr  Session,  19B7 

By:  Raprastntatlva  Mike  Wilson 


ACT    V    1987 
A  Bill 


1047 


30 


For  An  Act  To  Be  Entitled 

■AN  ACT  TO  AMEND  SUBPARTS  (2)  AND  (7)  OF  PARAGRAPH  (d)  OF 
SSCTION  1  OF  ACT  32«  OF  1935,  AS  AMENDED,  TO  EXCLOOE  CERTAIN 
SMALL  WATER  AND  SEWER  DTILITIES  FROM  THE  DEFINITION  OF 
•  PUBLIC  OTIUTT';  AND  TO  AMEND  SECTION  4  OF  ACT  «1  OF  1941, 
AS  AMENDED,  AND  SECTION  6  OF  ACT  613  OF  1983,  AS  AMENDED,  TO 
GRANT  TO  SUBURBAN  IMPROVEMENT  DISTRICTS  AND  PROPERTTf  OWNERS' 
IMPROVEMENT  DISTRICTS  THE  POWER  TO  CONDEMN  CERTAIN  SMALL 
WATER  AND  SEWER  UTILITIES  WHICH  HAVE  BEEN  EXCLUDED  FROM  THE 
DEFINITION  OF  'PUBLIC  UTILITT' ;  AND  FOR  OTHER  PURPOSES. - 

BE  IT  ENACTED  BT  THE  GENERAL  ASSEMSLI  OF  THE  STATE  OF  ARKANSAS: 

SECTION  1.  Subpart  (2)  of  paragraph  (d)  of  Section  1  of  Act  32"  of  193:, 
as  aaendcd,  tbe  saoe  being  Ark.  Stat.  Ann.  Section  73-20l(d)(2),  Is  hereby 
aaended  to  read  as  follows: 

*(2}  Dlvertlag,  developing,  puaplng,  lapoundlng,  distributing,  or 
furnishing  water  to,  or  for,  the  public  for  coapensatlon.  Provided,  however, 
that  nothing  In  this  paragraph  shall  b«  construed  to  Include  water  facilities 
and  equlpaent  of  cities  and  towns  In  the  definition  of  public  utility. 
Provided  further,  that  the  tera  'public  utility*  shall  not  Include  any  encity 
described  by  subpart  (d>(2)  of  this  Section  which  aeets  any  of  the  followi.-.g 
criteria: 

(A)  all  property  owners  associations  whose  facilities  are  enjoyed 
only  by  aeabers  of  said  association  or  residents  of  the  coaaunlty  governed  b/ 
said  association;  or 

(B)  all  entities  whose  annual  operating  revenues  would  cause  thea 
to  be  classified  as  Class  C  or  lower  water  eeapanies  pursuant  to  the  unlfora  ") 
aystaa  of  accounts  adopted  by  the  Arkansas  Public  Service  Coaalsslon;  or  \^ 

(C)  all  laprevcaent  districts.* 
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1  SECTION  2.  Subpart  (7)  of  paragraph  (d)  of  Saetion  1  of  Act  32«  of  1935, 

2  aa  aaandad.  ttia  saa*  balng  Ark.  Seal.  Ann.  Saetlon  73-20i(d)(7),  is  hcrtby 

3  aaandad  to  raad  as  follows : 
a      '(7)  Maintaining  a  savage  collection  systca  and/or  a  sewage  treataent 

5  plant,  lotareeptlog  sawars,  outfall  sewers,  force  sains,  puaping  stations, 

6  ejector  stations  and  otner  appurtenances  necessary  or  useful  for  the 

7  eollaetioo  and/or  treataent,  purification  and  disposal  of  the  liquid  and  sclif 

8  Haste,  sauagc,  algnt  soil  and  industrial  waste.  ProTlded,  however,  that 

9  aethlag  la  this  paragraph  shall  be  construed  to  include  sewerage  facilities 

10  and  aquipaant  of  cities  and  towns  in  the  defialtioa  of  public  utility. 

11  Provided  further,  that  the  ters  'public  utility'  shall  not  Include  any  entity 

12  described  by  subpart  (d)(7)  of  this  Section  which  aeets  any  of  the  following 

13  criteria: 

14  (A)  all  property  owners  associations  whose  facilities  are  tnjoysd 

15  only  by  aeabers  of  said  association  or  residents  of  the  coaaunity  governed  Sy 

16  aald  association;  or 

17  (B)  all  entities  whose  annual  operating  revenues  would  cause  tne= 

18  to  be  classified  as  Class  C  or  lower  sewer  coapanies  pursuant  to  the  unifora 

19  systea  of  accounts  adopted  by  the  Arkansas  Public  Services  Coaaission;  or 

20  (C)  all  iaproveaent  districts.* 
21 

22  SECTION  3.  Section  «  of  Act  at  of  19«1,  as  aaanded ,  the  saac  being  Ark. 

23  Stat.  Ann.  Section  20-700  (Supp.  198S),  is  hereby  aaended  to  add  a  new 

24  subparagraph  n.  which  shall  read  as  follows: 
-^  25       *n.  Any  said  district  shall  have  the  power  of  eainent  doeain  for  i.ic 
>.,.^  26  purposes  of: 

27  (1)  condeaning  any  water  or  sewer  utility  found  within  the  boun- 

28  darlcs  of  said  district,  which  is  exeapt  froa  the  definition  of  'public  utili- 
^1  29  ty  as  found  in  paragraph  (d)  of  Section  1  of  Act  324  of  1935. 

30  (2)  securing  any  lands  or  rights  of  way  needed  in  aaking  laprove-  ' 

31  aants  to  water  or  sewer  systeas  owned  and  operated  by  any  such  district. 
^_  32       Tbe  board  of  said  district  shall  have  the  power  to  enter  upon  any  private 
^  .33  property  for  the  purposes  stated  in  sentences  (1)  and  (2)  of  this  subpart.   If '^' 

34  the  parson  daaagcd  and  the  board  cannot  agree  on  the  sua  to  be  paid  for  such 

^\   35  daaages,  the  person  aggrieved  aay  file  his  petition  in  the  circuit  court  of 

{  I  36  the  eeuaty,  setting  forth  his  grievance,  and  asking  coapensation  therefor, 
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■akinc  th«  board  a  party  dafandant.  Tha  Isauaa  In  such  suit  shall  b*  aadt  up 
aa  In  etiiar  easaa  at  law,  and  tha  eauaa  shall  b«  tried  ij   a  Jury,  unless 
dispaoaad  with  by  tha  parties;  and  the  ease  shall  be  advanced  on  the  locket  so 
as  to  have  precedence  of  all  other  causes.  The  Jud(e  of  the  circuit  court  cay 
bold  a  special  tara  at  any  tlaa  for  the  trial  of  any  such  cause,  (iving  ten 
(10)  days'  aetiea  to  the  parties  of  the  tlaa  of  holdlns  such  special  tera, 
wnlcb  notice  aay  be  in  writinc,  and  shall  be  served  on  the  parties  as  a  urit 
of  suaaons  is  directed  to  b«  served,  unless  such  notice  be  waived  by  the 
parties,  or  one  of  thea.  The  Judge  of  said  court  aay,  in  vacation,  in  case  an 
•greoaant  eaaaec  be  arrived  at  between  tha  board  of  iaproveaent  and  the  owner 
of  such  property  la  relation  to  the  daaages  elaiaed,  fix  an  aaount  to  be 
deposited  with  soae  person  to  be  designated  by  the  court,  before  the  cntcrlns 
upon  and  talcing  possession  of  the  property  to  be  used  and  taken  as  aforesaid 
and  upon  the  aaount  required  being  deposited  and  certificate  thereof  filed  m 
aald  cause,  the  work  aay  proceed." 

SECTION  I.  Section  6  of  Act  613  of  1983.  as  aaended,  the  saoe  being  4rk. 
Stat.  Ann.  S20-2*06  (Supp.  1985),  is  hereby  aaended  to  add  a  new  subparagraph 
1.  whXeh  shall  read  as  follows: 

'1.  Any  said  district  shall  have  the  power  of  eainent  doaaln  for  tnt 
purposes  of: 

(1)  eoodeanlng  any  water  or  sewer  utility  found  within  the 
boundaries  of  said  district,  which  is  ezeapt  froa  the  definition  of  'pusli: 
utility*  as  found  in  paragraph  (d)  of  Section  1  of  Act  32«  of  1935. 

(2)  securing  any  lands  or  rights  of  way  needed  in  aaking 
laproveaents  to  water  or  sewer  systeas  owned  and  operated  by  any  such  district. | 

The  board  of  said  district  shall  have  the  power  to  enter  upon  any  private 
property  for  the  purposes  stated  in  sentences  (1)  and  (2)  of  this  subpart. 
the  person  daaaged  and  the  beard  cannot  agree  en  the  sua  to  be  paid  for  suo9 
daaages,  the  person  aggrieved  aay  file  bis  petition  in  the  circuit  court  of 
the  county,  setting  forth  bis  grievance,  and  asking  eoapensation  therefor, 
aaking  the  board  a  party  defendant.  The  issues  in  such  suit  shall  be  aade 
aa  in  other  cases  at  law,  and  the  cause  shall  be  tried  by  a  Jury,  unless 
dispensed  with  by  the  parties;  and  the  ease  shall  be  advanced  on  the  dock 
aa  to  have  prceedenee  of  all  other  causes.  The  Judge  of  the  circuit  court' 
bold  a  special  tera  at  any  tlaa  for  the  trial  of  any  such  cause,  giving  ten 
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1  (10)  dars'  Botiet  to  th«  partita  of  ta*  tiaa  of  holding  such  apaelal  ttra, 

2  Mnleh  notle*  say  b«  In  writing,  and  ihall  b*  sarvad  on  tha  partial  as  a  writ 

3  of  auamona  la  dlraeled  to  ba  aarvad,  uniaas  aueh  notiea  ba  waived  by  tha 

a  partlas,  or  oaa  of  thaa.  Tha  Judga  of  said  court  aay,  la  Taeatlon,  in  case  an 

5  agraasant  cannot  ba  arrivad  at  batuaan  tha  board  of  iapra*«aant  and  tha  owner 

6  of  aueh  preparty  In  relation  to  tha  daoages  claiaad,  fix  aa  aaount  to  be 

7  deposited  with  soae  person  to  be  designated  by  the  court,  before  the  entering 

8  upea  and  taking  possession  of  the  property  to  be  used  aad  taken  as  aforesaid 

9  and  upoa  the  aaount  required  being  deposited  and  eertifieate  thereof  filed  in 
10  said  cause,  the  work  aay  proceed.* 

11 

12  S£CTION  5.  GENERAL  REPEALER.   All  laws  and  parts  of  laws  in  conflict 

13  with  this  Act  are  hereby  repealed. 
l« 

15  SECTION  6.  SEVERASILIT?.   If  any  provision  of  this  Act  or  the  applica- 

16  tion  thereof  to  any  person  or  eireusstance  is  held  invalid,  such  invalidity 

17  shall  net  affect  other  provisions  or  applications  of  the  Act  which  can  be 

18  given  effect  without  the  invalid  provision  or  application,  and  to  this  enC  the 

19  previsions  of  this  Act  are  declared  to  be  severable. 
20 

21  SECTION  7.  EMERGENCY.   It  is  hereby  found  and  deterained  by  the  General 

22  Assaably  that  regulation  of  saall  water  and  sewer  utilities  as  'public 

23  utilities*  under  the  Jurisdiction  of  the  Public  Service  Coaaission  generally 

20  laposes  heavy  regulatory  costs  upon  the  consuaers,  so  that  the  cost  of 

25  preparing  a  rate  ease  alone  aay  equal  or  exceed  the  other  total  revenue 

26  requireacnts  of  those  utilities;  that  the  effect  of  regulation  is  often  to 
"^7  inerease -costs  that  are  proportionately  far  in  excess  of  the  benefits  of 

28  regulation;  that  custoaers  of  small  water  and  sewer  utilities  aay  be  better 

29  off  in  the  long  run  if  they  could  slaply  buy  their  water  or  sewer  utility  a 

30  outright  and  run  it  theoselves;  and  that  this  Act  is  iaaediately  necessary  to 

31  reaedy  the  present  situation.  Therefore,  an  eaergency  is  hereby  declared  to 

32  exist  and  this  Act  being  iaaediately  necessary  for  the  preservation  of  the 

33  public  peace,  health  and  safety  shall  be  in  full  force  and  effect  froa  and  ■ 
3*  after  Its  passage  and  approval  ^'' 
35 
36 
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11,  1984.  The  RTC  investigators  concluded  that  MF  paid  the 
total  purchase  price  at  the  time  of  closing.  There  were  no 
written  approval  for  this  lQAn_by_MQ_in  the  files  I  reviewed. 

On  December  ilj^l^STT'iiT   wroteWadS^-eJieck  number  66  on  MG 
account  number  T^Jli<n06   for  the  amount  of  S39719A9*'2.   (Ex.  8, 
CR) .   If  you  La^  at  the  check,  a  handwritten  n^^e  indicates 
that  $39,25(^18  separated  out  of  the  total  amount  to  account  # 
2630.   This  number  is  equal  to  Rade's  share  of  the  dbwnpayment 
to  purch^e  Campobello,  although  it  is  unclear  if  WadeXput  up 
any  porrion  of  the  downpayment  in  the  first  place. 

January  16,  19&4-r-Mf  wy6t6  Ctreek-Jtumber  124  for  $X73,250 
to  MG'.   (Ex.  9,  CR^-r^he  check  is  signed  by^~*Aul  N. 
Casyieberry.   Lfe^ooks  like  Castleberry  endorsM^-4;he  check 
himself  and  deposited  it  to  an  MG  account.   The  RTb\criminal'' 
inVestigatoxTs  concluded  that  MG  paid  MP's  portion  of  Xhe 
purchase  price  for  Campobello,  and  that  this  check  representee^  a 
riemimbur^ment  of  those  funds.   A  document  in  box  133  of\the 
mgersolfl  documents  from  file  named  'Transfer  of  Funds' 
Lndica/es  this  payment  was  made  December  31,  1983  (vs.  the\ 
ictuaV  date  of  1/16/64  on  the  check.   The  purpose  of  the  ch^ck, 
laccorfling  to  this  document  is  an  'investment  in  CPV." 
/b.   quiet  TITLE  ISSUES 

Although  the  deal  closed  on  December  13,  1983,  it  appeaifs 
fromf  the  files  that  there  were  problems  with  title  on  the 
property.   The  Nicholson  Firm,  on  behalf  of  C.V.  Wade  and  MF 
CDC)  brought  an  action  to  quiet  title  to  the  property  i 
Documents  related  to  this  action  can  be  found  in  the 
rsoll  documents.  Box  31,  in  a  file  entitled  "Madison  - 

itle  Work."  There  is  extensive  correspondence 

OTS  Box  19,  folder  7  at  pp.  15222  to  15252 
itle  had  been  quieted  by  November  of  1984  and /thai 
nee  policy  would  be  issued.   According  to  Lar^ 

only  3570  of  the  Campobello  acreage  was  cer^ifif 
action  because  the  'remaining  land  was  not 
ieted  because  of  the  time  and  expense  inva 

rithoiit 


ranee   polic^ 
>r   of 
property   free   and 


and  Wade   were  able  to  purchase  CampobeJ 
i  certificate  and  without  a   title   ii 
for   lots   sold  to  individuals   befoirje^Decembei 
lid  not  have  conveyed  title  to 
nemo   from  Larry  Kuca    (general 
Campobello")sj6rb  Head  Harbour  partnership  dated  January   24,    1985, 
Mr.    Kuca   states;      "Due   to  the  uncertainty  of   title  on  Campobello 
Island,    our      quieting   of   title'    action  took   several   months 
longer  to  complete  than  originally  anticipated."      (Box   31, 
'Madison   -   Campobello   -   correspondence').      It   appears   that   the 
quiet   title  action  was   a   necessary  prerequisite   to  registration 
of    the  development   with   HUD.      Kuca ' s   memo   further   states:       'All 
of    the   necessary    information  has  now  been    filed  with   HUD  and    I 
expect   approval    shortly.      Once   approved,    we  will   be   able   to 
convert   existing     Reservation  Agreements'    into  binding 
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contracts."'   (Id.)-   The  failure  to  have  proper  title  raises 
the  question  ©nibw  Wade  and  MF  could  receive  a  loan  on  the 
property  without  a  title  insurAnce^policy. 

C.   SALE  TO  HEAI>-«ARB0R  ^  ,    ,^ 

On  March  20.^984,  Jim  McDougal  wrote^Sv^nemo  to  Sheffield 
Nelson.   The  m^mo  is  a  proposal  that  Nelson  (ahdassociates) 
enter  into^arjoint  venture  with  Wade  and  MF  for  Cainpobello. 
Nelson  woiod  receive  a  one-half  interest  in  the  pro]^ty  for 
$450,00(Kwith  an  immediate  capital  contribution  of  $H0,000  for 
develo^ent  costs.   By  mid-July,  it  was  anticipated  thai  an 
additional  $100,000  ca^h-fronr-N^l^OTT-wouid  be  needed,   tt^ad 
Harb6ur  Holding  Cpmp^  ("HHHC")  was  the  eTTbi^y  ford  by 
Sh^ field  NelsprTto  purchase  the  property.   (E>!\11,  CR) 

McDougal^lso  authored  a  memo  dated  June  4,  r484  to  DaVid 
:reery  (of  Flake  &  Co.)  concerning  the  best  meansN^o  "effect 
transfer  of  the  Campobello  property  from  Madison  and  Wade,  to 
impobeVlo  Properties  Venture."   ("CPV")  (Ex.  14,  CR) .  \Wade  *nd 
wer^to  deed  their  interests  in  the  property  to  the  v^tu 
'CDC  arra  HHHC  would  each  ma)ce  a  contribution  of  $600,000  t\?  CPV 
to  b^disbursed  as  follows: 

1.  $440,000  to  Wade  to  reimburse  him  for  the  purchas 
plus  accrued  interest   and  a  like  amount  to  MF.   The 

1,000  represented  a  refund  of  Wade's  and  MF " s  interest  i^  thf 
linal  purchase  price  (e.g.  $412,500)  plus  interest. 

2.  Refund  the  $25,000  contribution  recently^ made  by  HriHC 
I  contribution  of  the  same  amount  made  by  MF. 

3.  Reimburse  MF  and  Wade  for  documented  expenses  for 
devlelopment  of  the  project  as  of  the  memo's  date. 

On  September  1,  1984,  a  Joint  Venture  Agreement  was  signed 
iHHC  and  CDC.   Schedule  1  to  the  Agreement  contemplates 
\HHH(t  and  CDC  would  each  contribute  $450,000  as  capital  ( f o 
:otrfl  of  $900,000).   Additional  contributions  of  $150,000 
be  made  before  August  1,  1984  (a  month  before  the  d 
jreement).   Schedule  1  of  the  Agreement  anticipates/t 
<ould  contribute  an  additional  $100,000  on  August 
)tal  of  $1,400,000  was  contributed  to  the  venture 
HHHC  was  a  partnership  consisting  of  Sheffiel 
Joines ,  Larry  Wallace  and  John  Flake  as  linu;fe^d 

\t  Co.  as  general  partner.   HHHC  was>rfrmed  on  na 
rhe\individual  partners  of  HHHC  are  (d^arently  prom 
}ck  x>usinessmen. 
The  tsirnxng  of  the  loan  to  HHHC  and  HHHC '  s  formation  makes 
this  transaction  suspect.   As  stated  above,  MG  records  indicate 
McDougal  proposed  HHHC ' s  investment  on  March  20,  1984.   On  April 
20,  1984,  Mr.  Flake  wrote  to  Wade  and  McDougal  explaining  his 
intention  to  form  HHHC.   (Ex.  12,  CR).  The  Board  of  MF  approved 


by 


3.   A  discussion  of  Kuca's  reversal  of  pre-registration  sales 
into  "reservation  agreements"  is  discussed  infra  at  Section  "D. 

4  1—1  CDC  and  CPV  did  not  enter  he  joint  venture  on  C*'"P°^ri^°uQusE 
uAtlil  September  1,  1984.   This  "contribution"  is  not  men\ipn#a 
io  vhe  joint  venture  agreement.  \    ikrosbS 


Scacc/tff  Arkansas 
7Spfi  General  Asseobly 
Kegular  Session,  198S 
By:  Senator  Spoft 


^SENATE    311 


For  An  Act  To  Be  Entitled 

■an   act   to    provide   that   9EER   MANUFACTURERS    LICENSED   b\  TXE. 
ARKANSAS    ALCOHOLIC    BEVERAGE    CONTROL    BOARD   >«AY    SELL    BEeX  AT 
RETAIL    IN    R£STAURANTS    LOCATED   ON    THE    PRIMISES    OF    SUCH 
MANUFACTUniNC   FACILITIES.    FOR   CONSUMPTION   ON   TME    PR£MISE^, 
KAY   SELL    BEER   MANUFACTURED  ON   THE    PREMISES    AT   RETAIL   TO 
CONSUMERS    FOR   CONSUMPTION    OFF    THE    PREMISES,    AND    MAY    SELL 
BEER   MANUFACTURED  ON   THE    PREMISES    AT  WHOLESALE   TO   LICENSI 
RETAILERS    OF    ALCOHOLIC    BEVERAGES;    TO    AUTHORIZE    THE    ALCOH<^LIC 
BEVERAGE    CONTSOL    BOARD    TO    ADOPT    APPROPRIATE    RULES    .^ND 
REGULATIONS    TO    CARJIY    OUT    THE    INTINT   AND    PURPOSES    OF    TH^/S 
ACT;    AND   FOR   OTHER    PURPOSES." 


BE\IT   ENACTED   BY    THE   GENERAL   ASSEMBLY   OF   THE    STATt   OF 

SECTION    1.      Any    beer    manufacturer    llcenrfa    by    the   Arkansas    Beverlage 
Cont^tjl    B^ard    aay,    after    obtaining    a    llcense^3r~perTic    to   do   so    In    the    rjnner 
prescribed   herein: 

18  (a)      sell    beer    at    retail    (or    consumption    on    the    prealses    in    a   restaurant 

19  located   on    the    premises    of    the    beer    •manufacturing    facility   or   on   contiguous    la 

20  owned    by    the    licensed    manufacturer; 

21  (b)      sell    bear   manufactured   on    the    premises    at    recall    to    consumers    for 

22  consumption    off    the    premises    In    the    same    nanner    and    subject    to    the    same 

2,3  restrlcciona    as    apply    to   other    retailers    of    alcoholic   beveyi^es    for   off    preai- 

2^  ses    consumption;    and 

2$  (c)      may    sell    beer   manufactured   on    the    prenlses    at   whol^es^le    to    licensed 

26\  retailers    of    alcoholic    beverages    In    the    same    manner    and   unde'r    ct^    same 

2  7  res«r4ctlons-aa-iicensed'Tllirrlbarorr~3f    ilcoRoric    beverages. 

28 

29  SECTION    2.      Any    licensed    aanufac:urer    or    beer    desiring    to    sell  ^b«*r    tri 

30  wine    on    or    from   the    preilses    o:    :he    beer    ■:\anuf  acturlng    facility    as    juj''cr'.  :f^ 

|~MG    0P00  76 I      I 
j3b060    

S-KCR03152 
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feln    shall    make    application    to    the    Alcoholic    Beverage   Ooncrol    Board    on    sue: 
forms    and    In    such   raanner"~as    may    be    reas-ooably    required    by    ch«    Board    for    a   pe: 


formation   as    may    be    required   by    the   Alcoholic   Bevetage  Control  Board    to 
ab>^   the   Board    to   determine    the    eligibility    and   qualification   df    the    appll- 
<t    for    the    license    or    perTnit    and    by    the    annual    license    oV  peridn  fee 
reinafter    prescribed. 


SECTION  3. 


(a)   The  annual  fee  for  a  license  or  permit  far  a 


nuf actur 


beer    to    sell    beer    at    retail    for   consumption   on    the    premises    in   restaurants 
located    on    the    oreolses    of    beer   manufacturing    facilities    shall    qe    th^    same    as 
the    fee    no«   or   hereafter    prescribed    by    law   for   permits    for   othetj   per)5ons    to 
11    beer    in    restaurants. 

(b)  The    annual    fee    for    a    license   or    permit    for    a   manufacturer /of    beer    t 
LI    beer    on    the    premises   uhere   manufactured    for    consumption   off    the    premises 
ill    be    the    same    as    the    fee    no«   or   hereafter   prescribed    by    law    for    permits 
•   other    persons    to   sell    alcoholic   beverages    for   off    premises    confsuoptlon. 

(c)  The  annual  fee  for  a  license  or  permit  for  a  be«r  manufacturer  to  s 
^r  manufactured  on  the  premises  to  licensed  retailers  of  alcoholic  beverage 
ili\  be    the    same    as    the    fee    no«   or    hereafter    prsscribed    by    law    foV^per3\lt$ 

eitt)er   wholesalers    or    distributors    of    alcoholic    beverages 


SECTION   4.      The   Arkansas   Alcoholic   Beverage  Control    Board    Is    hereby 
authorized    to    adopt    and    enforce    approprlact    niles    and    regulations    to    carry    out 
the    Intent    and    purposes    of    this    Act    and    to    prevent    abuse    of    the    privileges 
granted    herein. 


SECTION    5.      The    provisions    of    this   Act    shall    be    suppleaencal    to   existing 
laws    relating    to   alcoholic   beverages    and    shall    repeal   onl«  \hose    laws    and 
parts    of    laws    in   direct    conflict   with    this   Act. 


Jmb060 


S-KCR03153 
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ARKANSAS  DEPAKTMF.NT  Ol   HF.AI.III 
4815  West  Markham  Strrct 
LitUe  Rock.  Ark.    72201 


»  23,    19. 


Jim  McDougal,  President 
N^ison/Financial  Corporation 
2  Finanfcial  Centre,  Suite  230 
Little/Rode,  AR  72211 


McDougal : 


Maple  Creek  Estates 
Saline  County,  AR 


is  Ithe  intent  of  the  Memorandum  of  Agreement  (copy  attached)  to  provide 
effective  method  for  subsurface  disposal  of  sewage  effluent  through  the 
of\expanded,  shallow  trench  absorption  fields.  / 

be  noted  that  the  principal  soil  types  found  in  the  developmwit  are, 
to  the  Soil  Conservation  Service,  Soil  Survey  for  Saline  Cor^ty,  / 
as  Any,  Savannah,  and  Wrightsville .  All  of  these  soils  have  severe 
for  septic  tank  suitability  due  to  slow  pjercolation  ^od  depth  tjb 
id  water. 


The  utilization,  of  the  expanded,  shallow  trench  absorg^iorT fields  has  not  beet 
fully  tested  in\hese  soils  and  may  cause  some  malfunction  during  extremely  ; 
wet  periods,  periods  of  heavy  use,  ijnproper  maintenanti: ,  ui  veluci'J?b  and  he.-.\".- 
equipment  being  driven  over  the  absorption  field  after  it  has  been  constructed. 

It  is  suggested  than  an  approved  individual  sewage  disposal  permit  be  obtained 
prior  to  any  construction.  This  process  will  allow  for  the  proper  planning  of  the 
actual  construction  of  the  house  plunbing  and  the  sewage  disposal  system. 

If  you  have  any  questions  concerning  this  matter,  please  do  not  hesitate  to 
contact  this  office. 

Very  truly  yours. 

Lex  A.  Dobbins,  R.S. 
Saline  County  Health  Unit 
847-2811 


LO:mp 
Enc, 

cc:  Meal  Glover 
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M&10RANIXJM  OF  AGRESCKT 


he  purpose  of  this  Btonorandun  is  to  provide  an  acceptable  method 
utilizaticn  of  septic  tank  systems  in  the  Maple  Creek  Estates  develc 


It  is/ the  understanding  of  the  Saline  County  Health  Department  that  all 
lots /contained  in  Maple  Creek  Estates  are  to  be  a  minijiiuii  of  three  acre^ 
Therpf ore : 

Each  lot  shall  be  evaluated  on  individual  merit  with  respect 
to  soil  suitability. 

All  lots  with  acceptable  soil  characteristics  shall  have  a  / 
standard  septic  tank  disposal  system.  / 

All  lots  which  have  seasonal  ground  water  occurring  at  depths 
less  than  4'  frcm  the  ground  surface  may  utilize  an  expanded, 
shallow  trench  septic  tank  disposal  system,  provided  th/^syste 
is  designed  and  installed  in  such  a  manner  that  will  pfo vide 
the  best  possible  method  for  subsurface  disposal. 

lots  with  percolation  rates  between  45!iiifiljtes  per  inch  an(K^ 
minutes  per  inch  may  utilize  an  expanded, shallow  trench     , 

[)j^c   tank  disposal  system,  provided  ''Mr  ■iv"'''^  "  Hpiinnnti 

installed  in  such  a  manner  that  \«ill  provide  the  best  possible 
method  for  subsurface  disposal. 


Neal  Glover,  Program  .'Voministrator 
General  Sanitation  Section 
Arkansas  Departnjsnt  of  Health 
OiviJio:;  o\    SoL-iit^arM-i  .'^cr.  u■t■- 
SJG^^:D:^^e^;;:2*:=3g2:^l^JJl!LtflJ^   ^; 
.;iix  Dobriins,  S.-in 


Jfm  McDougal,  PresidentX 
Madison  Financial  Corporation 
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MAPLE  CREEK  ESTATES 


Construction  Consideratians  For  Expanded,  Shallow  Trench  Septic.  Tank 
Disposal  Syste^s^r  Maple  Creek  Estates. 


neral 


iiroaents : 


trench  depth  24"-26". 
Indicate  maxiiun  depth  of  septic  tank  outlet  which  nust  be  above 
soil  Bottling  zone.  (This  may  require  the  septic  tank  outlet  to 
be  nlaced  at  ground  level  on  some  lots  especially  flat  lots) . 

licate  location  and  maxiaun  allowable  depth  of  house  sewer 
so|ib-out.  (Stub-out  may  have  to  be  placed  at  ground  level  or 
above  depending  on  soil  characteristics  and  topography. 
Ab^rption  area  required  (square  feet  per  bedroom) 


S5  min/inch 
65  min/inch 
75  min/inch 
85  min/inch 
95  min/inch 
05  min/inch  ' 
20  min/inch 


use 
use 
use 
use 

use 
use 
use 


320  sqiiare 
340  square 
360  square 
3S0  square 
400  square 
420  square 
440  square 


feet 
feet 
feet 
feet 
feet 
feet 
feet 
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SALINE  COUNTY  HEALTH  UNI 

nil  KAST  MCNEIL  STRKKT 
nWNr  Tn  «■■ 

BENTON.  ARKANSAS 

February  21 ,  19P.I, 


iHr.  Jim  McDougal,    President 
Madijcn  Fiaancial    Corporation 
2  Financial  Centre,    Suite  230 
Little  Rock,    Art-pnsas  72211 


V.aple  Creek  Estates 
Saline  Coisity,    AR 


Dear  Mr.  McDougal: 


\The  purpose  of  this  letter  is   to  clarify  the  position  of  the  Sal^ 
^ounty  Health  Department  in  the   review  of  individual  sawage 
Lsposal  systemr   iji  Maple  Greek. 

It^hould  be  noted   that  some  hnces  are  being  constructed  an^have 
\^olu."»bing  installed   before  an  individual   sewage  disposal  wrstem 

re\'iewed   ini  approved   by  this   office.      As  a   r»iult,    some 
theXhcmes   have   plumbing  stub-cuts   that  are   too^jie^  for  prope: 
ins\alla\icn  of  the  sewage  disposal   systems. 

In   ordeX^c  allow   fir  proper  planning  -^f   the    sewage  disposal   systere 
it  is  sug^esteH   that  an  approved   sewage  drsponal   permit  be   obtained 
prior  to  actual   constructi-m   of   the  house.      It   is   also  suggested 
that  adequate  drainage   be   provided   prior  to   review  of  the   sewage 
disposal  application.     This  will   allow   for  proper  placement  of  the 
driveway  and  street  culverts.     It  is   suggestcti   Uiat  all   poorly  drained 
areas  be  provided  with  3'   mininmm  depth  drainage  ditches  with 
initial  emphasis   placed  on   frontage  ditches.      It  may  also  be 
necessary  to  provide  side  lot  drainage   to  improve   the  effectiveness 
of  over  all   drainage  and   the  location  of  heme   sites  in  close   proximity 
to  side  l.-,t  lines  may  prevent  the   construction   of  side  lot  drainage 
due   t^  close  pro.'.imity  of  the  sewage  disposal    field.      It  is,\ t^ierefore, 
suggested   that  consideration   be   given   to  locating  proposed  homesites 
in    the   center  of  the   lots.  '  \ 


t  must  be  stated  that  the  Memorandum  of  Agreement  si^iad  en  Juney3» 
l9^  by  Mr.  Glower  and  mycelf  wga  pi^parad  with  the  atderitiifvUng 
that  Maple  Creek  Farms,  Inc.  was  to  be  a  residential  area  with 
minimum  lot  size.s  of  3  acres.  It  is  not  the  intent  of  the  Saline  \ 
County  Health  Department  to  issue  individual  sewage  diaposal  pcimits 
^or  lot  sizes  less   than  3  acres  or  for  coniwercial  developtoent . 
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SALINE  COUNTY  HEALTH  UNI 

3(11  LAST  McNKIL  STREET 

PIHINt. 

TENTON.  ARKANSAS 


Mr./Jiir  McDougal 
Pa^e  2  of  ? 
February  21,   19''i!» 


\s  I  have  indicated   in  previous   corresF^»idence,   the  soils  in  this 
sa  have  severe  limitations   for  septic  tank  use  and  would  not  be 
[suitable  for  commercial  development- 
closing,   I  would  like  to  reiterate  my  concein  that  proper  drainage 
id  installation  of  the  individual   sewage  disposal  systems  may  not   / 
□e  entirely  effective  and  ask  that  you  consider  an  over-all  plan       .' 
\r  development  that  would  provide  public  sewerage  for  any  area  in   / 
iple  Creek  in  which  the  malfunction  of  individual  sewage  disposal/ 
stems  may  occur  and  thus  ccnstitute  a  public  health  hazard.         / 


have  any  questions  concerning  this  matter,   please  do  noj 
te  to  contact  this  office. 


;.ex  Dobbins,    R.S. 
5a]ine  County  Sanitarian 


LDrprs 


MAOISON  FINANCULCOnPOfUnON 

PO  Bo«  15B3 

Lima  Rock.  AMjnau  72203 

SOI  374-7777 


Mar/th  6,   1984 

Ml/.  Lex  Dobbins 
siline  County  Sanitarian 
Si line  County  Health  Unit 
301  East  McNeill  Street 
Benton,  Arkansas  72015 

Dear  Mr.  Dobbins: 

I  Vpologize  for  the  delay  in  answering  your  letter.  It  was  sent  to 
previous  address  and  was  very  slow  in  being  forwarded  to  me. 

vWe  Will  advise  our  customers  that  they  should  contact  you  before  yhder- 
Lakiiiw  the  construction  of  homes  at  Maple  Creek  Farms  in  order  ttf  allow/ 
[•oper,  planning  of  individual  sewage  systems  and  proper  locatj^ot^  of  the* 
jal  homes  on  the  tracts. 

We  cbntihMe  to  make  every  endeavor  to  improve  the  dr^j^e  situation. 

We  undeVstartd  your  position  that  individual  ^°.^^r  cyttam.:  rannnt  be  used 
in  commercyai  areas. 

As  you  know,  we  are  planning  a  Sewer  Improvement  District  to  service  the 
remaining  property  we  will  offer  for  sale.  This  system  will  have  excess 
capacity  as  to  make  available  service  for  any  area  in  which  individual 
sewer  disposal  systems  might  fail. 

Sirfcerely, 


James  6.  McOougal 
\President 


,BMcD/rs 


RECEIVE&. 

i      -  cowwrtB 
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MBOWgXJM  OT  UNDERSTANDING 

BETWEEN 
ARKANSAS  DEPARHHENT  OF  HEALTH 

AND 
MAPLE  CREEK  PARKS,  INC. 


The  Dtpa 
sewagje  di 
Fanii^,  Inc., 


t  of  Health  agrees  to  continue  to  issue  temporary  individual 
sal  peinits  at  Maple  Creek  Fams  provided  that  Maple  Creek 
will  agree  to  the  following  conditions: 


Ma|/le  Creek  Faims,  Inc.,  agrees  to  provide  a  sewerage  system  to 
serve  Maple  Creek  Farms  except  lots  nunbered  300  through  340. 
Thise  lots  will  undergo  a  soil  investigation  conducted  by  Maple 
Cr^ek  Fanns  and  observed  by  the  Department  of  Health  to  detennine 
suitability  for  on-site  disposal.  In  the  event  the  soils  in  this 
area  prove  unsuitable  for  subsurface  disposal.  Maple  Creek  Farms, 
Incl .  agrees  to  provide  an  acceptable  plan  for  sewage  disposal  to 

lots  300  through  340.  Further,  Maple  Creek  Farms,  Inc.,  agrees/ 
Dvide  the  Department  within  forty-five  (45)  days  a  preliminary 
^ering  report  along  with  a  time-table  to  provide  said  sewerage/ 
for  Maple  Creek  Farms  development. 

The\pepart3nent  of  Health  agrees  to  issue  temporary  permits  witfr  a 
conditionXthat  property  owner  shall  connect  to  the  sewerag^^^stem 
when  said  system  is  available. 

Maple  Crehkparms,  Inc.,  with  Department  of  Healtlfi  assistance,  agrees 


to  initiate  steps  for  the  formation  of  any  needed  sewer  ijtiprovement 
districts. 


The  Memorandun  of  Understanding  will  be  re-evaluated  on  a  semi-annual  basis 
to  detennine  that  each  party  is  honoring  said  agreement. 


CREEK  FAI5KS,  n 


J^esj  ^.  McDougal,  President 
"Idisjon  Finarcial  Corporation 


ARKANSAS  DEPARTMEOT  OF  HEALTH 

William  A.  Teer,  Direcxor 
Division  of  Sanitarian\^rvices 


V  -^^-J-7^ 


uace  •  ~     I 

Bruno  Kirsch,  Director 
Division  of  Bigineering 

Date 


1539 


48IS  ^^  .  «■  .M.irl.l.jni  S.r.t  i 

I  ml.  k...  L  \>i      :;viii 

OPQ 
Julv  J.  Jift  4 


Mr.  Jajnes  McDougal 
Madison  Financial  Corp. 
P.  O.  Box  2  58  3 
Little  RocK.  AR  72203 

Dear  Mr.  McDougal.: 

On  June  29,  198< .  a  meetinc  was  held  with  Division  staff  and  Hz.  hex  Dobbins 
tc  discuss  past  problems  that  have  been  encountered  at  Kaple  Creelc  in  regard 
to  nval functions  of  individual  on-site  sewage  disposal  systems.^ 

/.It.^ouon  these  systems  were  malfunctioning  during  the  past  wet  weather,  they 
see-  to  be  operating  satisfactorily  now.   However,  it  is  felt  that  malfunct- 
ioning nay  re-occur  curing  stress  periods  (wet  weather)  on  these  and  sitniliar 
systems . 

;  would  like  tc  recommend  the  following  procedures  that  may  help  alleviate 
sir.iliar  future  problems: 

1)   Site  Protection  -  hea%-\'  equipment  traffic  during  lot  clearing  and 
home  building  should  be  avoided  since  undue  compacting  of  the  soil 
would  be  detrimental  to  soil  absorption.   It  has  also  come  to  our 
attention  that  as  a  result  of  the  clearing  process,  piles  of  trees 
are  being  left  or.  various  lots.   If  these  trees  are  removed  with 
hea\-y  equipment  after  septic  systems  have  been  installed,  the  systems 
will  be  destroyed. 

Another  factor  that  may  be  included  in  soil  protection  pertains  to 
tne  on-site  burial  of  trees  and  debris.   Ajiy  pits  dug  adjacent  to 
or  in  ar.  aosorption  area  will  settle  and  collect  sewage.   These  pits 
could  eliminate  the  area  as  a  possible  absorption  site. 

2;   Site  Dramaoe  -  Soil  mottling  has  been  found  on  poorly  drained  lots. 
This  is  an  indication  of  a  high  water  table  w!iich  will  cause  septic 
sy.stem  malfunctions.   Since  it  has  been  agreed  that  a  drainage  plan 
would  improve  the  operation  of  the  systems.  1  would  lilce  to  recommend 
that  adequate  drainage  channels  be  provided  for  surface  drainage  of 
field  absorptior.  sites  or  the  poorly  drained  lots. 

Due  to  the  fact  that  marginal  soils  as  encountered  ir  this  area  re- 
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cuire  care.'u;  plannina  of  sewaoc  systems,  site  selection  and  prc- 
tectior  should  be  civei-  priority  in  determininc  the  most  ideal  location 
lor  a  sewaoe  absorption  field. 

As  principal  developer,  we  request  your  assistance  in  obtainin9  the  best  possible 
solution  to  these  conditions  for  the  various  property  owners  until  comnjnity 
sewers  are  made  available. 

If  we  can  be  of  help  in  the  development  of  a  drainaoe  plar.  or  the  phasing  in  of 
community  sewage,  please  do  not  hesitate  to  call  us. 

Sincerely. 

William  A.    Teer .    R.S.,    Director 
D:vision   of    Sanitarian    Services 


WAT  :  3  c 


Lex  Dobbins,  Sanitarian 
J.  ?.  Jones.  Sa.-ii  tariar.  Supervisor 
Neal  Clover.  Procram  Adnir.istratcr 
Eruno  Kirsch,  Director.  E.TCineerinc 


HOOSE 
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MAOSON  FINANOAL  COnPORATION 

PO  6oi  Iia3 

Lime  Rock  Amjnsai  72703 

50i  374.777? 


Julv  17.  19BC 


Mr.  Wi 1 1 iam  A.  Teer 

Director 

Division  of  Sanitarian  Services 

Arkansas  Deoartment  of  Health 

^815  W.  Markn^m 

Little  Rock.  Arkansas  72205 


Dea' 


Tee' 


1  aoolocize  for  t^ie  delay  in  answering  your  letter  as  1  fiave  Deer, 
Ci;*-  cf  the  state  for  two  weeks  on  vacation. 

We  dro   in  agreement  on  your  recommendations  as  to  site  protection 

enc  site  crainaae  anc  are  in  the  process  of  the  continued  implementation 

cf  these  recommendations. 

Witri  appreciation  of  your  consideration  in  this  matter,  1  am 

^STTiterely  yours 


1'  fL^^^-^f-r^ 


\ 


d^jns  B.   McDougal 
President 


JBMcD/rs 


HOUSE 
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4S15  ^«i  Marltham  Street 
LittJe  RocW.  Ark..     7:C01 


July  2.  :9£: 


QPQ 
6 


Mr.  James  B.  McEbugal,  President 
^tedison  Financial  Corporawion 
P.  0.  Box  1553 
LLzzle   Rock,  AR  72203 


Dear  Mr.  McDougal: 


^ 


Re:  Individual  Sewage  Disposal  Systems 
^teple  Creek  Farms 
Saline  County,  Arkansas 


You  will  recall  in  Mr.  Dobbin's  corresponde.nce  of  August  9,  198t  that  the 
following  lets  had  seasonal  malfunctions;  Lots  0,  E,  203,  J.  P.  L,  60,  i*,  9 
and  IC. 

Further  investigations  conducted  on  ftey  9  and  May  2L.,  1985  indicated  that  Lots 
27,  56,  CA,  305.  309  and  315  were  also  experiencing  seasonal  malfunctions. 

The  pn-TaT"/  factors  contributing  to  these  malfaictions  appsar  to  be:   (1)  very 
poor  crajj^age;  (2!  lack  cf  adec;jate  scil  and  grass  cover  over  t.ne  absorption 
fields:  and  (3'  lac.-;  cf  property  owner  av^reness  of  the  location  of  the  dis- 
posal field  and  t.ne  lirltaticns  stated  on  t.he  perrd-t  forms. 

It  appea.-s  at  this  pcir.t  t.nat  corTT7u.-d.ty  sewerage  snould  be  iiimediately  install-. 
ed  as  prev-c-jsiy  agreed.  If  t.ie  installation  of  such  facilities  cannot  be 
rmediately  u.TQsrtc.-;e.".,  an  exte.nsive  orEJiJiage  plan  for  these  lots  should  be 
initiated  m  additior.  to  placing  additic.nal  fill  material  over  the  absorption 
areas.  • 

Tne  iES-j,=nce  cf  additional  te'rpora.-y  indi\'idual  sewage  disposal  permits  in  the 
poorly  crair.ed  areas  will  be  cor.tinge.nt  upon  t.he  construction  of  adequate  drain-' 
age.'  Tncse  areas  classified  as  poorly  drained  are  the  flat  expanses  with  season- 
al water  tacles  occ-,.rTtr,g  at  oept.hs  less  tr,an  two  feet  frorr.  the  ground  surface. 

if  you  have  any  cuesticr.s  cor.cerr.ir,g  t.MS  subject,  please  do  net  hesitate  to  con- 


Sincerely.        . 


Willia-  A.  7eer,  R.S..  Director 
Division  cf  Sarj-tarian  Ser.- ces 


w;.7:jc 


w  .   .- .  Jrr.es  ,  ?. .  5 .  .   £a.-j.: 
Le.x  Dctcir.s.  ?..5..  Sali: 


LT  £joe--iscr 
:unty  Sanitarian 


t-'uCCl 
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SALINE  COUNTY   HEALTH   UNIT 


Jill  KAST  NJr.Ntll.  STUtKT 


..si 


Ut.MON.  ARKANSAS  7-.'OI5 
August  9.  198A 

R.  D.  Randolph 
Maple  Creek  Farms 

Bruce  Uatson  K 
Maple  Creek  Fanas 

Willie  Mclntyre 
Maple  Creek  Fams 

SUBJECT:   Individual  sewage  disposal  systems,  Maple  Creek.  Farms 

Gentlemen: 

On-site  Inspections  of  Installed  sewage  disposal  systems  at  Maple  Creek  Farms 
were  conducted  on  August  3,  198A,  with  the  following  results: 

SYST£y.S  DETICIEKT  IN  CONSTRUCTION  PERMIT  REOUIRgtTKTS 

'LCT_D:   Installation  incomplete.   Requirements:   Extra  fill  over  absorption 
field;  straw  cover;  grass  seed. 


LOT  11: 


P  >/LOT 


Installation  incomplete.   Requirements:   1'  fill  ove:  absorption 
field;  straw  cover;  grass  seed. 

Installation  incomplete.   Requirements:   1'  fill  over  absorption 
field.   Additional  recomiendations:   Straw  cover;  grass  seed. 

Installation  incomplete.   Requirements:   1'  fill  over  absorption 
field;  straw  cover;  grass  seed  (the  fill  and  straw  cover  are 
inadequate  on  this  lot). 

LOT  3CS :   Installation  incomplete.   Requirements:   1'  fill  over  absorption 
field.   Additional  recocaendations :   Straw  cover;  grass  seed; 


^'■^LOT  20: 


(^     fU  .^^^  '     improve  drainage. 

LCT  316:   Installation  incomplete.   Requirements:   Extra  fill  over  absorption 

field;  straw  cover;  grass  seed.   Additional  recooaendations :   Improve 
drainage . 

/lot  332:   Installation  incomplete.   Permit  requirements:   1'  fill  over  absorp- 
tion field;  straw  cover;  grass  seed.   Additional  recoonendations: 
Improve  drainage. 
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S''sl<.m;  Peficien:  ir  Construction  Permit  Reou  i  rement  s  .  con;'J. 

LOT  635:   Installation  incomplete.   Requirements:   1'  fill  over  absorption 
field;  straw  cover;  grass  seed. 

H^iJ   LOT  i>i-\ :      Installation  incomplete.   Peroic  requirements:   1'  fill  over  absorj 
Clon  field;  straw  cover;  grass  seed. 

SYSTEMS  WITH  SEASONAL  KALFUNCTIONS  OBSERVED  APRIL  13,  196^ 

LOT  0:   Reconniendatlons:   Improve  drainage;  1'  fill  over  absorption  field; 
straw  cover;  grass  seed. 

LOT  E:   Reconmendations:   Straw  cover;  grass  seed. 

LOT  203:   Reconmendations:   Improve  drainage;  1'  fill  over  absorption  field; 
straw  cover;  grass  seed. 

LOT  J :   Recommendations:   Improve  drainage;  1'  fill  over  absorption  field; 
straw  cover;  grass  seed;  septic  tank  "riser". 

LOT  P:   RecoRtiendations:   Improve  drainage;  1'  fill  over  absorption  field;, 
straw  cover;  grass  seed. 

•  LOT  L:   Recom.Tiendatlons :   Improve  drainage;  1'  fill  over  absorptior.  field; 
straw  cover;  grass  seed. 

LOT  CC:   Recommendations:   Straw  cover;  grass  seed. 

LOT  60 :   Recom.'aendations :   Straw  cover;  grass  seed. 

LOT  58:   Recomnendations:   Ir.rrove  drainage;  1'  fill  over  absorption  field; 
straw  cover;  grass  seed. 

LOT£:   Reconnendations :   Improve  drainage;  1'  fill  over  abscrpticr,  field; 
straw  cover;  grass  seed. 

LOT  9:   Recom.'nendations:   Improve  drainage;  1'  fill  over  absorption  field; 
straw  cover;  grass  seed. 

LOT  10:   Recom.Tienda:  ions :   Ir.prove  drainage;  1'  fill  over  absorption  field; 
straw  cover;  grass  seed. 

CyrtF.  SEPTIC  TANT  SVSTiyS 

LOT  I :   Recommendirions :   Icprove  drainage;  extra  fill  over  absorption 
field;  straw  cover;  grass  seed. 

LOT  115:   Recor.-Bendations:   Extra  fill  over  end  of  absorption  field;  straw 
cover;  grass  seed. 
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0:he'  Syr:lc  Tjnk  Systems,  cont'd. 

LOT  10"*:   RecoimDcndacions :  Straw  cover;  grass  seed. 

LOT  IC:   Recommendations;  Straw  cover;  grass  seed. 

LOT  312:   Recommendations:  Straw  cover;  grass  seed. 

LOT  313:   Recommendations:  Straw  cover;  grass  seed. 

LOT  309:   Recommendations:   Extra  fill  over  absorption  field;  straw  cover 
grass  seed. 

LOT  306:   Recommendations:   Improve  drainage;  extra  fill  over  absorption 
field;  straw  cover;  grass  seed. 


The  purpose  of  this  letter  is  to  provide  you  with  the  necessary  infomation 
regarding  requirements  and  recommendations  for  the  improved  operation  of 
individual  sewage  disposal  systems  which  have  been  installed. 

It  is  expected  that  all  construction  requirements  indicated  in  this  letter 
will  be  addressed  as  soon  as  possible. 

This  office  will  cooperate  with  Maple  Creek  Farms  and  the  property  owners 
concerning  the  additional  construction  recommendations  also  stated  in  this 
letter. 

If  you  have  any  questions  concerning  this  subject,  please  do  no:  hesitate  to 
ccr.tac:  my  cffice. 

Smcerelv , 


Ley  Dotbms 

Saline  Ccuntv  Sanitarian 


iko 


Jir.  McDougal.  President 
Msdisor.  rinar.cial  Ccrpcrat ion 
P.O.  Bo>;  15E; 
Little  Rock.  A?.  T2203 

Eill  Teer,  Director 

Divisior.  cf  Sar.itariar  Se^^•lces 

Arkansas  Department  of  Health 

4815  -.  Markhar. 

Little  Rock.  AF.  t:2C: 
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OFFICE  OF  THE  GOVERNOR 


closet.   Be  insisted  that  I  f^^thl 
nemo,  'but  if,  by  chance, I  couldn^ 

p   you  about  the  problems,  to  call'^lm^ 
onVruesday  of  this  wee)c.   Be  was  out, 

at\ie  had  spoken  to  you  that  very  day 
felt  li3(e  the  issue  was  resolved. 

I  did  speaX  to  Jerry  Bill  at  the  Bealth  Dpt 
copious  letters  from  McDougal  and  would  be  glad 
to  any  and  all  of  the  complaints  outlined  in  the 
is  in  the  coat  pocket. 

CO 

Do  I  need  to  pursue?   Advise,  please. 


g)06204 

[L 
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1ST  STORY  of  Level  1  printed  in  FULL  format. 

The  Associated  Press 

The  materials  in  the  AP  file  were  compiled  by  The  Associated  Press.  These 
materials  m.ay  not  be  republished  without  the  express  written  consent  of  The 
Associated  Press. 

October  3,  1994,  Monday,  PM  cycle 

SECTION:  Domestic  News 

LENGTH:  696  words 

HEADLINE:  McDougal  Complaint  Prompted  Then-Gov.  Clinton  to  Convene  Meeting 

BYLINE:  By  PETE  YOST,  Associated  Press  Writer 

DATELINE:  LITTLE  ROCK,  Ark. 

BODY : 

When  President  Clinton's  Whitewater  business  partner  had  a  complaint  with 
state  regulators  in  1986,  Clinton,  who  was  then  governor  of  Arkansas,  convened  a 
meeting  to  get  to  the  bottom  of  things. 

He  had  three  state  officials  come  to  the  governor's  office  to  hear  James 
McDougal 's  complaints  in  Clinton's  presence. 

McDougal  was  upset  about  the  state's  refusal  to  grant  hundreds  of  permits  for 
septic  tanks  he  wanted  to  install  in  one  of  his  many  real  estate  developments. 

Tom  Butler,  the  No.  2  official  at  the  Arkansas  Health  Department,  said 
Clinton  was  blunt  in  describing  the  need  for  the  meeting. 

"1  think  some  of  your  employees  may  be  messing  with  this  friend  of  mine  who's 
in  land  development,"  Butler,  in  an  interview,  quoted  Clinton  as  saying. 

But  Butler  said  "I  never  got  my  arm  twisted"  by  Clinton  or  anyone  else  in  the 
governor's  office  to  help  McDougal. 

Clinton,  according  to  Butler,  characterized  McDougal  as  "a  person  who's  been 
a  contributor.  He's  been  a  supporter  of  mine  since  I  ran  for  Congress  and  he's 
never  asked  me  for  anything"  before. 

Clinton's  telephone  call  to  Butler  in  late  February  1986  resulted  in  a  March 
4,  1986,  meeting  with  McDougal  in  which  "the  guy  went  crazy  on  us;  he  was  just 
ranting  and  raving,"  Butler  said,  describing  McDougal's  behavior. 

McDougal 'B  anger  over  being  denied  state  permits  was  occurring  at  the  same 
time  federal  bank  examiners  were  pouring  over  the  books  at  his  failing  savings 
and  loan.  McDougal  was  co-owner  with  the  Clintons  of  the  Whitewater  real  estate 
venture  in  northern  Arkansas.  That  venture  and  its  financial  ties  to  McDougal's 
StL  are  the  focus  of  a  special  prosecutor's  investigation. 

Participants  in  the  March  4  meeting  were  Clinton,  McDougal,  Butler, 
then-Arkansas  Health  Department  chief  Ben  Saltzman,  the  department's 
environmental  chief  and  an  aide  to  Clinton,  said  David  Kendall,  the  Clintons' 


1548 

The  Associated  Press,  October  3,  1994 

lawyer. 

Kendall  said  that  "the  governor  told  Butler  that  he  ought  to  do  what  was 
right  and  the  governor  said  he  wasn't  going  to  interfere.  He  did  not  interfere." 

Butler  confirmed  that,  saying  Clinton  apologized  for  the  StL  owner's 
behavior,  telling  Butler  after  the  meeting,  "I  didn't  know"  McDougal  "would  act 
that  way . " 

Nonetheless,  the  state  did  review  McDougal 's  case  again  and  ended  up 
approving  20  additional  lots  for  septic  tanks,  Butler  said.  The  action  still 
fell  well  short  of  the  hundreds  of  permits  McDougal  wanted. 

At  the  meeting,  Butler  said  Clinton  watched  while  McDougal  "started  accusing 
Dr.  Saltzman  and  me  of  not  being  able  to  control"  a  state  health  employee  who 
was  assigned  to  Maple  Creek,  the  McDougal  land  development  involved  in  the 
dispute. 

McDougal  then  criticized  Clinton,  complaining  that  "you  promised"  there  would 
be  just  three  participants  in  the  meeting  -  Clinton,  McDougal  and  Butler, 
according  to  Butler. 

An  angry  Clinton  declared,  "Jim,  you  asked  for  the  meeting,"  according  to 
Butler,  and  then  suggested  that  the  state  officials  would  wait  while  McDougal 
summoned  one  of  his  engineering  contractors  to  the  session. 

McDougal  didn't  summon  the  engineer,  but  the  state  Health  Department 
re-examined  McDougal 's  project  and  issued  the  additional  permits. 

LANGUAGE:  ENGLISH 

LOAD- DATE:  October  3,  1994 
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Bassett  Law  Ftrm 
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3«  CAST  CENTCK  STKECT 
\  FaYETTCVUXC.  AUXaJ'SaS  Tsroi 


■Wovembtsr    26,    1 
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■•AikiMQ  •ooacss 

'CLC««0n«  ISOK  Mi'**<« 


Re:      Appointment  of  Ar.^ansas 
I      Securities   Commissioner 


Governor    Bill    Clinton 
Governor's   Office 
State   Capitol 
Little    RdCTt,    AS      122:: 

Dear   Bill:    \ 


Is  it  my  understanding  that  Lee  Thalheimer,  the  currer.t  Securities 
Commissianer ,  is  gci.-.c  to  submit  his  resignation  to  ycu  sometime  j 
this  wee!c.   Thus,  ycij  will  soon  have  ths  cppcrtur.ity  tc  appoint  s 
new  Ccmmrssioner .   ;  would  like  to  submi':  the__na.T.e_s.f  _Tv_£^tar ,  \ 

IT   CCrtSideration  as  the  next  Securities  CommTs^ioner 


\ 


oever^y , 


rjfC'nz 

You  and  I  nave  talked  about  this  in  the  past.   Without  question,  . 
Beverly  has  splendid  qualifications  for  this  job  which  I  do  not — '■ 
need  to  go  into  m  detail  since  I  aun  sure  you  are  aware  of  her 
background  and  specific  qualifications  for  this  job.   I  talked  with 
Beverly  while  she  was  home  for  Thauiksgivmg  and  she  indicated  to  me 
that  she  was  extremely  interested  in  the  ]ob.   I  am  certain  there  are 
other  qualified  people  who  have  expressed,  or  will  express,  an  inter- 
est in  this  appoiritmenw.   I  am  not  familiar  with  the  policies  surround- 
ing this  particular  appointme.-'  but  I  know  you  and  your  s^^^f  are. 
Suffice  to'^say,  I  hope  that  you  will  be  in  a  position  to  o^f\r  this 
job  to  Beverly.   Regardless  of  what  you  do,  I  would  appracj^at\  your 
visiting  witt^i^her  about  it  at  your  convenience. 

I 
I  want  to i  make  one  thing  very  clear.   I  dc  not  expect  Beverly  to\be 
offered  the  appointment  simply  because  I  have  worked  on  your  beha\f 
since  early  iga?.  >in   ^lar-ar  luWat-  yr..|  ,i.j — I  will  always  remain  flfmly 
committed!  to^you  and  will  continue  to  diligently  work  on  your  behalf 
during  the  coming  years. 


DKSN026297 
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^g^eUju>5bU  O&vV^-^ 


HEFaWEDTO 


^.'0<'/^       SIGNED         /^y<~^ i. 


DKSN026305 
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AUHEEMENT 


•  fit    in^Je    *nd   «nc«(ed    into    this      /  -J  '^  a*y    o( 


This  Aq(««mitr 

S«pC«inD«r.  198^  by  iud    between  INOUSTRIAt.  OEVELOk>MENT  COMPANY 
OF  LITTLE  ROCK,  an  Atkaiisaa  corporation  CICX:*),  HAOtSON 
FINANCIAL  CORPORATION.  4n   Arkansas  Stat*  chartered  savmqs  and 
loan  association  ('Madison*  which  r«(ar«nca  shall  include  any 
entity  or  individual  to  witom  Madison  niqht  elect  to  assiqn  t,cs 
riqhts  hereunder)  ami  union  NATIONAL  BANK  OF  LITTLE  ROCK. 
V40RTHEN  BANK  AND  1 KUST  COMPANY.  N.A.  and  FIRST  COMMERCIAL  BANK. 
N.A.  (all  national  UanKinq  associations  and  all  hereafter 
collectively  refecred  ro  as  'the  Banks'). 

In  consideration  of  the  mutuat  covenants  and  aqreemuiits 
herein  cuntamed,  the  parties  Uu  tieieUy  aqiee,  each  with  die 
other,  and  each  ir'>>ndinq  to  be  leqaliy  and  cr  it  ractua  I  ly 
bound,  as  follows: 


fax. 


lal  Mattecs 


IOC  13  tlie  owner  of  a  substantial 


amount  of  real  property  all  located  »nA   havinq  a  situk 
in  Pulasi'.i  County.  Arkansas.   References  herein  to  the 
'IbC  Property'  refer  to  all  such  real  property  jwuko 
by  IOC  except  iiiq  only  the  so  called  *Tiin«i  Building' 
moro  partiw   ^rly  described  on  Exhibit  '1*  hereto. 
References  herein  to  the  'Timet  Building'  are  meant  to 
include  the  land  and  iuiproveinents  described  on  txhiUit 
I.   The  Banks  hold  valid,  perfected  and  enforceable 
encumerances  which  encumber  all  ot  th«  IOC  Property  as 
well  as  ti.e  Times  Buildinq  as  collateral  security  car 
obliqatiuns  ow«u  by  (DC  to  the  Banks  which 
ubliqacions.  includinq  interest  throuqh  the  list  <•'•. 
of  July.  I'lM^.  total  $2,2i"*,739. 

Agreement  to  Purchase  and  Sell.   Madisoi.  agrees  to 
purchase  and  (OC  agrees  to  sell  to  H«dison  all  of  the 
IOC  Property.   The  agreed  upon  purchase  price  is 


SEN  33127 
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ccoc   CO   seveicp,    ar.c   3c    I    ;h:.nx^bc:r.  cf    zr.er   ".ad. 
in   essence,    en    :.r.ter  =  st    m    i;.      2'-t   Madiscn  cou^.c    noc   s-will ;v    ;^.e 
m'r.c'.s    zr.Lr.g   =.z   cnce.    =nc    Sech  was   billing   ;c   tike   hail:    cf    .:. 
p.  ■.lei-e    -here   rec,:l  =  r:.cns    tna;   prcnicitec   Mad:.scn;  "inanc.il 


^.  Sc 


•  cu.s    nave   seen    :.n   violation  cf    "nose    rsculai.cn; 


yiaxiiscn   "inancial    Ccrpcra;;.;n    ;c   have   z-:z'r.s,ia<i    the   en: 


t  -.r.a.r.zacf 

A.  I   believe    the   Savings    i    lean  -ace    hi.r   a    lean   en 

t.  -c   /cu   recall    the   a.T.ount   cf    the    loan" 

JA.  Met   exactly.       I    think    it  was    apprexi.T.fftely  a  .ti1 

dollars . 


21 
2  2 
^3 
24 

25 


that  note? 

^.  I    thinJt    he  was. 


Dc   yo'-    recall  whether  Mr.    Ward  was   personally   liable  c: 


2X         You   don't    recall    Chat   it  was   a   non-recourse   note   securec 

/' 
only   by   the   property   chat  was    purchased? 
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PILLSBORT  MADISON   &   SUTRO 
MBMORAHDUM 


FROM: 


RE: 


les  E.  Patterson 


Interview 


Seth  Ward  on  April  297"S^4 


Abril 


Gary  Davidson  and  I  net  with  Seth  Ward  and  his  atl^ 
iton  Jenhings  in  Mr.  Jennings'  offices  in  Little  Rock 
29/  1994 .   Ward  declined  to  have  the  interview  ta( 
procMded  by  notes.   Ward  indicated  with  respect  to  Castle 
cand  tmat  he  understood  when  he  purchased  the  property  than  the 
sney  ^as  being  loaned  to  hia  and  the  property  purchased  in  Ms 
:ause  of  a  limitation  on  Madison  Financial  corporationVs 
Lnvestaents.   He  does  not  know  who  told  him  this,  but  someone 
lid.  /  He  went  on  to  confirm  the  facts  of  his  purchase  of  the 
property  as  set  out  in  his  statement  to  Gerrisch. 


I He  was  asked  about  the  Davis  Fitzhugh  transaction  and 
itatas  that  he  believes  that  that  land  was  culled  out  at  the 
timelof  the  closing.   He  states  that  he  had  no  idea  what  the 
dermal  were  with  Fitzhugh  or  how  it  was  sold. 

[nterestingly,  I  asked  him  about  whether  Madison 
wate  represented  by  counsel  with  respect  to  the  sale  o 
Gr^nde\to  Madison  Financial.   He  says  that  he  never 
attorney  or  met  with  one  regarding  the  sale.   I  told 
the^Rose^  Law  Firm  bills  that  indicated  that  there 
withNhimNand  other  parties  the  sale  of  Castle  Gra: 
indicating,  that  they  had  met  with  Hillary  Clinton 
at  the\Rosk  Law  Firm.  Ward  stated  that  for 
he  was  nead^f  the  Airport  Commission  of  Litt 
Hillary  ClJ.ntbn  was  counsel  for  that  commiss  ' 
if  he  had  met/vith  her  regarding  Castle  Gram 
known  it  an<rne  did  not  meet  with  her. 

He  was  asked  about  several  other  sales  of  the  property  all 
of  which  he  denied  having  any  knowledge  of.   He  states  that  he 
was  in  his  job  with  Madison  Financial  less  than  one  year  until 
the  spring  of  1986  when  they  got  into  an  argument  over  payment 
to  him  of  his  commissions. 

He  states  that  it  wasn't  until  he  "got  to  court*  that  he 
knew  anything  eibout  the  details  of  the  transactions.  I  Jtsked 
hlB  what  details  he  learned  when  he  was  in  court  and  received  no 

ai^sWer . 
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for  some  personal  reaaons.   Th«  aarvic*  corporation  vaa  not  in 
a  position  at  that  time,  if  I  remamber  correctly,  to  pay  hia 
eha  $300,000  or  so  that  was  owed  in  comnisaiona.   The  aavinqs 
end  loan  loaned  Seth  the  noney  aecured  by  a  mortgage  on  tracts 
27  and  28  of  Holman  Acres. 

Q.      z  have  shown  you  what's  already  been  introduced  as 
Plaintiff's  Exhibit  19,  a  $300,000  promissory  note  from  Madison 
Financial  Corporation  to  Seth  Ward  dated  about  a  week  later, 
April  7th,  1966.   What  can  you  tell  the  jury  about  the 
circumstances  surrounding  the  making  of  that  note? 
A.      It  was  discovered  at  that  time  —  Z  believe  Seth  brought 
it  to  our  attention  --  that  it  was  not  documented  anywhere  that 
the  service  corporation,  Madison  Financial,  owed  Seth  the 
$300, COO  for  commissions.   Seth  was  concerned,  and  rightly  so, 
that  should  something  happen  to  the  people  that,  you  know,  were 
cognizant  of  this,  there  would  be  no  documentation.   Seth  would 
not  be  able  to  prove  that  that  corporation  owed  him  some  money. 
We  structured  this  note  as  evidence  of  that  debt. 
C.      Did  any  money  actually  change  hands? 

A.      No.   The  consideration  in  essence  was  already  given. 
The  money  was  already  owed  to  Seth  as  commissions.   Seth  did 
not  pay  cash  t  j  the  service  corporation  for  this.   This  was 
evidence  of  a  debt  that  was  already  owed  by  the  service 
corporation  to  Seth. 
Q.      Now,  was  Mr.  Ward  concerned  also  because  there  were 
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federal  examiners  at  Madiaon  Guaranty  Savings  *  Loan? 

A.      I  think  that  may  have  been  of  some  concern  to  him  as 

well. 

Q,  I  want  you  to  look  at  now  what's  been  introduced  as 

Defendant's  Exhibit  3,  an  option  to  purchase  tracts  27  and  28 
of  Holman  Acres.   Can  you  tell  the  jury  about  the  circumstances 
surrounding  the  financial  corporation  taking  an  option  out  on 
this  property? 

A.      Yes.   I  know  this  is  confusing,  but  the  loan  was  done 
really  at  that  time  in  lieu  of  the  option.   The  option  more 
concretely  or  more  accurately  reflects  the  nature  of  the 
transaction,  that  being  that  the  service  corporation  owed  Seth 
$300,000  in  commissions.   In  the  initial  purchase  of  all  cf 
|l   that  property,  Seth  retained  tracts  27  and  28  of  Holman  Acres 

as  his  commission,  which  was  later  to  be  bought  by  the  service 
R   corporation.   The  option  allows  the  service  corporation  to  buy 
l7   the  property  from  Seth,  thus  Seth  receives  the  $300,000,  and 
rs   the  service  corporation  would  have  the  property. 
|9  The  note  was  done  very  quickly  to  make  sure  that  that 

|0   debt  was  evidenced  should  something  happen  to  anybody  to 
U   protect  Seth.   The  note,  however,  would  have  left,  if  that  was 
'2   the  way  it  was  finally  stuctured,  would  have  left  Seth  with 
i^       the  $300,000  plus  the  property,  which  was  not  the  intent  of  the 
|,^   transaction. 

MR.  JENNINGS:   If  the  Court  please,  we  object  to 
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eh«t  statement  aa  being  intent  to  vary  the  taras  of  the  written 
sgreeaent  by  oral  testimony. 

THE  COURTi   Objection  be  denied. 
Q.      (By  Ms.  Hartley)   Mr.  Latham  — 

MR.  JENNZNGSi   May  I  ask  this  witness  what's  the 
source  of  his  information? 

THE  COURT:   I'll  let  you  cross  him. 

MR.  JENNINGS:   You  mean  later? 

THE  COURT:   After  while. 
Q.      (By  Ms.  Bartley)   Now,  you've  testified  that  the  note 
was  to  evidence  --  the  note  given  by  MFC  to  Ward  was  evidence 
of  $300,000;  the  option  was  to  effectuate  the  intent,  which  was 
to  purchase  tracts  27  and  28  from  Mr.  Ward  for  $300,000.   Ther. 
Mr.  Ward  would  have  the  money,  and  Madison  Financial 
Corporation  would  have  the  land;  is  that  correct? 
A.      Yes,  that's  correct. 

0.      Now,  the  option  is  in  the  amount  of  $400,000.   Do  you 
know  why  it's  taken  for  400,000? 

A.      No,  other  than  when  it  was  drawn  up  it  may  have  been  to 
offset  the  note,  which  was  also  for  $400,000.   I  believe  at  the 
time  the  balance  on  the  note  was  300,000,  that  100,000  had  been 
[*    paid  off,  the  300,000  remaining  being  --  what  I  remember  as 
being  the  amount  of  the  commissions.   That  would  be  the  only 
thing  I  could  think  of  on  the  option. 
0.      Was  MFC  able  to  exercise  the  option  and  purchase  the 
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MADISOW  FINANCIAL  CORPORATION 


•0«nO«MI|-|  NAM!  ANO  AOOdtSS 


S£TM  UASD 
48  RIVER  RIDGE  ROAO 
LITUE  ROCK,  ARKANSAS  72207 


om_AeUl_Z, 


.    300  (VW  ft/. 


01 
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TWPFF  MiiwnBFn  THniKAwn  tun  wn/mn 


l««««lt»i«»n«ci9«Hmw.  W»milnr«nd»««>«»««t«coi««iml«n<«nd»rll>iin 

ttJimtmt  itm  anooMt  mom  «  iiw  maumum  mnyni  ol  primi»ii  I  can  tanw>  iwMar  nw  rmm.  As  a(  lauy  i  dm*  < 


Cui>«—  Th«  condmana  tar  luiur*  aontnem  m*  . 


Q  09«ti  Ca4  Cf«4ll:  Tou  ana  t  agraa  tnai  I  may  aarrow  ua  la  ina  maumum  amawm  ai  pnncioal 

eanartwna  and  aaa^fat  na  iaia*  man  -__^^^__^^^^  If 
IT  ami  f  nd  CiadK:  Tau  ana  I  araa  mai  i  ma>  barra»  i«  la  ata  himiibuw  amy  a<a 
FUNTOSI:  Tha  puraaaa  al  irua  laan  «   Rir<;rMF<;S • 


mara  man  ana  iHna.  Thit  faatura  It  i4jataa  la  all  at 


INTVni IT:  I  ar aa  10  aav  iniaraal  an  ma  pnneioal  balaneaati  vmn%  Irom  iima  w  nnw  aa  aiaiad  <n  m«  aaoian 
QD  n«ad  MaaaT  I  aaraa  ta  »a«  miaraai  a«  \r\»  Inad.  luneia  rata  a<   1?   flOfi  %  par  ,«« 

D  VanaWa  Mata:  I  a«f  aa  ta  par  •ma>a<l  ai  ma  .n.iial  timoM  >aia  a< %  tm  nar.  Thu  rata  ma*  ctianta  aa  a latad  imivm. 

Q  tndaa  Mata:  Tha  tutura  rata  wul  ba  -^___^^_«^^^_^_^^_ 


O  Nd  Indaa:  Tha  lulura  'aia  <»iM  nal  Ba  tuSiaa  ta  any  mtarnal  w  aaiarnal  i 
D  >i«ayaaor  and  r«Mn«:  Tha  rata  an  iMa  nota  may  >iia—m  aa  atian  aa  . 


U  LMHtaoana:  Tha  rata  an  iNia  naia  «nii  nai  at  a>nr  tntw  lar<d  n«  manaf  «Miai  naepana  ta  any  indaa  rata  uaadlga  aaaM  ar  Daww  tnaaa  MMK 

□  MaiMnum  Rata:  Tha  rata  will  net  go  abava    ^^_   

Q  Mimmuni  Rata:  Tha  rata  *«rttt  r*ot  9a  bataw    

^oat  Matumy  Rata:  1  a«raa  ta  oay  miaraai  on  tna  arineioal  vmrq  aftar  maturity,  artd  until  paid  m  luH.  as  siatad  baloiir 
O  an  ina  aama  litad  or  yariaola  rata  oatit  m  atfao  batora  maturity  laa  mtteataa  aaa«al. 
CD  at  a  laia  aauai  to 12.000 


D  ADDITIONAL  CHARfiCS.  In  addition  to  imarait.  I       D  na»a  oaid      Oagraatapav      ma  loilo«mi«  additional  cltargaa  . 


PAYMENTS:  I  agraa  is  cay  init  nata  aa  loiiowa 

CD  in.ara«:  I  a,...  .0  pay  «:cru«.  ,ni«„i        IN   THE    AMOUNT  OF    S5.917.ai    ON  JUNF   6.    1986 


IS Pnnciaai:  1  a«r.. .0 pay m. er,nci»ai  IN   THE   AMOUNT  Lr    S300.Q00-Q0  ON   .TUNF   6.    1986 


LJ  ln«ullm«nis;  )  tgraa  lo  pay  \r»%  not* 
«n4  wilt  M  diM  ._ 


{wyiTwnit    Th«  (irtt  (uvm«nt  will  b*  ir.  irm   tmownt  o(   %   ^_..^^_ 
1 9 A  p«vm«ni  0*  t will  ba  «u«  o«  th»  . 


.m«r«ati«r  TTt«  tinai  pavmani  of  tht  aniift  unpaid  baiat 


pnncval  and  intarati  w«u  ba  dua  . 


D  Etfaci  of  VanaMa  Rata:  An  mcraaaa  in  iha  miavaat  raia  w*ll  hawa  irta  loiiowinq  affaa  on  ma  pavmams: 
Q  Tha  amouni  of  aacfi  aehadwtad  parmani  w*ll  ba  mcraatad 
Q  Tha  amount  of  iha  (mat  pavmani  will  ba  incraasod. 

D : 


ADDITIONAL  TERMS: 


•   PLAINTIFrS 
{         IXHWIT       ^ 


\  nis^ 


D  SCCUfllTY:  This  noia  ••  tacurad  by 


O  It  chackad.  no  agraamant  wat  tignad  today  sacunng  mti  noia 
(Thit  MCtian  It  'or  vour  iniarnat  wta.   It  may  noi  mctuda  avarv  agraa- 
mam  or  tiamol  coiiaia'ti  tacunng  ihitnoia  Vowwtilnoi  Umo  any  tacuriiy  by 
I  omming  n  from  ihtt  taction   ) 


SKlNATUflCS:  I  AGRCE  TO  TMC  J^nm%  Of  THIS  NOTt  (INCLU 
TMOSc  ON  THE  OTHER  SIDE).  I  hava  racanad  a  cooy  i>"  loo*'  « 

NAOISON  FINANCIAL  CORPORATION 


k^ 


IN  LATHAM.   SECRETARY 
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LCNOEN't  NAME  ANO  AOONESS' 

Liin.1  »K,L..,  A^,LA:.bAi     /<:^>.j 

—    XT'!'.  .-, 

"mj— r"—      "^"'   ''' 

It  <■' 

•ONROWCH'f  NAME  AND  AOOMES* 

T  •nttuam —a<  Oarro^mi  •bam.  nKwr,  tnt  tmimnnr 

PMiNcmAi. »u>r 'M  '-  - J ''•* — — 1:^ — i^-ii — :: — i-i: — : 


..   7:m2.c- 


/OSHt^to  AdwB(W«;  inav«fac«rv«oailo<ihitprinc)p*tM*ffi  Me«d*uon«i«0*«ncs««r«oont«moi«i«dundarTfusnair 

Q  Muttw**  &4v«nc«:   Trv«  pnncio*!  lum  tnown  abo««  m  Vhm  tMumuf**  tmoum  o(  prmao*!  I  can  borrvm  unoar  iftt*  noia   Aa  ot  tadar  I  h»¥m  racat« 
ir>«  amoum  of  t  ^_^^^^^^^.i__  and  tutura  prmapai  a»>ancai  ara  oomampiaiad 


Condmona   Th«  condiiiona  tof  (utura  aAranoaa  ara  . 


'  O  Opan  End  Crvdtt:  Tow  and  I  a^raa  mat  I  may  borrow  uo  lo  (»•  maiimum  imownt  a*  principal  fl 

condiiiona  and  aisMot  no  latar  man    ,  19 

O  Claaad  End  Crrn^n:  You  and  I  agraa  Vm  I  may  barrow  i«  «  ma  maumum  on*v  an*  oma  (ar«  i 

,        nifOOSE:  Tha  pwrpoM  ot  th>t  loan  •«    °'  ''^'•^'^-^ 

i        INTCnCST;  I  a^raa  to  pav  miaraai  on  in«  principal  baiancatti  ow«n«  from  uma  lo  nma  a«  naiad  •n  mts  aaoi 


X3  Fia«d  lata:  I  aQraa  to  oar  mfaraat  at  in*  lisod.  umpta  rmtm  ot . 

O  Vanabta  Rata,  i  agraa  to  pay  miarasi  at  ina  mdiai  timpia  rata  ' 

Q  Indoi  Rata:  Tha  tuiura  rata  will  ba  ^_^_.^...^ 


.%par  v«ar 

%  par  yfmmt  Thi«  rata  m»f  chanya  ao  tiatad  batow 


««••■  r«**  utadi  00  abowa  or  baiow  t 


O  No  Indoa:  Tha  (utur*  rata  miii  noi  ba  lubtact  to  9nf  >mmr\mt  or  axiarnai  mooi   i 
Q  Froduoftcv  and  Ttmang:  Th«  rata  on  mia  rtoia  mmr  tna»—  a*  oftan  ti  .^^^ 
An  ifKraaaa  m  mo  inpai  w«il  latim  affacr    __^^.__« 
O  LwvMtai.w...   Tha  raia  on  ihi»  noia  win  r^>i  at  any  tima  la^  -i  no  manaf  wtiat  happi 
G  Moatmum  Rata:  Tha  rata  will  not  90  aftena  , 

Q  MifMfTHNn  Rata:  Tha  rata  wtii  noi  go  baiow    ____^„^__ 
^oai  MatuTTfv  Rata:  1  »gfm  10  pay  ■ntaraat  on  in«  principal  owing  at%m  maturrry.  and  until  paid  *n  full,  aa  auiad  ba*ow 
Q  on  ina  fm%  lisod  or  variawa  rata  oasit  m  atfaa  ba^or*  matur<ry  (as  indicaad  abma) 


O  AOOmONAL  CH ARSES.  In  Mdnian  lo  •mit\.  I       D  riav«  sari      O  t9'—  <o  on      m*  miDmng  adonnnsl  crwrga*  . 


MkTMENTS   I  agrM  10  MV  Ihit  not*  ••  tolKXM 

)Q  Innnat    1  a.3raa  to  a««  aCEruad  •mofoal      I  N     Thl ^"■'U-'  ' 


I  Innraat:  I  •«'«•  to  M*  accruod  imorm 


'.:30'.r    JV'.E   6.    lO"^ 


JQ^ncpai  i.gr...op.,.n.o'."<.o.i      !>;    Tr.t    V.Oo;:!    :F    S7v,-;;.'-7    (■-.    JU!>£    0,    i9v: 


O  Inaiallmonia.    i   agraa   lo   pay   ihia   nota   'r\ 
and  will  ba  dua  .^^__ 

aacn 


paytnantt    Tha  ttrai   paymani   wtU   ba   m   tha   amount   of   t 


_  tnoraaftar  Thm  hnai  paymam  otf  l^a  a 


principal  ar^  iniaraat  will  ba  dua  . 


D  EHact  of  VanaMa  Rata:  An  mcraaaa  m  ma  miaraat  rata  will  hava  tr%a  (oitpwing  affaa  on  ma  paymana 
Q  Tho  amount  of  aacn  acnaduiad  paymant  wtil  ba  mcraaaad 
D  Tha  amount  of  iha  final  pavmani  will  ba  inrraaaaU 

D 


AOOmONAL  TEKMS. 


D  SECURITY:  Thi*  not*  il  tocuroa  »v 


]       SIONATUnCt:  I  AQRCI  TO  THI  TIRMt  Of  TMS  NOTE  (INCLUO 
THOSE  ON  THE  OTMiR  WOE).  I  nmrn  iim    H  •  oen  ox  loorr  •  < 

MMISO'<  eiNANClAL  CORPORATION 


I  aignad  today  aacurmg  ifMo  nova 


On 

(Thia  aaaton  la  tor  your  tniarnal  uaa  it  may  not  irwtuda  a««ry  agraa- 
mani  or  nam  of  woiiaiarai  aacurir^g  ihia  no«a  Vou  w*N  not  looa  any  aocurify  oy 
omming  n  from  thia  a  action    ) 


it.  L.aHA.".  SECStlAHV 
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27 
0.      All  right.   Mow,  in  April  of  1986  —  I  believe  I  have 
the  date  right.   Specifically  on  April  7,    1986,  did  you  receive 
what  has  been  marked,  a  copy  of  which  has  been  narked,  as 
Exhibit  197 

A.      Yes,  sir,  I  did. 

0.      Is  this  the  original  of  which  this  is  a  copy? 
A.      This  is  the  original,  yes,  sir. 

MR.  JENNINGS:   If  the  Court  please,  we  would  like 
to  offer  into  evidence  the  original  and  then  substitute  a  copy. 

THE  COURT:   It  will  be  received. 

(Thereupon,  Plaintiff's  Exhibit  19  was  identified 
for  the  record  and  received  into  evidence.) 
C.      (By  Mr.  Jennings)   What  is  this,  Mr.  Hard? 
A.      That  is  a  note  from  me  to  Madison  for  $300,000. 
0.      A  note  front  Madison  to  you? 
A.      A  note  from  me  to  Madison. 
0.      you  are  the  lender? 
A.      Yes,  sir. 
0.      Huh? 
A.      Yes,  sir. 

0.      Madison  gave  you  a  note  for  $300,000? 
A.      ye  i,  sir.   In  other  words,  they  gave  me  a  note  for 
$300,000.   The  note,  that's  from  Madison  to  me,  yes,  sir. 

MR.  JENNINGS:   Do  you  have  a  copy? 

KS.  BARTLSY:   No  Objection. 
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I,  MR.  JENNINGS:   Do  you  mind  the  substitution? 

MS.  HARTLEY t   No. 

Q.      (By  Mr.  Jennings)   What  was  the  occasion  for  Madison 

Financial  to  give  you  a  note  for  $300,0007 

X.      I  needed  sone  money,  some  cash.   I  asked  them  to  pay  me 

ti      "y  commission.   They  said  they  didn't  have  any  cash  to  pay  me 

the  commission  with,  so  they  offered  to  loan  me  money  from 

Madison  Savings  t   Loan.   I  asked  for  the  note  from  Madison  to 

show  evidence  that  they  did  in  fact  owe  me  at  least  that  much 
f 
tlO   money  and  so  I  could  start  drawing  interest  on  it  if  I  was 

11  going  to  have  to  pay  them  interest  on  the  money  I  was  borrowing 

tl2  from  them. 

r 13  0.      So  you  got  a  note  from  Madison  Financial,  which  was  the 

ri<  note.  Exhibit  19,  for  $300,0007 

■  15  A.      Yes,  sir. 

,'  IC  C.      In  order  to  meet  your  cash  needs,  you  borrowed  money 

; 17  from  Kadison  Guaranty;  is  that  right? 

16  A.      That  is  correct,  sir. 

j.  19  Q.      Now,  did  that  $300,000  represent  the  full  amount  of  the 

f"  20  commissions  owed  to  you? 

A.      The  note  from  Madison  to  me? 

'2  0.      Yes,  sir. 

^^  A.      No,  sir. 

^*  Q.  Why  was  the  amount  of  $300,000  used? 

'^5  A.      I  hadn't  had  a  rendition  of  the  account  at  that  time.   I 
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jcncw  they  owed  Be  at  least  that  such.   And  X  wanted  to  cover 

that  much,  becauae  X  was  going  to  borrow  that  much,  and  X 

wanted  to  have  an  offsetting  Interest  payment. 

Q.-     How  much  money  did  you  actually  borrow  from  Madison 

Savings  i  Loan? 

A.      X  actually  borrowed  400,000. 

Q.      And  then  what  happened  with  regard  to  that? 

A.      A  week  later  X  refunded  them  100,000. 

Q.  So  that  left  you  owing  300,000  to  Madison  Guaranty,  and 

Madison  Financial  owed  you  300,000  on  the  note;  is  that  right? 


That  is  correct. 

Was  the  note  that  you  gave  to  Madison  Guaranty  secured? 

yes,  sir. 

How  was  it  secured? 

It  was  secured  by  land  at  Holman  Acres. 

By  this  tract  of  land  shown  as  tracts  27  and  28  up 


A. 

Q. 
A. 

0. 

A. 

0. 

here  -- 

A.      Yes,  sir. 

0.      —  that  you  had  retained  title  to;  is  that  correct? 

Land  that  you  had  retained  title  to  — 

A.      Yes,  sir. 

C      —  excepted  from  the  sale  to  Madison? 

A.      That's  correct. 

MR.  JENNINGS:   Now,  if  the  Court  please,  at  this 
time  I  would  like  to  offer  into  the  record  the  answers  to 
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Q.      Mr.  ward,  you  testified  that  you  borrowed  $400,000  from 

Madison  Guaranty  Savings  I    Loan  in  March  of  1986. 

A.      Yes. 

Q.  I  believe  the  note  will  show  that  the  date  is  March 

31st,  1986!  is  that  right? 

A.      March  what? 

0.      March  31st  of  1986. 

A.      All  right. 

C      You  borrowed  $400,000  from  Madison  Guaranty  Savings  ( 

Loan;  is  that  right? 

A.      Uh-h.uh, 

0.      And  that  $400,000  was  disbursed  to  you.   It  was  paid  to 

you  in  two  cashiers  checks;  is  that  right,  one  for  300,000  and 

one  for  100,000? 

A,      T'lat  '  s  rignt . 

MR.  JCUMNGS:   If  the  Court  please,  I  will  object 
on  the  grounds  of  relevance. 

THE  COURT:  I'm  going  to  deny  your  objection  and 
receive  the  document.  The  authenticity  is  not  in  question,  I 
gather . 

0.  (By  Ms.  Bartley)  Kr .  Ward,  I've  placed  in  front  of  you  a 
Xerox  copy  of  two  cashiers  checks  from  Madison  Guaranty  Sav  nos 
«  Loan.   What's  the  date  on  those  checks? 

A.      One  is  April  the  1st  for  100,000,  and  one  is  March  the 
31st  for  300,000. 
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g.      And  who  are  those  cashiers  checlcs  made  payable  to? 

A.      Me- 

Q.      And  those  are  the  cashiers  chec)cs  for  300,000  and 

$100,000  that  you  received  on  March  31st  and  April  1st  of  1986; 
is  that  right? 

A.      yes. 

MS.  BARTLEY:   Your  Honor,  I  would  offer  that  as 
Defendant's  Exhibit  33. 

MR.  JENNINGS:   Over  our  objection  of  relevancy. 
TKE  COURT:   Received. 
r-  (Thereupon,  Defendant's  Exhibit  33  was  identified 

'for  the  record  and  received  into  evidence.) 
0.      (By  Ks .  Hartley)   Now,  you  t-estified  that  you  paid  back 
the  $100,000  in  about  a  week? 
A .      I  r,  i  c  . 

C.      So  that  left  a  principal  owing  of  $300,000  on  that  loan; 
is  that  right? 
A.      That ' s  right . 

C.      About  a  week  later  you  requested  two  promissory  notes 
from  Madison  Financial  Corporation;  is  that  right? 
1  A.      Yes. 

.  0.      I  believe  one  of  the  promissory  notes  has  already  been 
introduced  as  Plaintiff's  Exhibit  19.   That's  the  one  in  the 
amount  of  $300,000;  is  that  correct? 

MR.  JEKMNGS:   If  the  Court  please,  for  the 
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benefit  of  the  court  reporter,  I  would  ID^e  for  the  Court  to 
Instruct  Mr.  Ward  that  he  has  to  answer  audibly.   He  can't  just 
shake  or  nod  his  head. 

THE  COURT:   All  right,  sir. 

MR.  JENNINGS:   Do  you  understand,  Mr.  Ward? 
A.      I  didn't  hear.   I'm  sorry. 

THE  COURT:   He  says  yon  must  answer  orally  in 
order  for  the  court  reporter  to  catch  your  answer. 
A.      Okay.   Thank  you. 

Q,  (By  Ms.  Hartley)   I  want  to  hand  you  what's  been  marked 

Defendant's  Exhibit  --  well,  whatever  the  next  number  will  be. 
I  think  it's  34,  Defendant's  Exhibit  34,  the  promissory  note  in 
the  amount  of  $70,943.47.   What  was  the  purpose  of  this 
promissory  note? 

A.      I  told  you  previously  that  I  expected  to  be  paid  my 
commissions  on  the  first  part  of  April  of  '66.   They  could  not. 
They  saic  they  did  not  have  the  cash  to  pay  me  my  commissions, 
so  they  anreec?  to  loan  »e  300,000  to  supply  me  with  the  cash 
that  1  needed.   But  at  that  time  it  occurred  to  me  that,  if 
they  couldn't  pay  me  and  I  had  to  borrow  from  them,  then  I 
wanted  at  least  300,000  --  wait.   These  two  notes  arc  the  same. 
0.      You  simply  have  a  copy.   It's  two  copies  stapled 
tooether , 

*!•      1  wanted  a  not'e  from  them  indicating  that  they  owed  me 
«t  least  that  much  money  so  I  could  start  drawing  Interest  on 
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I't  'G  long  as  I  was  going  to  have  to  pay  interest  on  the  Boney 
it   l>*^  ^°   borrow  from  the  S  >  L. 

fq^      I  understand  that's  your  explanation  as  to  the  $300,000 
igote.   I'm  asking  you  now  as  to  the  70,943.47. 
Fj^^      Also  by  that  time  I  had  reasons  to  believe  that  enough 
^f  the  property  had  been  sold  to  satisfy  the  entire 
[Indebtedness  of  the  million  one,  one  five.   Without  having  a 
^rendition  of  the  account,  I  wanted  a  note  covering  the  amount 
[of  that  $70,000  note  to  protect  me  against  the  amount  that 
[was  —  I  had  signed  for. 

L;q.      Are  you  talking  now  about  the  $70,000  note  that  you  gave 
[Madison  Guaranty  on  February  28th  of  1986? 
Sa.      Yes. 

MR.  JENNINGS:   Excuse  me.   I  believe  the  date  Is 
:the  25th. 
'0.      (By  Ms.  Hartley)   February  25th,  19867 

A.       Yes. 

jO.      And  this  note  from  Madison  Financial  to  you  in  the 
■amount  of  70,943.47  is  evidence  that  you  are  owed  that  money  so 
Jyou  could  pay  off  the  February  25th  note?   Is  that  your 
[.testimony? 
«*•      My  testimony  is  I  wanted  to  have  offsetting  interest. 

What  was  this  $70,943.47  note  to  offset? 
f*'      It  wasn't  to  offset  at  this  time.   It  was  to  protect 
^''*  --  it  was  to  protect  me  against  them  not  having  paid,  having 
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tne   sign  a  note  for  that  amount. 
k,   Q.      So  you  are  referring  to  the  February  25th,  1986  note. 
i^.t   Does  this  note  that  Madison  Financial  Corporation  gave  you  go 
back  to  the  February  25th  note  that  you  gave  Madison  Financial 
Corporation? 

K,  I'm  not  trying  to  play  games.   I'm  not  exactly  following 

you.   I'm  just  saying  that  I  was  aware  that  I  had  signed  that 
note.   I  was  also  aware  that  I  didn't  owe  them  that  money.   I 
hadn't  had  a  chance  to  get  a  rendition  of  the  account,  so  I 
asked  for  this  note  at  the  same  time  to  protect  me  against  that 
one . 

0.      All  right.   So  you  had  a  note  to  Madison  Guaranty  that 
you  had  given  on  February  75th  in  the  amount  of  $70,000.   You 
knew  that  note  was  outstanding;  is  that  right? 
A.      That's  right. 

0.      And  you  gave  --  you  asked  for  and  got  a  note  from 
Madison  Financial  Corooration  in  the  amount  of  S70, 943.47  to 
protect  you  from  the  S70,000  note  you  had  given  to  Madison 
Guaranty:  is  that  right? 
A.      That's  right,  because  we  was  wondering  at  this  time  just 

:how  --  that's  correct. 

THE  COURT:   In  order  that  our  record  will  be 

(straight,  is  that  note  from  Madison  Guaranty  to  Mr.  Ward  in  the 

^fecord  already? 

KS.  HARTLEY:   The  February  25th  note  from  Mr.  Ward 
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to  Madison  Guaranty  is  in  the  record. 

THE  COURT:   I  understand. 

MS.  BARTLEY:   The  April  7th  note  front  Madison 
Financial  to  Mr.  Ward  is  now  going  to  be  introduced.  Your 
Bonor,  as  Defendant's  Exhibit  34. 

THE  COURT:   And  that  is  the  exhibit  which  the 
witness  has  just  described  and  had  in  his  hand? 

MS.  BARTLEY:   That's  correct. 

THE  COURT:   Let  it  be  received  into  evidence. 

MR.  JENNINGS:   If  the  Court  please,  let  the  record 
show  we  object  because  it  has  no  relevance. 

THE  COURT:   Objection  will  be  denied  for  the 
record.   Ms.  Bartley,  did  you  marK  that  exhibit?   That's  my 
problem.   I  want  to  make  sure  our  record  — 

MS.  BARTLEY:   Yes,  Your  Honor.   It's  being  marked 
right  now. 

(Thereupon,  Defendant's  Exhibit  34  was  identified 
for  the  record  and  received  into  evidence.) 

THE  COURT:   You  may  publish  it  to  the  jury. 
0.      (By  Ms.  Bartley)   Mr.  Ward,  I've  handed  you  a  document 
that's  entitled  'Option  to  Purchase  Real  Estate*  that's  been 
previously  marktrd  as  Defendant's  Exhibit  3.   Do  you  recognize 
this  document? 
*•      I  do. 
0.      Is  this  an  option  that  Madison  Financial  Corporation 
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1  "We,  the  jury,    find  for  Seth  ward  on  his  complaint  against 

2  Madison  Guaranty  Savings  t    Loan  Association  and  Madison 

3  Financial  Corporation  and  fix  his  damages  at  $391,845. 

4  /b/  Jae  Wilson  /s/  M.  A.  Limbird  /a/  Mollie  Martin  /s/  Betty 
Brady  /s/  Edwin  Cromwell  Levy  /s/  Janet  Garrett  /s/  Marty 

5  Justice  /s/  Juanita  McGinister  /s/  Dorothy  Hutson  /s/  James  H. 
Lercher 
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September  24.  1985 


Mr.  Jim  McDougal,  President 
Madison  Financial  Corporation 
16th  and  Main 
Little  Rock,  Arkansas  72201 

Dear  Jin: 

This  letter  is  to  set  forth  our  agreement  concerning  the 
property  commonly  referred  to  as  all  the  land  owned  by 
the  Industrial  Development  Company  of  Little  Rock. 

On  or  about  the  13th  day  of  September,  1985,  Madison 
Guaranty  Savings  and  Loan  Association  agreed  to  acquire 
all  of  Industrial  Development  Company  of  Little  Rock's 
property  except  the  Timex  Building.  In  the  agreement, 
Madison  has  the  right  to  assign  its  rights  to  that 
agreement  to  any  entity  or  individual.  As  part  of  our 
agreement,  I  have  agreed  to  take  title  to  all  of  the 
assets  and  property  north  of  145th  Street,  the  water  and 
sewer  improvements,  and  the  water  and  sewage  treatment 
ponds  south  of  145th  Street.  Madison  Guaranty  Savings 
and  Loan  Association  will  agree  to  lend  me  on  a  non- 
recourse basis  the  purchase  price  secured  only  by  a 
mortgage  of  those  parcels  and  the  sewer  and  waterworks. 

Madison  Guaranty  will  have  an  option  for  at  least  270 
days  to  purchase  the  property  from  me  at  any  time  for 
the  amount  of  the  note  plus  all  accrued  interest.  It  is 
the  Intention  of  both  Madison  and  myself  to  attempt  to 
'develop  all  of  the  property  acquired  from  I.D.C.,  and 
sell  it  as  quickly  as  possible.  If  there  is  any  pur- 
chase of  the  property  or  any  portion  thereof  during  the 
270  day  period,  the  sale  price  will  be  mutually  approved 
by  me  and  Madison  Financial  Corrporation.  The  proceeds 
of  any  sale  will  be  applied  toward  the  promissory  note, 
less  a  ten  percent  commission  to  be  paid  to  me  if  the 
property  is  sold  by  me,  or  at  Madison's  discretion,  the 
particular  piece  of  property  may  be  deeded  back  to 
Madison  prior  to  the  execution  of  the  sales  transaction. 
If  it  is  sold  by  anyone  else,  then  the  proceeds  will  go 
to  Madison  Guaranty,  less  the  commission  to  the  other 
seller,  and  a  four  percent  comnission  to  me. 

It  is  also  agreed,  in  addition  to  the  salary  I  am 
receiving  from  Madison  G-  aranty,  on  all  property 
acquired  from  I.D.C.  sold  cither  by  me  or  by  Madison 
Guaranty  after  the  exercise  of  Madison's  option,  or  on 
that  portion  of  the  property  already  acquired  by  Madison 
from  I.D.C,  I  shall  receive  a  ten  percent  commission  on 
said  sale  if  it  is  sold  by  me,  and  four  percent 
commission   if   it   is  sold  by  anyone  else. 
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Hr.   JiiB  McDougal 

September  24,  1985 


During  the  term  of  the  option  period,  all  of  the  net 
revenues  of  the  waterworks  and  sewer  department  shall  be 
forwarded  directly  to  Madison  Guaranty  for  application 
toward  the  note. 

I  tfould  appreciate  your  actoowledglng  and  agreeing  to 
the  terms  of  this  letter  agreement. 


Sincerely, 


SW:ss 

Aclcnowledged  and  accepted: 


Jl^McDougal,    President  ^ 

Madison  Financial  Corporation 
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1576 

Seth  Ward 
48  River  Ridge 
Little  RocX,  Arkansas   72207 

Sepcember  24,  1985 


Mr.  James  B.  McOougal,  President 
Maiiison  Financial  Corporation 
leth   and  Main  Streets 
Little  Rock,  Arkansas   72201 

Dear  Mr .  McOougal : 

This  is  to  set  forth  our  agreement  concerning  the  property 
ccamonly  referred  to  as  all  the  land  owned  by  the  Industrial 
Developoient  Company  of  Little  Rock  and  certain  improvements 
thereon. 

On  or  about  the  13th  day  of  September-,  1985,  Madison  Guaranty 
Savings  and  Loan  Association  agreed  to  acquire  axj.  of  the  IndustriaJ 
Development  Company  of  Little  Rock's  property  except  the  grounds 
and  building  commonly  referred  to  as  the  Timex  Building.   In  the 
agreement  Madison  has  the  right  to  assign  its  rights  to  any 
entity  or  individual.   As  part  of  our  agreement,  I  have  agreed  to 
take  title  to  all  of  the  assets  of  the  aforementioned  property 
that  is  located  immediately  north  of  145th  Street,  the  water  and 
sewer  improvements,  and  the  sewer  treatment  ponds,  incl-riing  the 
one  located  south  of  145th  Su-reet.   Madison  Guaranty  Savings  and 
Loan  Association  will  agree  to  lend  me  the  purchase  price  for 
this  property  secured  by  a  mortgage  of  those  parcels  and  the 
sewer  and  water  works.   Madison  Guaranty  will  pay  535,000.00  to 
me  to  have  an  option  for  at  xeast  270  days  from  the  date  of 
acquisition  to  purchase  the  property  from  me  at  any  time,  in 
whole  or  in  part,  for  at  least  the  pro  rata  amount  of  the  note 
plus  all  accrued  interest;  except  one  parcel  described  as  follows: 

Approximately  22  1/2  acres  located  and  referred  to 
as  the  Northeast  Quadrant  of  the  Interchange  of 
-  Highway  65  and  145th  Street.   More  specifically 
described  in  the  attached  legal  description  which  is 
a  part  of  this  agreement. 

It  is  the  intention  of  both  Madison  and  myself  to  attempt  to 
develop  all  the  property  acquired  from  I.O.C.  and  sell  it  as 
quickly  as  possible.   If  the  property  or  any  portion  thereof  is 
sold  d-oring  the  270  day  period,  the  sale  price  will  be  mutually 
approved  by  me  and  Madison  Financial  Corporation.   The  proceeds 
of  the  sale  will  be  applied  toward  the  promissory  note,  less  a 
10 «  sales  commission  to  be  paid  to  me.   At  Madison's  discretion, 
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Mr.  James  G.  McOougal 
September  24,  1985 
Page  -2- 


amy  particular  piece  of  property  may  be  deeded  back  to  Hadison 
prior  to  the  execution  of  a  sales  transaction. 

It  is  also  agreed,  in  addition  to  the  salary  I  aa  receiving 
from  Madison  Financial  Corporation,  I  will  receive  10%  sales 
commission  on  all  property  sold,  regardless  who  sells  it,  except 
residential  property  that  will  be  located  south  of  145th  Street, 
in  which  case  I  will  receive  4%  conmiission  if  sold  by  any  other 
person. 

During  the  term  of  the  option  period,  all  of  the  net  revenues 
of  the  water  worlcs  and  sewer  depardient  shall  be  forwarded 
directly  to  Madison  Guaranty  for  application  toward  the  note, 
unless  such  facilities  are  sold  sooner.   Madison  Financial 
Corporation  will  also  be  responsible  for  all  taxes,  special 
assessments,  dues,  insurance  premiums,  etc.  during  the  period  of 
this  option. 

Z  would  appreciate  your  aclcnowledging  and  agreeing  to  the 
terms  of  the  letter  of  agreement. 


Ac)c;^wledged  and  accepted : 

lame?  B.  McOougal ,' Presxaent 
Madison  Financial  Corporation 
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Addendum  to  Agreement  Between 
Seth  Ward  and  James  B .  McOouqal 
September  24,  1985 

(Little  RocJc  South  Industrial  Park,  NE  Corner  65-167  i    145th) 

LEGAL  DESCRIPTION  - 

Part  of  Tracts  27  i   29,  Holaan  Acres,  Pulaski  County,  Arkansas, 
more  particularly  described  as:   Starting  at  the  intersection  of 
the  north  right-of-way  line  East  145th  Street  and  the  west  right- 
of-way  line  of  Dineen  Drive,  said  point  also  being  the  Southeast 
corner  of  the  Birch-Brooks,  Inc.  property;  thence  N  0  deg .  21 
min.  E  along  the  west  right-of-way  of  Dineen  Drive  373.12  ft.  to 
the  Northeast  corner  of  said  Birch-Brooks,  Inc.  property  and  the 
point  of  beginning;  thence  N  89  deg.  50  min.  30  sec.  W,  along  the 
north  line  of  said  Birch-Brooks,  Inc.  property  303.50  ft.  to  the 
Northwest  corner  thereof,  thence  S  0  deg.  05  min.  30  sec.  W  along 
the  west  line  of  said  Birch-Brooks,  Inc.  property  255.25  ft.  to  a 
point  on  the  north  right-of-way  line  of  0.  S.  Highway  No.  65-167; 
thence  N  23  deg.  33  min.  10  sec.  W,  along  said  north  right-of-way 
line,  111.57  ft.  to  a  point;  thence  N  89  deg.  39  min.  40  sec.  W 
and  continuing  along  said   north  right-of-way  line,  650.87  ft.  to 
a  point;  thence  N  54  deg.  01  min.  20  sec.  W  and  continuing  along 
said  north  right-of-way  line  111.29  ft.  to  a  point  on  the  east 
right-of-way  line  of  said  D.  S.  Highway  No.  65-167;  thence  N  2 
deg.  29  min.  48  sec.  W  along  said  east  right-of-way  line,  83  5.63 
ft.  to. a  point;  thence  S  89  deg.  55  min.  E  along  the  south 
property  line  of  the  Seimens-Allis,  Inc.  property  and  said  south 
line  extended  Westerly,  1191.02  ft.  to  a  point  on  the  west  right- 
of-way  line  of  Dineen  Drive;  thence  S  0  Deg.  21  min.  W  along  said 
west  right-of-way  line  310.35  ft.  to  a  point;  thence  Southwesterly 
and  continuing  along  said  west  right-of-way  line,  being  the  arc 
of  a  715.66  ft.  radius  curve  to  the  right,  having  a  chord  bearing 
and  distance  of  S  8  deg.  21  min.  W,  199.20  ft.  to  a  point;  thence 
S  16  deg.  21  min.  W  and  continuing  alorg  said  vest  right-of-way 
lir.r,  -20.0  ft.  to  a  point;  thence  Southwesterly  and  continuing 
along  said  west  right-of-way  line,  being  the  arc  of  a  715.79  ft. 
radius  curve  to  the  left  having  a  chord  bearing  and  distance  of  S 
8  deg.  21  min.  W,  199.23  ft.  to  a  point;  thence  S  0  deg.  21  min. 
W  and  continuing  along  said  west  right-of-way  line,  25.88  ft.  to 
the  point  of  beginning,  containing  22.5649  acres  more  or  less. 
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OPTION  TO  PURCHASE  REAL  ESTATE 


This  option  sranced  this  1st  day  of  May,  1986,  by  SCTH  WARD  and 
YVONNE  ANNA  WARD,  his  wife  (collectively  "Grantor"),  to  MADISON 
FINANCIAL  CORPORATION  ("Optionee"), 


W-I-T-N-E-5-S-E-T-H: 

1.   GRANT  OF  OPTION.   In  considcra: ion  of  Optionee's  payment  to 
-the  Grantor  of  One  Thousand  Dollars  (51,000.00),  and  other  z°°^   ^^'^ 
valuable  consideration,  the  receipt  and  adequacy  of  which  is  hereby 
acknowledged,  Grantor  hereby  grants  to  Optionee  an  exclusive  and 
irrevocable  Option  to  purchase  the  following  described  property 
together  with  all  buildings  and  improvements  thereon,  situaucd  in 
the  City  of  Little  Rock,  P^jalski  County,  Arkansas,  to-wit: 


Pare  of  Tracts  27  i  23,  Holman  Acres,  Pulaski  Coun:> , 
Arkansas  . 
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2.  .  PURCHASE  PRICE.   The  purchase  price  for  the  property 
hereinabove  described,  together  with  all  improvements  theron,  shall 
be  Four  Hundred  Thousand  Dollars  (5*00,000.00). 

3.  EXPIRATION  DATE.   This  Option  shall  expire  at  6:00 
o'clock,  P.M.,  Central  Tine,  on  August  1,  1986. 

A.    FAILURE  TO  EXERCISE  OPTION.   If  Optionee  does  not  exercise 
this  Option  as  herein  provided,  all  sums  paid  by  him  hereunder  shall 
be  retained  by  the  Crantor  free  of  all  claims  of  Optionee,  and 
neither  party  shall  have  any  further  rights  of  claims  against  the 
other. 

5.    EXERCISE  OF  OPTION.   This  option  shall  be  exercised 
by  Optionee's  delivering  to  the  Crantor  written  notice  of  such 
exercise  on  or  before  the  expiration  date,  or  any  extension  thereof, 
or  by  Optionee's  mailing  such  written  notice  of  exercise  by 
certified  mail  to  Grantor  at  leas:  two  (2)  days  before  the 
expiration  date,  or  any  extension  therof;  and  such  notice,  if  so 
mailed,  shall  be  deemed  valid  and  effective  whether  or  noL  ic 
actually  is  delivered  to  Grantor  prior  to  the  expira:ion  dace,  or 
any  extension  thereof. 
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6.    CLOSING  pEOUIREMENTS.   In  Che  event  of  Optionee's 
exercis*  of  this  Option: 

a.  Closing  will  occur  within  30  days  after  the 
exercise  of  this  Option,  which  date  may  be  extended  by 
mutual  agreement: 

b.  The  Grantor  shall  deliver  at  closing  to  Optionee, 
or  his  nominee,  a  general  warranty  deed  conveying  good  and 
marketable  title  in  fee  simple  to  the  aforesaid  premises, 
free  and  clear  of  all  liens,  encumbrances  and  tenancies, 
except  those  for  streets  and  utilities  and  tenancies  which 
may  be  disclosed  by  Grantor  to  Optionee  prior  to  the 
granting  of  this  Option; 

c.  Taxes  and  assessments,  if  any,  due  on  or  before 
the  closing  date  shall  be  paid  by  Grantor.   Taxes  and 
assessments,  if  any,  for  1986  shall  be  prorated  as  of  the 
closing  date; 

d.  Grantor,  at  Grantor's  sole  expense,  shall  furn;sh 
Optionee,  within  30  days  after  exercise  of  the  Option,  a 
complete  abstract  certified  to  a  current  date,  or  at 
Grantor's  option,  a  commitment  for  an  owner's  title 
insurance  policy  convertible  at  closing  to  an  owner's  policy 
issued  on  ALTA  Form  B,  1970,  reflecting  merchantable  title 
satisfactory  to  Optionees  attorney.   In  the  event  an 
abstract  is  furnished  and  an  examination  of  title  to  said 

-3-  0190g 
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property  shall  disclose  Chat  the  same  is  not  good  and 
marketable,  and  if  the  cause  of  such  unmarketability  shall 
not  be  removed  by  Grantor  prior  to  the  date  fixed  for  closing, 
then  Grantor  may  exercise  his  option  to  furnish  Optionee  a 
policy  of  title  insurance  satisfactory  to  Optionee.   If 
marketable  title  cannot  be  conveyed  at  closing,  any  monies  paid 
by  Optionee  on  account  of  the  purchase  price  of  said  property, 
including  any  sums  paid  as  consideration  for  the  granting  of 
this  Option,  shall  be  refunded  to  Optionee; 

e.  The  risk  of  loss,  damage,  condemnation,  or 
destruction  of  the  premises  or  improvements  thereon  by 'fire, 
or  otherwise,  until  closing  shall  be  on  Grantor; 

f.  Revenue  stamps  to  be  placed  on  the  Deed  shall  be 
at  the  expense  of  Grantor. 

7.  PAYMENT  OT   PURCHASE  PRICE.   At  closing.  Optionee  will 
pay  Grantor  in  cash  an  amount  equal  to  the  purchase  price  set 

"out  in  accordance  with  Paragraph  2  hereof. 

8.  NOTICES.   Any  notices  required  hereunder  shall  be 

effective  if  given  to  the  parties  hereto  at  the  following 

addresses,  or  such  other  address  as  either  party  may 

subsequently  designate  in  writing: 

OPTIONEE:      Madison  Financial  Corporation 
1308  South  Main 
Little  Rock,  Arkansas   72201 

GRANTOR;        Seth  Ward 

16th  {,   Mam 

Little  Rock,  Arkansas   72201 
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9.  ASSIGNMGNT.  This  Option,  beCorc  or  aCirr  i  i  .•:  •:.'.-:»  r;  j  ^c. 
may  be  assigned  by  Optionee  without  the  prior  v/ritten  consent  of 
Grantor. 

GRANTOR : 


i^J^/^Jr,):- 


Seth  Ward 

OPTIONEE: 

MADISON    FINANCIAL   CORPORATtOH 


:Qz^^£. 


BY 


■5- 
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STATE  OF  ARKANSAS   ) 

)SS. 
COUNTY  OF  PULASKI   ) 
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ACKNOWI.KUCMKNT 


On    this   day    before   me,    tl>e   undersigned   ofCicec,    purr^on^lly 
appeared    SETH   WARD    and   YVONNE   ANNA   WARD,    his    wifw,    known    to   me 
to    be    the    persons   whose   names    are   subscribed    to    tlie    forsfjoiiig 
Option    to    Purctiase   Real    £:;tate,    and   acknowledged    that    Llic/   had 
executed    tlie   same    for    the   purposes    therein   contained. 

WITNESS  my    hand    and   oCticial    seal    this       Qih      day   of 
Hav  1986. 


My  Commission   Expires: 
August  26.   1993 


Notacy/  {'uUiic        / 
ly  B./uiin£ 


Dorotl 


•Scr 


-STATE  OF  ARKANSAS   ) 

)ss, 
COUNTY  OF  PULASKI   ) 


ACKNOWLEDGMENT 


On  this  day  before  me,  the  undersigned  officer,  personally 
appeared  John  Lathar-Sgrrptgrv  NWii^m  FiaifY-i;»i     known  to  me  to  be  the 
person  whose  name  is  subscribed  to  the  foregoing  Option  to 
Purchase  Real  Estate,  and  acknowledged  that  he  had  executed  the 
same  for  the  purposes  therein  contained. 

WITNESS  my  hand  and  official  seal  this  5Ut    day  of 
May ,  1986. 


My  Commission  E.xpires 
Accjst  26.  199] 


tiotAffy    Hub  I  I  L       / 
Donottiy  £. /Jlliyer  / 
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195 

P  J   A.      This  is  also  a  letter  to  Mr.  James  B.  McDougal  signed  by 

E 

I  2       Seth  Ward. 

I  3   Q.      Before  this  lawsuit  began,  had  you  ever  aeen  Plaintiff's 

'  4   Exhibit  4  before? 

t 

Is   A.      No,  I  had  not. 


6  Q.      Would  you  look  at  the  next  exhibit  that  I've  placed  in 

7  front  of  you,  what's  been  introduced  as  Plaintiff's  Exhibit  5. 
e  1  believe  that's  a  copy  of  the  letter  that  you  said  you  typed 
9  for  Mr.  ward? 

'■10  A.      That's  correct. 

Ml  C-      In  addition,  the  word  "void"  and  some  initials  appear  on 

fl2  it? 

'  13  A.      Yes ,  ma  '  am. 

I 

ilA  C.      Had  you  ever  seen  this  document  with  "void"  written  on 

I 

;15  it   before    Hr .    v;ard   brought    this    lawsuit? 

I 

flC  A.      No,  I  had  not. 

f 

;  17  0.      How,  your  present  position  with  Madison  Guaranty  is 

|ie  legal  officer? 

rl9  A.      Yes,  ma'am. 

I  20  Q.  And  what  type  of  work  does  a  legal  officer  do? 

21  A.      Legal  matters  come  to  me,  and  I  in  turn  refer  them  to 

22  various  law  firms  and  attorneys  for  litigation.   And  I'm 

'23  responsible  for  gathering  in  investigation  of  these  natters  and 

2<  referring  the  documentation  to  the  attorney. 

25  C.      Are  you  familiar  with  the  files  of  Madison  Guaranty  and 
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I 

1  Madison  Financial  Corporation  through  this  position? 

2  A.      Yes,  I  am. 

3  0.      Have  you  looked  through  the  Madison  Guaranty  and  Madison 

4  Financial  Corporation  files  at  my  request  to  see  if  either  the 

5  letter.  Plaintiff's  Exhibit  5,  marked  void,  or  the  letter  that 

6  you  did  not  prepare.  Plaintiff's  Exhibit  4,  appears  in  those 

7  files? 

8  A.      I  did  not  find  a  copy  of  either,  no. 

9  0.      I  would  like  to  go  now  to  early  1986,  January,  February, 

10  in  there.   Were  the  Federal  Home  Loan  Bank  examiners  scheduled 

11  to  arrive  at  Madison  Guaranty  in  February  of  1986? 

12  A.      Yes.   We  had  indications  that  they  were  preparing  for  an 

13  examination  at  that  time,  yes. 

14  0.      Did  Mr.  McDougal  do  anything  to  get  ready  for  the 

15  arrival  of  the  examiners? 

16  A.      Yes.   There  was  considerable  preparation  to  get  prepared 

17  for  the  examination. 

18  0.      Did  he  change  locations  as  a  result  of  the  examination 

19  that  was  coming  up? 

20  A.      Yes,  he  did. 


0.      Where  did  he  go? 

A.      He  vacated  the  offices  at  the  savings  and  loan  building 

and  moved  to  a  sales  office  at  the  Castle  Grande  Estates. 

There  was  a  sales  office  for  the  financial  corporation  that  was 

established  there,  and  he  moved  his  office  there. 

SEN  33007 


1587 

7016 


1  didn't  know  how  to  run  the  bank  and  I  had,  from  late  1984 

2  on,  I  was  not  an  officer  or  a  director  at  the  bank.   I  was 

3  only  doing  the  land  development  euid  they  ran  the  savings 

4  and  loam. 

5  Q.    There  was  testimony  --  well,  strike  that,  Mr.  Jahn 

6  doesn't  weint  the  testimony.   Did  you  move  your  office  from 

7  the  physical  pleuit  at  16th  auid  Main  Street  to  the  sales 

8  office  at  Castle  Sewer  amd  Water  in  the  early  part  of 

9  1986? 

10  A.    Yes,  sir. 

11  Q.    Were  you  fleeing  the  examiners? 

12  A.    No.   The  examiners  weren't  there  when  I  moved,  but  I 

13  knew  they  were  coming,  amd  I  knew  they  wanted  a  large 

14  room,  as  they  always  do,  to  meet  in.   Actually,  my  office 

15  was  the  board  room  at  the  bank,  amd  there  was  a  big  taible 

16  and  big  chairs  amd  lots  of  room  to  accommodate  the  eight 

17  or  ten  people  they  had  with  them.   For  years  I  had  been 

18  spending  95  percent  of  my  time  in  the  field  building  roads 

19  amd  doing  what  we  had  to  do  to  develop.   And  remember,  we 

20  had  two  huge  developments.   We  had  a  thousamd  acres  at 

21  Maple  Creek  right  down  the  road  and  we  had  Castle  Gramde 

22  of  about  a  thousand  acres.   So  from  a  practical  standpoint 

23  I  was  there  all  the  time  anyway. 

24  Q.    Did  you  meet  --at  any  time  the  examiners  requested 

25  you  to  meet  with  them,  did  you  do  so? 
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ANNOUNCER:  January  30th,  1996. 

TED  KOPPEL:  [voice-over]  The  accusation?  Obstruction  of  justice,  knowingly 
withholding  subpoenaed  documents.  The  location?  A  book  room  on  the  third  floor 
of  the  White  House,  a  room  in  the  First  Family's  private  quarters.  One  clue?  A 
White  House  log  handed  over  today  with  the  names  of  all  the  people  who  might 
have  had  access,  from  Mrs.  Clinton's  chief  ©f  staff  to  Chelsea  Clinton's 
friends,  to  dignitaries  visiting  the  President.  Tonight,  the  mystery  of  the  lost 
and  found  records . 

ANNOUNCER:  This  is  ABC  News  Nightline.  Reporting  from  Washington,  Ted  Koppel. 

TED  KOPPEL:  Almost  exactly  two  years  ago,  a  subpoena  was  issued  for  some  billing 
records  from  the  Rose  Law  Firm  in  Little  Rock,  Arkansas.  These  are  records  that 
go  back  about  10  years  or  so  and  that  would,  it  was  believed,  shed  some  light  on 
how  much  work  attorney  Hillary  Clinton  did  on  a  particular  real  estate  deal,  and 
for  whom  she  did  that  work.  For  the  better  part  of  these  last  two  years,  those 
records  could  not  be  found.  Then,  seemingly  out  of  nowhere,  they  turned  up 
earlier  this  month  in  the  office  of  a  woman  named  Carolyn  Huber .  What  turned 
that  into  a  major  story  is  that  Ms.  Huber  works  at  the  White  House,  and  that  she 
says  she  found  the  billing  records  in  the  private  quarters  of  the  First  Family, 
found  them,  in  fact,  last  August,  right  outside  Mrs.  Clinton's  private  office, 
didn't  know  what  they  were,  packed  them  up,  didn't  realize  what  they  were  until 
a  couple  of  weeks  ago,  when  she  was  tidying  up  her  own  office. 

If  someone  has  been  deliberately  concealing  those  records,  that  would  be  a 
federal  crime.  The  White  House  says  that  a  surprisingly  large  number  of  people 
actually  had  access  to  the  Clintons'  private  quarters  last  August.  We'll  tell 
you  more  about  that  later,  but  we  want  to  use  most  of  our  time  this  evening  to 
put  this  latest  development  into  context .  We  begin  by  taking  something  both  the 
President  and  the  First  Lady  have  said  recently. 

Pres.  BILL  CLINTON:  I  just  would  like  to  ask  the  American  people  to  take  a  deep 
breath,  relax,  and  listen  to  the  First  Lady's  answers,  because  we've  been 
through  this  for  over  four  years  now,  and  every  time  a  set  of  questions  comes 
up,  we  answer  the  questions,  and  we  go  on,  the  American  people  are  satisfied, 
and  they  will  be  again. 


1589 

Nightline  (ABC) ,  January  30,  1996 

HILLARY  CLINTON:  ['20/20,'  January  20,  1996]  We've  had  questions  raised  for  the 
last  four  years,  and  eventually  they're  answered,  and  they  go  away,  and  more 
questions  come  up. 

CHRIS  BURY,  ABC  News:  [voice-over]  The  President  and  Mrs.  Clinton  complain  that 
the  questions  keep  changing,  but  the  controversies  over  Whitewater  and  the 
travel  office  have  stayed  alive,  in  large  part,  because  the  answers  keep 
changing,  too.  On  Whitewater: 

[April  1994] 

1st  REPORTER:  Can  you  tell  us  what  you  know  about  stories  about  shredding  of 
Whitewater  documents  down  in  Arkansas- 

HILIiARY  CLINTON:  Nothing. 

1st  REPORTER:  -particularly  at  the  giibematorial  mansion? 

HILLARY  CLINTON:  Oh,  that  didn't  happen,  and  I  know  nothing  about  any  other  such 
stories . 

2nd  REPORTER:  [crosstalk]  know  nothing  about  documents  relating  to  Whitewater 
ever  shredded  anywhere  that  you  know  about,  or  authorized-  or  being  authorized? 

HILLARY  CLINTON:  Absolutely  not. 

CHRIS  BURY:  [voice-over]  But  this  month,  in  a  sworn  statement  to  the  Resolution 
Trust  Corporation,  Hillary  Clinton  said,  quote,  'It  appears  I  cooperated  with 
this  effort  '  to  dispose  of  such  files. 

On  releasing  documents: 

HILLARY  CLINTON:  [January  15,  1996,  'The  Diane  Rehm  Show,  WAMU  Radio]  We 
actually  did  that  with  The  New  York  Times.  We  took  every  document  we  had,  which 
again,  I  have  to  say,  were  not  many.  We  laid  them  all  out. 

CHRIS  BURY:  [voice-over]  On  January  15th,  Mrs.  Clinton  told  a  radio  interviewer 
all  documents  had  been  released.  Five  days  later,  the  White  House  issued  a 
statement  to  The  New  York  Times  saying  that  wasn't  quite  true. 

On  Castle  Grande,  Hillary  Clinton's  legal  work  for  a  land  deal  regulators 
describe  as  fraudulent;  in  May  1995  she  told  the  Resolution  Trust  Corporation, 
quote,  'I  don't  believe  I  knew  anything  about  any  of  these  real  estate  parcels 
and  projects.'  But  after  billing  records  showed  Hillary  Clinton  had  at  least  14 
conversations  with  Seth  Ward,  the  major  player  in  the  deal,  Mrs.  Clinton  told 
Barbara  Walters  she  knew  the  project  by  another  name. 

HILLARY  CLINTON:  ['20/20']  And  so  when  I  was  asked  about  it  last  year,  I  didn't 
recognize  it,  I  didn't  remember  it.  The  billing  records  show  I  did  not  do  work 
for  Castle  Grande.  I  did  work  for  something  called  IDC,  which  was  not  related  to 
Castle  Grande. 

CHRIS  BURY:  [voice-over]  That  is  not  how  Susan  McDougal,  the  Clintons'  former 
business  partner,  remembers  it. 
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SUSAN  McDOUGAL:  It  was  always  the  same  thing.  As  far  as  I  know,  IDC  and-  and- 
and  Castle  Grande  were  one  and  the  same. 

CHRIS  BURY:  [voice-over]  Later,  in  another  sworn  statement,  Mrs.  Clinton  said, 
quote,  'It  is  possible  that  I  did  once  know  something  more  that  would  be 
responsive  to  these  interrogatories,  but  if  I  did,  I  do  not  recall  it  now.' 

On  the  travel  office:  in  March  1994,  when  the  General  Accounting  Office 
investigated  the  firings  of  the  White  House  travel  staff,  Hillary  Clinton's 
attorney  said,  quote,  'She  had  no  role  in  the  decision  to  terminate  the 
employees.'  But  numerous  memos  from  various  White  House  aides  document  the  First 
Lady' s  wishes . 

We  need  'those  people  out...'  we  need  '...our  people  in.' 

The  First  Lady  was  concerned  and  desired  action.  The  action  desired  was  the 
'firing  of  the  travel  office  staff.' 

'Hillary  wants  these  people  fired.' 

In  her  first  interviews  after  those  memos  were  released,  Mrs.  Clinton  was 
adamant . 

HILLARY  CLINTON:  ['20/20']  But  I  did  not  make  the  decisions,  I  did  not  direct 
anyone  to  make  the  decisions .  But  I  have  absolutely  no  doubt  that  I  did  express 
concern,  because  I  was  concerned  about  any  kind  of  financial  mismanagement. 

CHRIS  BURY:  [voice-over]  But  by  the  next  week,  Mrs.  Clinton  had  all  but  conceded 
her  concern  amounted  to  an  order. 

HILLARY  CLINTON:  ['The  Diane  Rehm  Show']  Before  I  came  to  the  White  House,  I 
dealt  with  people  in  a  very  direct  way.  If  something  was  on  my  mind,  I  said  it. 
That  is  an  entirely  different  environment,  and  the  mere  expression  of  concern 
could  be,  I  guess,  taken  to  mean  something  more  than  it  was  meant. 

CHRIS  BURY:  The  First  Lady  has  conceded  her  answers  have  often  been  too 
lawyerly,  but  Mrs.  Clinton  has  not  acknowledged  how  her  own  instinct  for 
evasiveness  may  have  contributed  to  a  pattern  of  stonewalling  and  possible 
perjury  among  her  loyal  allies  at  the  White  House. 

TED  KOPPEL:  When  we  come  back,  Hillary  Clinton's  billing  records,  Vince  Foster 
and  the  suicide.  Chris  Bury  continues  his  report  in  a  moment. 

[Commercial  break] 

CHRIS  BURY:  [voice-over]  The  suicide  of  Vince  Foster,  White  House  lawyer, 
long-time  Clinton  friend.  Rose  Law  Firm  partner,  is  a  pivotal  event.  The  travel 
office  and  Whitewater  paths  intersect  in  his  office,  in  his  files,  on  his  mind. 
A  note  written  the  week  before  he  died  has  a  confessional  quality.  'I  made 
mistakes  from  ignorance,  inexperience  and  overwork.  I  did  not  knowingly  violate 
any  law  or  standard  of  conduct . ' 

Another  entry  in  a  personal  notebook  says,  'Defend  Hillary  Clinton  role, 
whatever  is,  was  in  fact,  or  might  have  been  misperceived  to  be.' 
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We  don't  know  exactly  what  that  means,  but  we  do  know  Foster  served  as  Hillary 
Clinton's  confidante  and  protector,  going  back  to  the  1992  presidential 
campaign. 

In  March  of  '92,  a  potentially  damaging  story  breaks  about  Hillary  Clinton's 
legal  work  for  a  failing  savings  and  loan. 

HILLARY  CLINTON:  My  firm  had  done  work  for  the  bank,  that's  right,  and  I  have 
done  work  for  the  bank  not  related  to  the  state  at  all,  all  right? 

CHRIS  BURY:  [voice-over]  Mrs.  Clinton  is  able  to  answer  such  questions  because 
Vince  Foster  has  obtained  the  firm's  billing  records.  Rick  Massey  is  the  Rose 
lawyer  who  helped  Foster  gather  documents. 

RICK  MASSEY,  Rose  Law  Firm  Attorney:  [January  11,  1996]  He  asked  me  why  it  was 
taking  so  long  for  me  to  get  the-  get  the  files,  and  I  told  him  I  was  copying 
them. 

WHITEWATER  COMMITTEE  MEMBER:  And  what  was  his  attitude? 

RICK  MASSEY:  He  was  impatient. 

WHITEWATER  COMMITTEE  MEMBER:  He  was  impatient? 

RICK  MASSEY:  He  was-  he  was-  he  was  seemingly  impatient.  He  wanted  the-  he 
wanted  the  records . 

CHRIS  BURY:  [voice-over]  We  know,  from  the  dates  stamped  on  them,  that  the 
billing  records  were  printed  out  February  12,  1992.  They  are  covered  with 
Foster's  handwriting  in  red  ink.  Most  are  bookkeeping  notations.  Hillary 
Clinton's  work  is  circled.  The  messages  are  cryptic,  such  as  'HRC-  this  suggests 
1st  matter.'  We  also  know  that  Webb  Hubbell,  the  former  associate  attorney 
general  and  Rose  partner  imprisoned  for  cheating  his  clients,  talked  about  the 
billing  records  February  24th  with  Susan  Thomases,  another  Hillary  Clinton 
friend  and  campaign  adviser. 

WHITEWATER  COMMITTEE  MEMBER  [?) :  Now,  do  you  know  whatever  happened  to  the  time 
records  that  Mr.  Hubbell  was  relying  upon  when  he  spoke  to  you  in  February  of 
'92? 

SUSAN  THOMASES:  [December  18,  1995]  I  never  saw  them.  I  never  got  any  precise 
information  from  them,  and- 

WHITEWATER  COMMITTEE  MEMBER:  Did  you  ever  hear  what  happened  to  them? 

SUSAN  THOMASES:  I  never  heard  what  happened  to  them. 

CHRIS  BURY:  Whatever  happened  to  those  records  is  a  mystery  investigators  have 
been  trying  to  unravel  for  more  than  two  years.  They  were  not  among  the 
documents  Hubbell  took  to  Washington  and  later  turned  over  to  investigators.  The 
only  other  person  known  to  have  the  billing  records  is  Vince  Foster,  and  that 
gives  rise  to  a  Jlepublican  theory  that  Foster  had  custody  of  the  records  until 
his  suicide. 

Sen.  ALFONSE  D'AMATO,  (R) ,  Whitewater  Committee  Chairman:  How  did  they  find 
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their  way  to  the  First  Family's  residence?  Who  brought-  brought  the  Rose  billing 
records  to  the  residence  of  the  White  House?  These  records  may  have  been  taken 
from  Vince  Foster's  office,  because  we  do  know  that  Vince  Foster's  hsmdwriting 
is  all  over  them. 

CHRIS  BURY:  [voice-over]  Senator  D'Amato  has  asked  the  independent  coxinsel  to 
take  another  look  at  the  harried  actions  of  Hillary  Clinton's  aides  following 
Foster's  suicide,  including  Margaret  Williams,  Hillary  Clinton's  chief  of  staff. 

(July  1995] 

Sen.  JOHN  KERRY,  (D) ,  Massachusetts:  Did  you  carry  out  folders  from  Vince 
Foster's  office  on  the  night  of  the  20th? 

MARGARET  WILLIAMS:  No,  I  did  not. 

Sen.  JOHN  KERRY:  Did  you  carry  out  something  like  folders  on  the  night  of  the 
20th  from  Vince  Foster's  office? 

MARGARET  WILLIAMS:  No.  I  do  not  recall  carrying  out  folders. 

Sen.  JOHN  KERRY:  Did  you  carry  out  three  to  five  inches  of  files  from  Vince 
Foster's  office  on  the  night  of  the  20th? 

MARGARET  WILLIAMS:  No,  I  did  not. 

CHRIS  BURY:  (voice-over]  Williams  was  disputing  testimony  from  a  Secret  Service 
guard  whose  claim  that  she  took  files  from  Foster's  office  may  now  be  seen  in  a 
different  light. 

HENRY  O'NEIL,  U.S.  Secret  Service:  (July  1995]  She  was  carrying  what  I  would 
describe  in  her  arms  and  hands  as  folders.  She  had  them  down  in  front  of  her  as 
she  walked,  down  to  her-  in  the  direction  of  where  I  was  standing. 

CHRIS  BURY:  [voice-over]  The  Senate  Whitewater  panel  remains  curious  about  the 
flurry  of  phone  calls  soon  after  Foster's  death  among  Hillary  Clinton,  Margaret 
Williams,  Susan  Thomases  and  Bernard  Nussbaum,  the  White  House  counsel.  Hillary 
Clinton,  in  her  interview  with  Barbara  Walters,  denies  issuing  any  orders  to 
interfere. 

HILLARY  CLINTON:  ['20/20']  There  were  no  documents  taken  out  of  Vince  Foster's 
office  on  the  night  he  died,  and  I  did  not  direct  anyone  to  interfere  in  any 
investigation.  I  know  very  well  what  we  were  talking  about.  We  were  grieving,  we 
were  supporting  each  other. 

CHRIS  BURY:  [voice-over]  But  last  summer,  the  Senate  Whitewater  committee  was 
told  by  Bernard  Nussbaum' s  assistant  that  Hillary  Clinton  made  her  concern  clear 
in  conversations  with  Nussbaum  and  Susan  Thomases. 

STEPHEN  NEUWIRTH,  Associate  Counsel  to  the  President:  (August  1995]  My 
understanding  was  that  Mr.  Nussbaum  felt  that  Ms.  Thomases  and  the  First  Lady 
may  have  been  concerned  about  anyone  having  unfettered  access  to  Mr.  Foster's 
office. 

CHRIS  BURY:  (voice-over]  Under  oath,  loyal  insiders,  including  Margaret 
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"Williams  and  Susan  Thomases,  could  not  or  would  not  recall  their  conversations 
or  meetings  with  Mrs.  Clinton. 

MARGARET  WILLIAMS:  For  me,  it  was  a  part  of  my  job,  and  I  do  not  remember  every 
single  time  I  have  seen  her. 

SUSAN  THOMASES:  I  don't  really  remember  seeing  the  First  Lady  that  day. 

CHRIS  BURY:  [voice-over]  The  Senate  Whitewater  committee  is  now  considering  a 
recommendation  of  perjury  to  the  independent  counsel. 

[interviewing]  Can  not  remembering  be  construed  as  perjujry? 

JONATHAN  TURLEY,  George  Washington  Law  School:  Most  certainly. 

CHRIS  BURY:  [voice-over]  Jonathan  Turley  is  a  law  professor  at  George  Washington 
University. 

JONATHAN  TURLEY:  This  was  not  another  day  at  the  White  House.  Somebody  had  just 
died.  There  was  a  whole  investigation  going  forward.  Some  of  these  conversations 
were  with  the  First  Lady.  And  so  a  jury's  going  to  look  at  that  and  say,  'You 
know  what?  I  think,  if  my  best  friend  just  shot  himself  and  I  got  a  call  from 
the  First  Lady,  I  think  that  would  stick  in  my  mind.' 

CHRIS  BURY:  (voice-over]  The  problem  is  not  just  a  potential  for  perjury  on  the 
part  of  Hillary  Clinton's  aides.  The  mystery  of  the  missing  billing  records 
raises  the  ante.  Now  the  Clintons  must  worry,  too,  about  a  criminal 
investigation  into  whether  someone  inside  the  White  House  obstructed  justice. 

TED  KOPPEL:  When  we  come  back,  the  list  of  names  turned  over  by  the  White  House, 
a  list  of  people  who  had  access  to  the  private  quarters  of  the  White  House,  in  a 
moment . 

[Commercial  break] 

CHRIS  BURY:  [voice-over]  In  an  unprecedented  spectacle,  the  First  Lady  testifies 
before  a  federal  grand  jury  about  the  mysterious  appearance  of  her  billing 
records  for  the  Rose  Law  Firm. 

HILLARY  CLINTON:  I,  like  everyone  else,  would  like  to  know  the  answer  about  how 
those  documents  showed  up,  after  all  these  years. 

CHRIS  BURY:  [voice-over]  The  Senate  Whitewater  hearings  revealed  those  documents 
were  held,  and  perhaps  hidden,  by  someone  with  access  to  the  White  House  living 
quarters . 

MICHAEL  CHERTOFF,  Whitewater  Republican  Counsel:  Someone  had  taken  those 
documents  from  wherever  they  had  been  kept  earlier,  and  had  deliberately  put 
them  on  that  pile  of  books? 

CAROLYN  HUBER,  Special  Assistant  to  the  President:  Someone  had. 

MICHAEL  CHERTOFF:  They  didn't  get  there  by  themselves. 

CAROLYN  HUBER:  No. 
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CHRIS  BURY:  [voice-over]  That  raises  the  real  possibility  of  a  federal  crime, 
obstruction  of  justice,  inside  the  White  House,  according  to  former  prosecutors 
and  legal  experts. 

JONATHAN  TURLEY:  There  is  a  serious  question  of  obstruction  here.  In  a 
conventional  case,  a  U.S.  attorney  would  very  likely  pursue  these  types  of 
allegations.  All  they  have  to  show  is  that  there  was  a  conscious  effort  to 
withhold  information  or  to  conceal  it.  You  can  make  that  case  out  by 
circumstantial  evidence.  This  is  not  one  of  those  cases  where  you  need  a  smoking 
gun. 

CHRIS  BURY:  The  questions  now  before  a  grand  jury  are  serious  for  two  reasons. 
Hillary  Clinton's  billing  records  had  been  among  documents  under  subpoena  since 
February  1994,  so  whoever  had  them  was  breaking  the  law  by  keeping  them  from  the 
independent  counsel.  And  the  documents  were  discovered  in  a  part  of  the  White 
House  normally  off-limits  to  all  but  the  First  Family,  invited  guests  and 
personal  staff. 

(voice-over]  The  book  room  where  the  billing  records  were  found  is  in  the 
third-floor  living  quarters  of  the  White  House,  adjacent  to  a  maid's  linen  room, 
an  exercise  room,  and  Hillary  Clinton's  private  study.  In  the  room  are  two 
filing  cabinets  and  a  table  where  the  folded  116 -page  document,  five  or  six 
inches  thick,  was  found  last  August  just  as  the  Senate  Whitewater  hearings  were 
getting  underway.  It  was  discovered  by  Carolyn  Huber,  the  Clintons'  director  of 
personal  correspondence  and  a  former  office  manager  at  the  Rose  Law  Firm. 

CAROLYN  HUBER:  And  over  on  the  edge  of  the  corner  was  these  documents,  and  I  saw 
'em,  I  just-  they  were  folded,  I  didn't  open  'em,  I  just  picked  them  upland 
plumped  them  down  into  the  box. 

CHRIS  BURY:  (voice-over]  But  why?  And  under  whose  directions?  Huber  said  it  was 
part  of  her  job  to  catalog  items  left  in  the  room. 

CAROLYN  HUBER:  I  just  picked  them  up  and  plumped  them  down  in  that  box  that  was 
already  there  with  the  knick-knacks  on  it. 

MICHAEL  CHERTOFF:  Why  did  you  do  that? 

CAROLYN  HUBER:  'Cause  I  thought  it  was  something  I  was  supposed  to  file. 

MICHAEL  CHERTOFF:  You  thought  it  had  been  left  there  for  you? 

CAROLYN  HUBER:  Yes,  I  thought  it  had  been  left  there  for  me  to  take  down  to  put 
in  the  file-  you  know,  to  file  in  the  filing  that  I  do. 

CHRIS  BURY:  [voice-over]  Republicans  on  the  Whitewater  committee  and  the 
independent  counsel  are  anxious  to  know  how  the  documents  got  to  the  White  House 
living  quarters  and,  of  course,  who  put  them  there. 

Sen.  LAUCH  FAIRCLOTH,  (R) ,  North  Carolina:  Now,  she  did  not  find  these  billing 
records  on  the  turnstile  at  the  Metro.  She  found  them  in  the  most  secure  room  in 
the  entire  world,  the  third  floor  of  the  White  House. 

SUE  SCHMIDT,  'The  Washington  Post' :  Very  few  people  had  access  to  this  room. 
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•The  Clintons,  their  overnight  guests,  their  servants,  the  butler,  the  ushers. 
The  universe  of  people  that  could  have  had  their  hands  on  these  documents  is-  is 
limited,  if  you  credit  her  testimony.  And  also,  that  room,  the  book  room,  as 
it's  called,  is  next  door  to  Mrs.  Clinton's  office  in  the  residence,  and  there  s 
a  file  cabinet  in  the  book  room  that  contains  the  Clintons'  personal  financial 
records . 
MARK  FABIANI  [sp?] :  It's  certainly  not  Grand  Central  Station.  On  the  other  hand- 

CHRIS  BURY:  [voice -over)  But  Mark  Fabiani,  a  White  House  lawyer,  says  the 
residence  does  get  plenty  of  traffic. 

MARK  FABIANI:  It  is  a  good  number  of  people  who  go  through  there  on  any  kind- 
amTnumber  of  kinds  of  business.  For  example,  people  who  are  overnight  guests  of 
the  First  Family,  people  who  are  doing  work  in  the  area,  people  who  are 
maintaining  the  area,  staff  members  who  come  into  the  area  for  meetings. 

CHRIS  BURY:  [voice-over]  But  he  won't  give  names,  or  even  numbers, 
[interviewing)  Is  it  possible  to  just  say,  roughly,  how  many  people  had  access 
to  this  area? 
MARK  FABIANI:  It  is  not  just  a  few  people.  It's  more  than  a  few  people.  I  think- 

CHRIS  BURY:  Ten,  15? 

MARK  FABIANI-  Aqain,  I  don't  want  to  get  into  a  game  where  we  start  to 
^mulStf  theolfes'that  are  not  borne  out  by  ^i'%  ?-"  -"%-^f  ^^aon-r^ow 
careful  to  tell  people  what  we  do  know,  and  to  tell  people  what  vre  don  t  know. 

CHRIS  BURY-  Niqhtline  has  learned  that  a  preliminary  check  of  the  Secret  Service 
^d  Wh!^  Housfusher  logs  has  turned  up  as  -any  as  100  names  of  people  admitted 
to  the  White  House  residence  in  a  20-day  period  last  August .  On  that  list  are 
visiting  dignitaries  and  insiders,  including  Hillary  Clinton  s  top  aides  and 
perhaps  the  very  name  of  the  person  who  can  solve  Washington's  biggest  mystery. 
Ted? 

TED  KOPPEL:  When  they  talk  about  all  the  people  who  have  had  access  to  the 
private  quarters,  are-  are  we  to  believe  that  they  actually  have  access  to  the 
plrticul^  Irea  ^e're  talking  about,  right  outside  Mrs.  Clinton's  private 
office? 

CHRIS  BURY:  Well,  the  White  House  says  that  access  to  the  book  ^oom  is  not 
individually  noted,  but  we  know  that  that's  an  extraordinarily  select  area^  I 
mean,  one  former  White  House  official  told  us,  'You  need  a  pass  from  God  in 
order  to  be  up  there . ' 

TED  KOPPEL:  So,  when  they're  talking  about  this  list  of  =1°««  "  J°°  lUlll'rs 
we're  talking  about  some  of  the  downstairs  private  quarters,  not  the  upstairs 
private  quarters. 

CHRIS  BURY:  We're  talking  about  the  entire  White  House  ""^ence  which  includes 
much  of  the  second  and  third  floor,  and  the  part  on  the  lower  level  where 
foreign  dignitaries  and  other  visitors  come  in. 
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TED  KOPPEL:  I  also  have  trouble  envisioning  one  other  aspect  of  this,  Chris,  and 
that  is  that  a  construction  worker,  for  example,  even  if  he  or  she  were  up  there 
working  in  that  area,  would  not  be  noticed  by  a  Secret  Service  agent  if  he  or 
she  suddenly  came  walking  around  with  a  handful  of  documents. 

CHRIS  BURY:  Absolutely.  I  mean,  it's  hard  to  believe  that  116  pages  of  documents 
five  or  six  inches  thick  is  going  to  fall  out  of  a  construction  worker's  pocket 
up  there.  And  I  think  it's  interesting  to  note  whom  Kenneth  Starr,  the 
independent  counsel,  has  called  in  to  investigate  these  records.  He's  called  in 
the  head  usher,  who  might  know.  He's  called  in  Mrs.  Clinton's  personal  attorney. 
He's  called  in  the  White  House  lawyer  in  charge  of  producing  these  documents.  So 
those  indications  are  that  Kenneth  Starr  is  already  narrowing  the  search,  and  I 
doubt  if  he's  going  to  be  calling  many  of  the  visiting  dignitaries  who  showed  up 
at  the  White  House  in  August . 

TED  KOPPEL:  We  should  make  the  point,  I  guess,  Chris,  that-  that  there  is  no 
suggestion  at  this  point  that  Mrs.  Clinton  herself  is  facing  any  criminal 
investigation . 

CHRIS  BURY:  Absolutely.  She  was  called  before  the  grand  jury  for  about  three  and 
a  half  hours.  She  has  not  been  notified  that  she's  the  target.  But  we  do  know 
that  she  testified  during  that  time  primarily  about  what  happened  to  these 
mysterious,  you  know,  missing  and  reappearing  records. 

TED  KOPPEL:  And  when  all  is  said  and  done  now,  we're  not  really  talking  about 
Whitewater  anymore,  we're  not  really  talking  about  Travelgate  anymore,  now  it's 
something  that  has  happened  within  a  very  discrete  period  of  time,  within  the 
past  two  years . 

CHRIS  BURY:  This  is  a  tangible  thing  that-  that  people  can  get.  This  is  about  a 
coverup  inside  the  White  House  in  one  select  room  populated  by  the  First  Family, 
their  immediate  staffs,  perhaps  some  close  friends.  It's  a  very  select  circle. 

TED  KOPPEL:  Chris  Bury,  thank  you. 

I'll  be  back  in  a  moment. 

[Commercial  break] 

TED  KOPPEL:  And  finally,  a  program  note.  Tomorrow,  on  Good  Morning  America, 
rumors,  questions,  and  concerns  for  a  computer  giant.  What's  next  for  Apple 
Computers?  Tomorrow  on  Good  Morning  America. 

That's  our  report  for  tonight.  I'm  Ted  Koppel  in  Washington.  For  all  of  us  here 
at  ABC  News,  good  night. 
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•  tated  /that  he  has^-^terTCLARENCE^TTCWiAM^uBe  cocaYne  approximately 

five  times  and/CfTat  STRAHAN  has  had  the  res^onslbilslty 

of  holding  hi^  (LASATER'a)  cocaine  on  nunerotw  occa^ons . 

He  stated  tKat  CLARENCE  STRAHAN  has  bought  cocWne  fbr 

him  approjr'ioately  three  or  four  times  but  that  tbe  money 

used  for/the  purchase  always  came  from  himself.  \    \ 

-/    /  Mr.  USATER  admitted  doing  cocaine  with  dEORCOE 
IIa£l  and  HERBIE  DOUGLAS  in  the  past,  with  one  of  the  occasions 
occurring  at  the  KING  ARTHUR'S  CLUB  on  Markham  in  1982 
or  early  1983.   He  did  not  recall  to  whom  the  cocaine  belonged 
at  the  time. 

He  is  familiar  with  LARRY  KELLY,  but  he  has  never 
done  cocaine  with  KELLY,  and  he  has  never  given  KELLY  any 
cocaine. 

He  is  unfamiliar  with  an  individual  bythe  name 
of  BUD  CaY.   Mr.  LASATER  advised  that  he  has  soorted  cocaine 
with  DON  BUZANOWSKI,  who  worked  in  the  Fort  Lauderdale, 
Florida  ,\  office.   He  snorted  cocaine  vitJyAda   on  one  ^r 
two  occarlons  and  has  given  him  cocaine  in  bunp  amountj. 

hVu  only  slightly  familiar  with  OMAR  BUTTARI 
as  BUTTARI  worked  in  the  Fort  Lauderdale,  Florida,  office. 
He  had  no  drug  dealings  with  BUTTARI. 

He  is  familiar  with  TOM  CARTER,  with  whom  he 
has  snorted  cocaine  on  several  occasions  in  which  the  cocaine 
would  be  both  his  and  TOM  CARTER'S  at  the  time. 

Mr.  LASATER  related  that  he  has  given  PAULA  COLLINS 
coc*lne  ranging  from  fifteen  (15)  to  twenty-five  (25)  times 
In  small  amounts.   He  denied  ever  ordering  CHUCK  BERRY 
to  give  PAULA  COLLINS  cocaine  but  was  aware  that  BERRY 
had  given  her  cocaine  in  the  past.   He  knows  PAULA  COLLINS 
as  belitg  the  former  wife  of  DAVID  COLLINS.   ^         \ 

Regarding  ROGER  CLINiON.  Mr.  LASATER  advised 
he  met  CLINTON  through  MITCHELL  WOOD  sometime  around  "^1981 
or  1982  during  the  time  CLINTON  played  in  a  band  in  the 
Hot  Springs  attu. — LLINION  Vis   employed  by  mm  at  one  time 
In  which  Governor  BILL  CLINTON  requested  LASATER  to  hire 
him:.   ROGER  CLINTON  was  employed  as  a  stable  hand  at  his 
Ocala.  Florida,  horse  farm.   Mr.  LASATER  stated  he  has 
doncj  cocaine  with  ROGER  CLINTON,  and  they  have  shared  their 
personal  supplies  of  cocaine  as  each  of  them  always  had 
It  with  them.  rBI-00003588 
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r  4111111*  truth." '■,.>   ■  •  •  iT'btirlk*!  o/ edWlO  IVor 

IVjOtlittbn  ibid  iHl  iiiry  h«  iol(i*'|U«(  tnd.tfftai'  tfolhc  In 
'Cocaine  to|Ande^ion  oh  iev«i-al;-,i^rln|i  elUb:^rjai(l  ho^ 
4.oeeailoni 

'•-HiKd  eoci|na..i»ttfni)»*'yy''''(<t  /"I" 

SiHltvAndiridh  uiad  ipproil-^'litied  beeiute  hd  did  nitihttij': 
lA^l^i^llj'L'I'' P^''*'*^^^  *'**'  ^*    moner  to  pay  Rodrlriai  i  I  i 
ghtibrM«lii.  After  borrowint  the  Money 

Ndtriatt  It  lieuikd  of  pui'-  froin  Laitter,  Cllhton^ld  H^' 
ehifing  ebeiln*  from  Clinton  pild  Rodrl|u^i  MidOO^  T^«  t-eil  < 
,  *nd  Maurice  Rodriguai;  20,  of  of  the  money  Itehl  to  paf  bther 
UNewYorkClty..-'' M    ''     V;' 'f  i«>*Wi,heiald,5AV  ^  ':    I  i  1  ,,;' 


« 


fel«- 
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By  JERRY  MITCHELL 

B-RHUffWrltor . 

Roger  Clinton,  28,  the  brother 
Of, Gov.  BJII  Clinton,  testified 
Monday  In  US.  District  CouH 
I  th^t  "my  life  and  my  family's 
'  life  was  In  considerable  Jeop- 
ardy" due  to  his  cocaine  debts. 

Rogel'  Clinton  told  his  best 
(irlend,  Dan  Lasater,  a  Florida 
businessman  and  racehorse 
Dinner,  nbOut  his  drug  debts, 
■nd  Lasater  loaned  lilm  $8,000, 
Clinton  testiOed  during  the  trial 
Bf  Sam  Anderson  Jr.,  28,  of  Hot 
.SprViigs,  a  local  attorney 
;hafgecl~-wUh  tocaliie  Ulstilbu- 
lon.  U.S.  District  Judge  Oren 
flarrls  Is  presiding. 
' '  aintoh  said  at  Hrst  he  tried  to 
protect  Anderson  when  Investl-^ 
[■tors  told  him  he  would  be  it' 
rested  during  the 

\}fi.  Attorney  Ass 


pleaded  gtlllly  toeohkplraey  to-  Clardy,  a  Br7ant-*itO>tle){rBpre^^ 
^distribute cocalna chafgei.  -..,■.)  .tenting  Andersonl Cll^ 

'-  ~"  ■      .  ti  '•■'■ : i-  'he  Oled  c««4ine  Iti  the  1 

VllhtOlislna.  Qeo.  ISaRei* 
already  pleaded  ■ullt^tbcO.'' 
^alne  chak-ges  -  tomettQrjg  he 
said  when  sentenced  JanJ2S, 
^-  When  asked  by  Olardy  phy  he, 
V'dld  not  tell  the  truth  about  k  co- 
tilnri  transaction  \»hlch>   Clln- 
*idtt  tbid  the  grand  jury  IdvcJved 
''^Afldkrson  and  look  plabfe  June 
''.37,  lOM,  he  replied  that  he  ^^asj 
In  a  "state  of  shock."  .':    'i    i    .  i 
,  The  government 'dripri*t(  the 
charge  of  dIHrlbuiing    (jocaihc, 
anet  Clardy  m«d  in  allbl  whidh . 
ihtl>»ed  AndeVsVo  *•*  'h  Foit' 


Wo,i;t^JUne27 


Myfttt 


Cllnlon  ilso  pleaded  guilty  to 
one  countroC,  dlttfltiUtlng  eov 

H»  reoelMd  aiwo-year  prison 
f«HtChe^|   lAdLR«r4rigU 


bd  Clinton  why  he  is  teslllV- 
(now. 

jMy  life  was  slipping  away 
»m  me,  ..."  he  replied.  "1 
BUght  I  had  a  friend  In  Sam 

Clinton  then  broke  into  tears; 


Cllnlon  alad  received  a  Ih 
liulchlnson  'year  suspended  sentence. 


Clintori  said  Monday  he  mkt 
slipping  into  debt  with  Rodri- 
guez and  "this  was  causing  fVlc- 
tlon." 

Clinton  then  arranged  to  buy 
10  to  19  odnce<  of  cocaine  for 
him  and  Anderson  from  Rodrl- 


•'1  want  to  be  honest  With 'gue?:,  with  Ihe  majority  of  the  oo- 
myseif  This  Is  a  very  good  .step  ««lne  to  go  to  Anderson,  Clinton 
In  that  direi'linn  ....  It's  a  step  lo    (aid. 


Clinton 


■nej:^^  c^Y... 
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*ttdw  kb«ot  todtyT"  CUrdy   cilne  on  June  20 
■iked.  "Ar*  you  f  till  In  ■  lUte  of  Meyert  tVom  Andersen. 


1084i  for  timony la  imlevanL 


ihockT 

"Quite  (yanUy  I  am,"  Clinton 
replied. 

:.'^  Cllntoiv-nld  h«  lold  eocelne 
to  gove^RtnKnt  IHrormtnt  Rod- 
ney Mey«rt\on  three  occttlona 
for  threeigrVns,  wllh  prlcea  be- 
tween $100  mM  1190  per  gram. 
Cllntonjicldvhe  bought  the  eo- 


er  to  let  Him 
ilnlumi.rl 
itked  If  M? 
•Id  for  ehll 


Ing  condom 
lOUrdytt 
jdughi  hlk 

governor's  help  Ih 
building  ban. 


Harrii  tuatained  the  o 


)b]e^' 


Clinton  laid  he  took  kt  il  joke  •  tlon.  •  '  ■      \      -.  • 

Meyert  offer  to  let  Him  up)  sell-      Myers  testified  that  he  bought 

cocaine  ftrom  Clinton  on  June  M 

Tflrd  htrf   ahd  that Cllhton  told  hln  iheccK ;  I 
liatlng  the   ealne  Was  ffom  Anderson. '       "^ 
irt|ng  a  -     Myers  said  he  received  a  S200   / 
check  for  airfare  ftom  the  got-  / 


Mark  Webb,  of  thkl  U.S.  Altor-   emment  and  a  $200  check  for  atv' 
orrice.  objecti«j  to  Ihb  tea-  tending  the  trial.  "1  was  not;*'  ■ 

i  'paid  Infonnant" — — 

"'W^''  In  hH  Opening  italerteht, 
Hutchinson  told  the  Jurf  that 
<"*«#  will  kee  What  life  on  iHe  fksl . 
.  track'  In  Hot  Springs,  Ark.,  In 
''''1083  fcrid  IBW  was  like  -..  Erery 
"7'raat  traek  has  Its  end  snU  this 
•^brie  has  kn  end  In  this  Vourt- 
''^»""*  "■     '^ ■-' '       ' 


^nd  his  wife,  Debbie,  leave  the  federal  building 
'  recess.  (Photo  by  David  Vann) 


..'"Clardy  sfld  in  his  oprinlt?! 

..ttalecnenl  that  Andersoh  has') 

^used  cocaine  but  has  been  noti 

been  charged  with  that. 

V  Clardy  spent  most  or  nU'tlml 

attacking  the  credibility  of  Cllrn' 

Ion  as  t  witness  and  argued  thati 

'Clinton  decided  (o  use  Ander-I 

.son  as  a  "scapegoat."  : 

*.  :  A  rine-woman,  three-mai'i  Jury! 

'  was  selected  by  noon  Monday,' 

and  one  man  and  one  womatt' 

were  selected  as  alternates.  The 

trial  If  expected  to  last  saTerat- 

days,  possibly  a  week.  J 

Clardy  Hied  a  motion  Mondajn. 

requesting  a  determlnalion  of| 

whose  fingerprints  wer^  tound 

on  a  bag  of  cocaine  svrd  Id 

Mkyers  June  20.  The  gO 

ment  said  In  a  motion  Pyiday 

that  the  rtngerprints  were  Dl(t 

Anderson's.  | 

Clardy  said  In  court  Monday' 
ha  will  uall  Iht  lab  technician' 
who  examined  the  bag  to  deter 
mine  whose  fingerprints  they, 
lire.  : 

Clardy  also  requested  permls-, 
alon  to  play  rldeolaped  eonrer-' 
satlons  between  Clinton,  Meyers 
and  utli^rs  and  lueiuasd  bUmer-7 
dus  pages  of  transcript  from 
.those  conversations  In  the  court 
record.  * 

,  „  Jhe  trial  will  resume  at  0:30 
f  .ita.  loidly  In  federal  court 

Rddrlguet  may  testify  for  the 
prosecution  during  today's  pro-< 
ceedlnga..         ^ 
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filled  Slalei  of  America  »i 


^"" J,     PAH  a.  USAin  _ 


United  ^tates  District  Court  i« 

the_E*£t^^B_01jjtr^zt_ojE_Ark«_Da« 

u-ca-jo— 158  (:) 


JUDGMENT  AIMD  PROBATION/COMMITIVIEIMT  ORDER 


In  iht  pruence  o(  lh»  <(iom«v  for  lh«  |ov(rnm«n( 
lh«  dt(end«ni  4pp*«r*d  <n  pcnon  on  this  datt  — ^ 


MONfH  0A1  TIAJ 

Occeaber   18,      1986 


L 


WITHOUT  COUNSf  I 
U&J  WITH  COUNSCL     I 


How«v«r  rh«  court  jdvi««d  d«t  'rcJam  of  nghi  to  counwl  jntf  ^tkrd  wri*irt«t  dr^fndjni  dmrfd 
couft»*l  «oooinif4  bv  th*  coun  jnd  thodvfendini  theftupon  w<iv«dlMi 

^yiy'"jj._?ii?£f! ^. 


IHtftdjni 


I  CUIITT.  «nd  the  court  b«<n|  utitlied  that 
there  n  j  factual  basis  for  the  plea 


JNOlOCONTfNOfRI. 


There  beift|  a  fmdmi 


I  NOT  CUIirr.  Defendant  is  discharged 


J  CUIITT. 


PROMnOf 
OMXII' 


SPfCIAl 

CONBTTONS 


OeiendanthasbeenconvictedascharteJoiiheoiienieiiioi    Itnowlngi/    and     Intentionally    COnS^ 

>to  poiscas  and  to  distribute  cocaiae,  a  Schedule  II  drug  in  violatioa  ;: 
21  use  .844(a)  &  846. 
J  -i  — 

•    »*;V^.U  TC.    73  -~llll3T8i- 

The  court  sihfd  whether  dvsendant  had  anvinm^  'o  w*  *'^v  udtmmi  mould  "^oi  3»  conouncvd  B#caui*  '^n  twi;  c-eni  ciuse  :o  :he  conrj 
Aai  !>««».-  II  i0tte«ied  to  •h»''5ufl  f***  5ur  jc  fc,ateo  ■*»  je'*'^o*ni  4um;v  ji  'r>4f4«d  jnd  conv.c:«a  j-j  ,-j*'eo  'hat  The  dei^'^ca- 
'lerta|,^'^toue# -0  JeCwiKidv  oi  ii**  *  domes  ■,-«#. an*  ■•  wu(nor>ied  r*oi»*e"iii>se  loi  .moruonmem  --fij-'jo'      (30)      ttlift* 

iflonths. 
>     IT  IS  rURTUER  ORDERED  tbat  a  $50.00  ass^a^atnt  bs  imoosed  pursuant 
-to  It  use- 3013  to-be  collected' bjr  ChBL-U-.S.  Attocn^V- 

Execution  of  sentence  oi  ioprisonment  is  hereby  :>tavea  until  nocr . 
rhursaay,  January  15,  1987,  at  wnicn  tine  he  st»«ii;  cepoct  to-,  or  the 
'irectlsa  ot,  tne  L'nitea  itates  .iarsnal  at  Little  Rocic.  '.:■ 

defendant  will  refaai..i  on  same  v;ona  until  c.^.st  date. 


-mED 


-t  r;^ 


Li.  l,o«»««.n.wm 


:OMM<TMENT  I    the  defendant  be   Incarcerated   In  FCIwEt.   Wtth,   Tx. 

4EN-   I    to  obtain  drug   rehablllcatlanCafaa    fdfMuikdilflfld  needs. 


j^,<m 


■  CAR!-  R-  E.«?E.\'rs,  a£.9K 


1jOOOCl.<f 
A  pi«  capi»  I  camp 

CAW.  ffc^MKyri  CUJOC 
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OF 

^OBATON 

-f-no         -■»"■«  ■^«  ■^<i.<-u(»'  f'OBdi  ^n  .- 

",.»-•  i„»— f  •"•  srreAi-o"  o»'  ?^ 

O^r^i^-   ^' 


■«»00*»«    J"    i****©*"!    r><t>0 


I  havo  »»ec-ied  the  ^nhm  lud^meni  anc  Commitmeit  a  folio** 
Deienoar:  cemefec  on o    . 


Detenflant  -cted  jooeai  on 
Oe'onr^ant  '"'^aied  on 


Jei^ncan;  s  iooeoi  t;etefinin(! 


F  I  L ED 

FED  0  2  1997 
CARL  R^BRuiTi  O^ 

0' 


^ jo4JlS«"'-'**'f^_iiSHi£yJl.'_ii?' o   Federal  Correctional  Instif-i: 

Fort  '«orth.  Texas k,  ,„,tit.,r  -.■  \"-'tnx:»>:  ~ 
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DanR.  Lasater  January  23,  1985 


The  Honorable 

Bill  Clinton 

Governor 

State  Capitol 

Little  Rock,  Arkansas  72201 

Dear  Governor: 

Since  our  January  U,  1985  meeting  I  have  been  to  Angel  Fire 
for  the  Special  Winter  Olympics.  I  am  sorry  to  have  missed 
your  inaugural  activities  and  want  to  take  this  opportunity 
to  again  wish  you  well  in  this  term. 

To  confirm  our  conversation  of  January  U,  it  is  my  under- 
standing that  you  will  be  appointing  Donald  M.  Spears,  an 
attorney  in  Malvern,  to  the  Arkansas  Housing  Board  and  his 
appointment  will  endure  any  change  in  structure  01  the 

Members  of  my  staff  have  been  working  with  Bill  Woodyard 
and  others  in  that  firm  in  an  effort  to  help  workout  finan- 
cing details  to  assist  to  you  in  your  efforts  to  aavance 
economic  develooment  in  the  State.  If  they  nave  failed  in 
furnishing  the  information  you  need  or  if  you  neea  adci- 
tional  information  please  do  not  hesitate  to  call  me  cr  have 
Maurice  call  Patsy. 

With  the  legislature  now  in  town,  I  know  your  schedule  is 
full,  uui:  I  always  enjoy  the  uppui  Luaity  to  vxoit  witu  you 
and  would  invite  you  to  come  by  for  lunch  or  a  drinK  any 
time.   Too,  let  me  offer  our  offices,  our  staff  or  our 
resources  to  you  for  the  entertainment  of  any  guests  from 
the  State  of  Arkansas  or  outside  of  the  State. 


312  Loiiisiunu  Street 

Little  RocU.  Arkansas  72201    . 

(501)376-0069 

DKSN026479 
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Lasater  Farm 


11629  S.E.  Co.  Hwy.  475  (lUjuC  <5^lVlA  6*-UULa,+\X<s> 

Ocala.  Florida  32674  ^^^\         V     i  / 

^pnone  904-245-2495  V)/^^ '^pUJLlA^    \>'^^ '^ 

-fiecember  14,  1985.^r/Vl/^"VV-^^.-0^^^ e^^ 


The  Honorable  Bill  Clinton 

Governor  of  Arkansas 

State  Caoitol  Building 

Little  Rock,  Arkansas  72201         

Dear  Sill : 

It  was  a  pleasure  to  see  you  yesterday  at  the  Hot  Springs   "Chr'st-nas 
to  Share"  Program  and  to  visit  with  you  by  telephone  last  nigh:. 

We  wanted  to  follow  up  with  the  details  of  our  conversation  in  this 
correspondence.     With  regard  to  the  dispersal   of  the  securities  owned 
Ijy  Mount  Hood  Pension  Fund,     National    Investors  Life  Insurance  ami 
National   Investors  Pension  Fund,  we  have  been  working  hand-in-hand 
with  their  personnel    toward  an  orderly  sale  of  their  holdings  and, 
i  n    f  aCt.,__we_harLdl  ed    the    first   S  ragp   of    fhp   Hi';ppr<;Al    in    Nrw^rnhP-- 
when  we  participated   in  the  liquiaation  of  S30  million  of  Illinois 
bonds.   The  Comoanies  have  been  our  clients  for  quite  some  time  and 
our  account  reoresentatives  are  very  familiar  with  the  portfolios 
which  is  extremely  important  in  the  sales  process. 

It  is  our  belief  that  an  orderly  dispersal   of  these  securities  will 
benefit  the  policy  holders  and  the  shareholders  of  these  Comoanies; 
Diereby,  benefiting  Arkansas  citizens  the  most.     To  date,  the  di-ioersal 
has  been  handled  within  theState;   therefore,  any  gains  or  losses  have 
remained  in  Arkansas. 

As  we  discussed,  rumor  has  it  that  co-managers  of  First  Boston  and 
Stephens   Inc.   will   be  appointed  the  first  of  the  year  to  consumate 
any  future  transactions   in  the  portfolio.     It  is  estimated,  that  there 
is  approximately  SI. 9  billion  of  debt  securities  which  it  is  expected 
will   be  sold,  and  if  First  Boston  is  apoointed,   it  will  mean  that  a 
larger  percentage  of  the  proceeds  will   be  leaving  Arkansas. 

Knowing  that  we  have  the  same  dedication  to  the  State  of  Arkansa'S,   I 
do  not  believe  that  you  will  want  this  to  happen.     However,  we  do 
understand  the  problems  which  you  face  at  the  Insurance  Commission; 
and -ars^cogmzant  tnat  you  may  have  dirncuity  in  maintaining  the 
status  quo  as  far  as  the  dispersal   is  concerned. 

Faced  with  that  reality,  we  hope  that  you  will   be  able  to  take  the 
initiative  in  strongly  suggesting  that  Lasater  &  Company  may  be 
included  with  First  Boston  and  Stephens   Inc.  as  a  third  co-manager. 
This  would  mean  that  a  majority  of  the  business  would  stay  in  Arkansas. 


DKSN027455 
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Page  Two 

The  Honorable  3iM   Clinton 

Oeceffloer  U,  1982 


With  regard  to  the  Board  of  the  Arkansas  Housing  and  Develooment  Agency,  it  is 
our  understanding  that  the  chairmanship  rotates  annually.     Based  on  this  under- 
standing, we  would  like  to  recommend  our  mutual   friend  George  Wright,,for  the 
chairmanship.     George  nas  exoressed  an  interest  in  the  chairmanship  and  we 
believe  that  he  wouls  take  the  time  and  devote  the  energy  necessary  to  do  a 
good  Job. 

In  addition,   it  is  our  understanding-  that  there  will  be  vacanctes  ifl-January 
on  the  AHOA  Board  and  we  would  like  to  strongly  recomnend  Dale  Taylor,  an  attorney 
^\  with  First  Commercial  'Mortgage  Company.     His  background  and  professional  caoabilities 
make  nim  particularly  suited  for  service  on  this  Agency  Board. 

During  the  recent  Soecial  Session,  legislation  passed  creating  a  commission  to 
study  the  possibility  of  creating  an  agency  similar  to  the  AHOA  to  do  public 
school   financing.     We  would  like  to  recommend  Michael  Drake,  Vice  Presi'lent  of 
Public  Finance  at  Lasater  a  Comoany  to  serve  on  the  Commission,     ^chael  was 
born  at  Judsonia,  Arxansas  and  his  undergraduate  degree  is  from  Harding  Ccrllece. 
,f1ichael  did  his  graduate  work  at  Wayne  State  University  in  Urban  Planning  and 
fiscal  Affairs  and  post  graduate  work  at  the  Harvard-MIT  Joint  Center  for  Urban 
Studies.     With  his  ecucational   background  and  his  knowledge  of  Arkansas  and 
fiscal  matte'"s,  we  believe  he  is  pe-fectly  suited  for  the  Cofnmission  and  that 
he  will  make  a  significant  contribution. 

Finally,  let  me  again  say  that  the  Insurance  Companies'   dispersal  of  its  holdings 
is  ve':/  imoc««nt.':3  Ji  iftd  w6  sirtCer*ly  hioe  that  tnere  is  some  way-Hs  make 
certain  that  we  do  net  lose  our  oosition. 

Again,  we_aooreciate  your  able  assistance.  — 

Sincerely.. 

Dan  R.  Lasater 
ORL/1 s 


cc:     Maurice  Smith 
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Lasater  &.CoiTipanv 

1  \  V  =:  ^  ~  V<  g  N  T  igl  3  A  ^  •<  £  R  S 


r  t s  TMizy     . : .     .^a  ; 


Tht  Honora:'. « 
Sill  C  L  i  n  :  3  r. 

Covtrnor  .     ..  ._  . 

S:a:c  C^p  :  :  s  1 

Li;::«  iazK,   AS  t::o: 

0«4  r  Gave  rao  r  : 

Thar,  ic  73C  very  such  Jsr  the  osportuatiy  :s  ».:  aow7.  »r<.  c  v.  s.: 
w.  :.-.  you  reg*r::ng  tns  air./  issues  fic:  ng  Ar<ir'.  jis  e  r.  c  r  e  1  i  :  :  ■ 
13  jriii  :r.  w -.:.-.  ;.aia;er  i  Ccoair. ;'  ca-  iss:s:  ycu  ■.  r.  ycur 
e::3r:s  :;  sriracte  *-:  cev-.o;  Ar.tansas. 


.r.  or;er  cc  3ax-.  =  .:>  jur  r  e  .  a  :  ;  3  n  s  .■  i  :  .  .  ;e.-.  eve  :.-.  a;  ■.  :  :s 
•  ssen:.  al  ;.-.  a;  ve  :a*e  ssae  3esi ;-.  ve  s:e:s  ::  se:  u:  $:e:::;: 

l;r.  es  3  1  c  3amur.  i  ia  :  ;  3  r.  z:    er.as'.  e  :e;r.  our  unse  r  s  :ar.£  •.  r.i^a^iri 
C3  3a.<e  i  uFi"~:  na  :  THTTe  . :.  r.  •  I  are  *e;:  oser.  tr.z    :ua;  :  i  ;r.  i.-.g  • 


"j  beg-.  7.  .  le:  3ie  sugjes:  ;ha:  Lasaier  1  Cosipany  b*  acv.  set  s: 
all  Jinar.ci  r.  I  orssosals  efiec:.  r.  g  :he  s:a:e  o:  Ar^ansij  tr.z 
s  u  g 2  e  s  :  :j^a.:  ? t  •  r — c  ;  r.  ;  a  ;  ; — person — t-r — 9-<fr — u  .  a  ■■.  y — r:: — ie  j  .*fl-:  i  -  g 


orter  .3    . 3  • 


• :  3 ; 


M  :  :  .1  a  i 


3  u  r — .  .  .u  .  a  .'.  y — rr: — Je  i  .i 
;  «  a  r.  c  D  a  r.  S  o  u  i  •••  . 


Sec3ndl/.  ve  have  ciscussei  ihe  ajsoiaiaer. ;   oi  Dor.  r.  •.  e  Spea 
:::.vs-  Ar<ar.  sas  Housing  Bsara  ant  1  i^f/t    C3n:iraei  our  jnce 
stancmg  regarding  :r.  e  a;30-.  ntaen:  m  ay  letter  3:  .'anuary 
15J;,  ant  I  van:  t:  again  reaftira  our  interest  anc  iesire 
seeing  Mr-  Sseirs  in  tnii  posit  i3n. 


Next,  let  ae  suggest  that  we  believe  it  vculi  se  1 
inter.es:  t3  sent  a  representative  of  your  sta::  t: 
A'-<ansas  Housing  anc  Development  study  oeeting  un. 
preteeCs  the  regular  meeting  of  tne  agency.  Soraa 
oeeting  occurs  en  tne  th.rc  Weinescay  of  eacn  aont 


»o  .:  r  3  e  s  t 


>  $  u  a  .  .  y 
tne  s  :  ■. 


Fourth,  ve  woulc  recomaeni  C3  you  that  competitive  pripesals  : 
required  on  the  up-coraing  AK3A  FKa/Va  financing  t3  permit  Hut; 
eo  submit  a  proposal.    It  is  important  for  us  ts  lcno«  tnat 
because  v:e — ha-v-e — a*it — e-jtm,: .  ..ui  .ii  s — r 


proposals  are  accepted,  it  would  leave 
in  an  untenaole  oositisn 


iTe  s  s  c  smpe  : 
Lasater  &  Csmsan' 
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Cover-,  cr 
•  «  3  r  u  i  r  ■■• 


.93; 


Din  So.u(:_y  ,  aha  is  vtr;^  :im:'.:iz    «'.:h  »:i:«  ^o  vt  rnme  n :_  ang  vaa 
serves  on  the  Can5:;:j::on4l  Convene  ■- an  •.  i  t     Looay-.  s;  inc 
he  '.  s  availasle  on  scra:egy  or  any  schcr  aa::ers  -.  n  wh:.cn  yoa 
believe  a-,  s  mpuc  uoulc  be  etfec:'.  ve-   Lee  ae  encourage  you 
C3  call  on  3an;  ais  exper-.  ence  and  tcnouLcdge  is  valuable. 


In  addirion,  ue  wouLc  be  aor:  coraforeabie  if  you  would  :aKe 

Che  appor:uni:y  or  as<  someone  on  your  s:a::  co  :aKe  che  o::or- 

Euni:/  to  appraise  ae  or  ay  staff  of  any  actions  by  yoc  or 

yo-ur  staff  pr:.or  co  any  public  announceaents  so  that  «e  w.Tl 

not  be  su'i-is*':  or  t  n  sone  instances  <iabarrassca  oecaus«  of  the 

announcement . 

Finally,  1  believe  ::  ueulc  serve  us  b  o  t .-.  well  to  have  regular 
aonjihly  meet-,  ngs  between  :.-.  4  two  of  us  to  Ciscuss  tr.  e  effe-ds 
of  Che  econosv  on  Arkansas    3ill,  '.    ca  not  as*  for  th.s  to  have 
undue  influence  or  to  try  to  apply  uncue  pressure  to  you  or 
your  Acatnistrat'-on  but  because  of  ay  background  in  business  ' 

b  e  1  1  e  V  e^-t..-_a-t 'i.  -c-as aait  e — a — ?-«-s-'- 1  ■.  ve — santri  a-uciofl — s-3 — y^-rr^i  n 

your  efforts  to  promote  a  better  climate  m  zhe    state  of  ^r^ansas 


:  n  e  o  p  p  o  r  t  u  n  i : 

anc  '.    hore  v; 


;a  sit  down  anc  d  i  s  c  .:  s  s 

1 1  1  1  act  f  a  V  3  r  a  3 ■ /  en  a ; 


a  e  e  t  1  n 


R  i  c  '<  '_  .  K  r.  0  X 
President 


DKSN027574 


1609 


■^-^^B'V^ifv^, 


fs-k^ 


%sC^  '^A>^SrlA  Lm-^jS-v 


LasaiEr&-Cbmpany 
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Lasater(SLCbrnpany 

INVESTMEN    T^,B     ANKERS 


AGENDA 


I.     Appointments 

a.  Arkansas  Securities  ConriTSSfoner 

b.  Arkansas  Housing  Development  Agency 

c.  State   Insurance  Comissioner 

II.  Legislative  Proposals 

a.  Ask  for  appointment  time  on  January  10,  to  discuss: 
1.  Expanded  powers  of  AHDA 


2.  School  finance 

3.  State  power  authority 


4.  Equipment  leasing 
.5.  Fund  Management 

5.  Additional  information 


\ 
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White  alleges 
Clinton  link 
on  securities 

Untrue,  governor  savs 

By  Mint  HanMn 

onrnt  itw  -      • 

Ttimk  WkHt.  IM  RtfiiMkiii  |u- 

WMiwMtr    (KM    C«<ini«r    liil 

k»ii4  kvtuH-M  I*  Lukwr  m4  C«i 
yiKf.  •  Ulitt  lack  ainuiim 
tai>M«|  flrm. 

Ht  tlH  (bu|t4  thu  OlMaa  IM 
iltm  Mt  K«*iR|  w»ii»»<  paliucii 
t«iiirlkM«l«n«    frafli    Arkanita 

■■■Mn  MM  iMM  tM  !•«  Rna 

IhM  fmdart  Ml  •Iff. 

ftmi^  —>4  Camftmy.  *tk«  kl|- 
I        nnanrtftl  kMb«f  t/  C1lM«ii ' 

iwow^y  fof  htm  tr*ry  (•Myutii, 
hw  nm>t<  1440  mlllMi  m  Hit< 
k«wd  butiftn*  pM1lctpft(l«M  tiAn 
IM3.  While  laid  In  •  tpttttt  i»  iM 
Csfotr  KIwtMtClvk. 

"tf  ih*r»  tiiyk««r  rjM  .hu  f»> 
c»**«d  mr  ''t«rt'  t*mt  thai  I  caj% 
nM.S«  «••>  I  itll  ma  lAal  ikia  tt- 
niRiHraiion  ran  t  k*  mnucMrvd." 
WKiu  tald.  kai«iK*nii(  u  hu  la(- 

(S** CHARGES a«  Ptft  IIA.) 


— mimSc^  191388 

Charges 


CoiMwnjao  '>o«w  *iq' 


l»  •* 


n«  liawt'  ConOlrta  •!  Imtiaaf 

Cltmafl  f  r«p*Mdad  l«  a  l«Uoh«nv 
IMarvitw  thai  il  «a«n  I  inia  that 
k*  had  dlrartrd  k<t>i<wn  la  La- 
•ataf  '*TK«  a«ily  iMa|  ihal  t  haw 
-dana  aa-Uiat-u. alt-la  la-<H|*  lha«  - 
«•  |l*t  (h«  maaimum  nvmttvr  af 
duallfl^d  oaapla  th«  chaac*  la  paf - 
ilcipaia. '  h«  laid 

"I  iMhh  Fraak  Whiu  •*««  hay- 
«ir«  laday  kacauM  h«  iiaa*«  h« 
|«t  ^aiad  lapi  iiifM"  danng  iht 
tafaviaad  |ua«niaianal  dakaia. 
Qlaiaa  (aid.  "II*  oanu  <a  •••  if  ha 
ci*  taiit  UM  cuhpaifii  la  a  m« 

Say«U'at«4tallllaa 
la«pandln|  la  rtpanm  ailtr 
kla  <pa««h  Whlia  laid  ih*  actual 
imaaai  of  Laaaicr  t  kuaihm  «aa 
la49  aulllon  sol  of  II  4  kllllea  in 
local  fcait  kand  laauva  liaco  19ft3. 
Th«  nfwrea  cam*  (roai  kaad  orcu- 
Ian.  h«  taid. 

Ma  accuaad  Oai>  1.  Laaaur.  •ha 
owha  Ih*  ln**«lrM*itl  oanaihf  firm. 
a(  ha«(n|  "a  ^try  ilfht  haid  o*«r 
lh«  |o«*rnor  •  offlcr  "  Whiia 
aai*d  «h*in«r  th*  oaitd  kualnaaa 
waa  o*iii|  iprvad  around  in*  tiai*. 
~B«fin«aa  haa  0««n  dirvctfd  to  mi 
firm.  It  tnaiealri  K*  ILaaaivrl  tt 
having  a  Mikaianual  uifluvnc* 
o«*r  u*  fo«*mor  t  office."  Whit* 
•aid.    : 

Epaa  Alaogiia 

Waotan  Cpn.  diractor  of  th* 
«»••  Dr^tlopmani  rinanct  Au- 
ihontjIL  "hith  handlao  moat  of  in* 
iiau  trvenu*  kand  iiau**.  dl»- 
putad  Whit*  icofnmrnis. 

To  Whiit  i  chari*  that  Laaairr 


Ihaniy  iim-*  IM3.  kul  th*  (*ni- 
pany  haa  iharrd  in*  undvrvrning 
af  Ih*  kand  iiau«i  xlh  Mhcr 
ntmt.  including  Slconant  H*  laid. 
Typicailr  M*  w  r<|M  ntmt  la- 
|*ih*r  iind*rwni*  ui  iiau*.  Cp«« 
•aid 

Ali*f  Whil*  loai  hii  cainoaifn 
far  govamar  m  N***nia«r  1 993.  h* 
want  la  «ark  for  Suphrna  aa  ih* 
h**d  a(  Ih*  paklk  lUianc*  «*pan- 


kad — pa^Kipaiad — -w  mm*  keng" 
ku»n*a>  than  a<n*r  flrma  iinca 
I9B3.  apn  laid.  "G*n*r*lly.  ii  § 
Inaccu^Ai*  Spfciflcalty.  ii  !a  fall* 
III  fac.  Stephana  haa  r*cai>*d 
mora  ^ainaaa  than  Laaatar  ha* 
line*  lfS3.  ta  xll  aa  line*  th*  k*> 
llnnin^of  thia  agency  ■"  II*  refer- 
red la  Mfpheni.  Inc  .  u>*  laf  g*  Ui- 
tie  Seel  kaaod  invetlment  k*nkif*g 
floa. 

Laaater  Sai  panlcipaied  In  It-I* 
million '•ertn  ef  kuainn*  out  af 
the  IS37  million  worth  of  kand 
kuiuioaa  hwidlad  ky  tA*  lut*  Aa- 


pal  band  kuaweaa.  Cpe*  taid  Jack. 
•aa  T  $l*eh*na.  a  partner  In  the 
campaay.  ha*  relied  mare  ihaa 
1 100  000  for  While  I  campaign. 

la  evrry  cia*  In  which  Laaater 
aaid  Company  portlclpktcd  la  un^ 
d*rwriiin(  a  kand  itawe.  ]l*ph*na 
alaa  •**  aa  aadar'ni**.  Cpn 
laid.  Whii*  "haa  k*n*flled  aa 
PMCk  aa  0*«  Laaatar.'  h*  laid. 

taa'caalrlbuiar' 
Mr  aiMan  called  Uiaiar  'a 
•akiiaaiial  ranirikuior '  la  hi> 
campaign,  and  iho««  af  other  Ar- 
kanaaa  OMnacrailc  ranaldaira.  II* 
laaaied  *•  aninie  White  •  charget 
that  he  channeled  kutinef*  lo  La- 
aater lie  added  ihat  wncn  'ahue 
went  la  work  lor  Siepn>na.  "I 
mod*  II  akaoluielr  clear  to  e»ery- 
kady  '  thai  Stephen*  pariicipaiion 
In  ilaia  kand  laauea  inouldn  t  k* 
afl*ct*d. 

Claiaa  ll*d.  W\iia  aaya 
In  other  chargea  during  th* 
•«*e«h.  Whii*  (aid  Clinton  lied" 
during  a  i»l*«<Md  dekaie  Tueadiy 
night  when  h*  laid.  1  don  l  have 
any  canmkaiiany  frvm  A^ind  t' 
olflcera  ar  director!  '  Selore  the 
May  primary.  Cllnion  received 
coninkuiioni  from  Le*  wiiton  and 
Company  at  wil»on.  whoa*  preji- 
dent  .Michael  C  Wl|«an  li  an  Af 
and  L  Board  memoer.  and  John  A. 
Coop«r  Jr  ,  prraidenc  of  Csoper 
CammunnlH.  Iht  II  S*Wtnv1ir«~ 
and  a  m*mk*r  of  !h*  koarda  af  Af 
and  L  and  Middle  South  Uiilliiea. 

1  don  t  mind  him  gelllPg  money 
from  aP  end  L  people.  Jucl  tell  the 
irMih  '  While  laid  CUnlon  lald  in 
the  dekaie  Tueidar  night  lhai 
While  I  1100  000  fund  '•■•*'  la>t 
weea  was  halted  ky  a  memoer  ef 
th*  4f  and  L  Board  Jicaaon  T 
Sivpnena  tad  hit  wijc  Mary  Anne 
Sirpnena  lwr^J>L_{ih  Af  and  L 
Baar*  meMMrr  wire  huu  lor  th* 

Qmiaa  loid  hia  i(alem*«t  dur- 


ing th*  dekaie  wu  mat  no  Af  I 
and  L  Board  memoer  Kad  fer 
raued  me  ever  1100.000  lie 
waan  t  keing  rrltlcal  of  coniriku- 
lon.  he  laid  He  juac  wmird  to 
caai  douot  on  whtt*  t  credtkility 
on  th*  Grand  Cull  nuclear  power 
plant  laaue  he  laid 

"If  ynu  let  lamekody  rai»*  over 
1100  000  and  rou  |0  iround  tell- 
ing rveryoody  how  iirappod  )  ■ 
are  foe  caaa  ' '  '.  you  ra  not  going 
lo  turn  around  and  kananipi  the 
company  whoi*  koard  memoer 
helped  raiaa  1100  000.  he  laid 
Qlaton  laid  Ihat  wh*n  h*  received 
coninkuiiona  from  the  companin 
adminiiiered  ky  Af  and  L  laard 
m*mk*n.  "1  didn  (  knew  that  I 
had.  i  dida  i  foma  on  II. '  noting 
Ihal  h*  kad  worked  with  (h*  com- 
pant**  *a  noa-uitllty  i«au*i. 

Aaaikar  aiUgailoa 

Whii*  tiaa  laid  Cinion  lold  "< 
He  '  when  h*  laid  ih*  Roa*  Law 
Firm  of  Little  Hock,  which  empiorf 
hi*    wile.    Hillary,    waa    irvolvcd 
only  In  financial  malten  and  not 
environmental    maiten    wnen    it 
repreaenied  tnwo    Inc  .  the  hai- 
ardoua  waata  diapoval  firm   Gin- 
ton  •  remara  naa  reported  In  the 
Araanioe     Oemornei     Wedneadar 
White   laid   Weanetday   ihe   Roie   I 
firm  repre9*nt*d  tnuo  wnen  ;ne    ' 
company  lued  Union  County  over  ^ 
iia  ordinance  ta  ttop  the  kurning  of   ' 
fCS>  I 

"If  that  I  a  financial  matter   I'll 
eat  my  hat    It  l  an  envronmenial   j 
liaue. '  White  laid   He  noted  that  , 
Clinton    haa  made  u«  .^umoer  One   ' 
In  the  kuming  Vf'fCBa  .n  CI  Oa- 
rado  Arfeantaa. '  I 

Clinton  laid  hit  comment  Tuea-  [ 
day  night  waa  thai  the  Ro»e  Law  ; 
rirm  I  repreoent  ailon  of  Cnaco  ' 
"k*gan  ov*r  puraiy  financial  mat  I 
ten.  and  :hai  reprttentanon  on  ' 
environmental  mattfn  "giew  out  ; 
of  that  repreientaiiorT     "■-- ^  | 

When    ountioned     While    td-  ; 
muted  afltr  the  >p**«h  thai  he  had 
k**n  miitaeen  during  tke  luoemi- 
torial  dekaie  Tuetday  i«ight  wnen  ^ 
he  laid  he  had  ikoiiihed  iria  iiata  \ 
Commerce     0*panm*nl      Cllnton_u 
akollahrd  thtt  Oepinmem  *»in 
•koliihed   the    fuallc   Sajeiy    De- 
partment 

White  alto  laid  during  in  dekatc 
(hat  he  had  ikoiiined  in*  l^cal 
Sarvicea  Oepanment.  ku(  ihat  it- 
pinment  alaa  wu  akoiiined  9y 
Cllntor^ 
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Seace   jf   Arkanaas 

rSch  C«ncral  Ajscobl? 
iUgular  Sasaloo,  1985 
B*:    Joi.nc   Sudge:   Coomi:cee 


ACTS  17    1985 
A  Bill 


?/»5 


For  An  Act  To  B«  Entitled 


S25 


'An  ACT  utrmPZZZMC  rnc  isASzyc  or  anivjniCATZons  int'TPf^ryr  i 
rcR  rvE  DCPAJtr^TT  nr  nt:  apkansas  stat  pclicz;  provz^inc  fvk 

THF.    PAY!fCHT   AWP   SCC^PSTY  OF  THE  CnSTS  OF   THE   SOL'TPIEM^   AHD 

FOR  crrssn  Pfjpposss.'  j        i 

I 

I        I 

BT  IT   ENACTED    BT   THE   CcMERAL  ASSE>aC?   OP  THE    STATS   OF  ARKANSAS : 


SCCTZOM    1.      T^.is  Acz   sh^Z'.  ba  itncvr  and  oiy   b*  citad  *s  £.'ie 
'Sap*rzsT.t   at  Arkansas  State  Pblica  Csamjnicazions  Kqvipmene   r^'ating  Act' 


Tfta  General   Asraahly 


mini,cations  equipcent   osari   by   e.'te  Departsertt   at  Arkansas  State  Police   (i) 
kas  poor  radio  coverage,    (ii)   ftaj   the  prsbleas  of  public  aonitoring  and  lack 
of   user  privacy,   and   (Hi)    is  subject   to   unauc>orizgrf   usage  and   interference 
fioiv^ather  parties,-   and   fb)   that  porzions   of   Cte  existing  comiitnieations 


.      I 
ea'JLpcmnt   are   (i)  norn  out,    (ii)   obsolete  and  expensive   Co   rtpalr'.and  aain- 

'■'  I  u 

arin,   and  (Hi)  specially  designed  mobile  and  portable  units  yiavirg  l:.3iited 

utility.  i 

'''he  General   Assemblif   herebij  determines   that  adequate  and  modern  co^ 

■lunicacions   ai7uipaent   for  the  enhancement   of  state-yide   law  enforceaent   i^ 

•i^«ntial    to   the  sa/ecy  and  welfare  of   the  people  of   thiWtate.  ^ 

\      rt    i5   hereby   legislatively  deterained   that  adequate  snd\aodern  coo-  "y 

muni^gtions  equipment   needs   to   ba  acquired   in  ortar  to   r^lac\  the  axi*ci.T« 
I  —  \  ^^ 

aoianiunications  equipment  and   the  most   feasible  and  least   expensive  way  ot^^  . 

financing   the  same  is   by  authorizing  a   lease- purchase  agreei^tent 

rity   of   this  Act. 


SECTZOH    2.    DEFZumOHS.      uhenever   used    in   this  Act 
meaning  clearly  appears  froa  the  context: 

'Acquire'   means   to  acquire   (by   lease,    lease-purchase  or  otherwise),   Sj^ 
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I 

r 

3 

4 

s 

s 

7 

a 

9 

10 
11 
12 
13 
14 
15 
16 
IT 


eo-^b 
I    \ 


consr."-'cr,    rtcair,    alZ9r,    irsiall,    rsstor*   "f   p^jc"   on  inu    Ijr.'^,    cr    ;-  anu 
Suii-^-.T?   or   nococ  -^aricle  i:af  corsrunicaeions   siraipner:,    "jy    Taooeijrun   or 
iiddirvj   •.•pon   sue.*:   eem»   and  condition*  as  are  ^ecerni.':erf   5y    e.'ie  CcarLssion 
\be   in   i.iie   iese    i/ieerssia  of   s."!*   nepartoent   and   e.'ia:   vili    moiSr-arJecsi'/ei!^ 
'8  e."!*  ourposas  at  syiis  xa,  /    1 

I    V  /    ' 

V^c;   231'  amans  Aci  131  of  194S ,   as  now  in  affacs  or  as__J»eaaittar 
amandad.  I 

'Coamissioa'  maana   eha  Arkansas  Staea  Poliea  Coaaission,   bai.f}   c.>ie  Com- 

liissioncraatad  bu  Act  231,  or  any  succassoc  agancw. i 

'Coanunications  Equipmant'laaars  public  safaCy  conounicatipn  jaguipnene 
sijsteas;    including  builrfinyjt,   structuras,   furnishings,   and  Sixturas 
used  directly  for  public  safety  purposes  in  connection  with  e.'ia  operation 
thereof,    including,   but   not   lim.zed  eo,   radio  broadcast  and  raceiviner, 
telegraph,    television,    teletype     aiarowave   eransaission,   and  similar  systeas 

ot^connunicacion   by  voice,   or  camreijance  of  words,   signals,    or   inaaas   by 

i,  >  11  /    ■ 

mlactronic  or  electrical   means.  '  / 

^ost' ,   as  applied   to  comnanicAt ions  ecaipment,   means  and/ includes  any 

!  *  ^^  I 


L  ^ 

ahd  all 


costs  of  such  equipaant  and,    without   Uniting  the  generality   of   the 
foregoing,    shall    include  the  following:  I 


(i) 


costs  of   the  acquisition  of  any  such  comminicaeions  equip- 


ment and  all  costs  incident  or  related   thereco;         x   ' 

(ii)    the  cost   of  architectural,    engineering,    legal   and   related 
services;   the  cost  of  the  preparation  of  plans,   specifications,   stu~ 
dies,    surveys  and  estiautes  of  cost  and  of  revenue;  and  all  other   j 
expenses  necessary  or  incident   eo  planning,  providing  or  determining 
the  need  for  or  the  feasibility  and  practicability  of   sue.*!  coomunicacions  \ 

e^uipnene;  \\  '^• 

\  \  V'' 

(Hi)  any  and  all  costs  paid  or  incurred  in  connection  with  the  ^ 

inane inq  of  such  coamunications  equipment,    including'  ouhrof-pocket       \\      v 

expenses,    the  cost  of  financing,   legal,   accounting,   financial  advisory /\\^ 

ar^  consulting  fees,   expenses  anc"  disbursements;   the  cost  of\any   policy     X" 

"of   insurance,   letter  of  credit  or  guaranty;   the  cost  of  printing. 


engraving  and  reproduction  services;  and  the  cost  of  the  initial  or 
acceptance  fee  of  any  trusteer- or  paying  agent. 

'Department'   means   the  Pepartment  of  Arkansas  State  Police,   created 
Act   231 ,   and  any  successor  agency . 
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e.^«  Coaaissii 


Pjyoancx*   n*4ns   p*ym«R<:j   :o   b*  :aarf«   by   e.*)*  OCMrsntnC   from 


inu««  ar  ochT   i««7<i.(;   itri;Ithi«   «ourc>»   ea 


muttiCMeiona  mquipamr.c. 

Pl»dg*d  ffawmias*  amant  all    r«v«nu«.«  aue.'ierisarf  by  Section 

<»ce  JO-  i«  iilnilifnJ  fui — i.'i«  sai.jii:y  {<ir/  ;iivumijl  uf  Llia  Jac 


of  ooar- 


5  of  eAia 


SKCIOH  4.     In  t/tdiiian  to  £.*>•  paumrs,    purpotma,  and  ausAorlelcs  smt 


forth  •ixavftar*   in  Ciix  Ac?  or 
auctori:*d  and  ac.pouae^ti  eo: 

^«;     Acfuira,   conssmct/    r«p«ir 


I         I 
r   in  Achar 


n 


r  Idvs,    e/i*  (TonnissXon   i«   haraby 


twnevata,   altar,  maintain  and 
a^ip  cemaunieat ions  a^ui^oa.ie   far  uaa  by  tha  Dapaczaant,  rptovidad  Cue 
eeonunlcaelons  aruipoant  tcaruirarf  aitdar  tha  aat!tority  of  kiiia  *ct  ahall 

I      I  y    \ 

t   ba  u»a»f  for  sAa  eran>iii»>ien  of   taiaaftenic  /— «^j7^»^Mht»i  bypass 
tha  public  talaphona  naevorJr.  j 

fb;     Contrac:  for  tba  laasa,   iaaaa  parchaaa  or  purehaaa  of   tha  co»- 
-'— '••-'nr  njii'rrTrTf   •*-   rrr*!    rimr    i"*   ■~"-*'<inw   n   ir«  tfacLfiad   by 
ehi»  Act  and  approvad  by  Cia  niracror  wit.")  tha  eonaant  oet  tSa 
Coapiasion  and  to  provida  foe  tha  paymant  of  tha  coat  of  acfuitition 
froB  any  la^all<4  availabla  «ourca  or  sourcaa.    Including,  wi:^oue   lini- 
eacion,    eh*  tmvanuaa  author izad  by  Saction  5  of  this  Act/   and  funds 
appropriatad  and  aada  arailatla  andae  Ac:  231,  and  funds,    if  any 
appropeiatmd  foe  tha  eoimuaications  m^lpmant. 

(c)     Furctiasa,  acquira,    laasa,    laasa  parshasa^okrant,  and  racaiva 
baquasts  or  donations  of,  or  othamisa  aofuira,   sall\,  Xratfa,   or  birtar. 


\ 


<ty  paopaam^  (aaai,   paamamat  ae  i^mail}   amd  aamtmifsuch  ^frepart!/   i^to^      > 


■onay  and/or  othmr  proparty/ 


(d)     Contract  and  ba  eontraetad  fitht 


z 


(a)     Apply  for,    racaira,   aecapt  and  asa  any  aonays  and  proparty 
from  tha  Corarnmant  of  tha  Onitad  Stataa  of  Amarica,  any  aganey,   "<¥.      vp^ 
Stata  or  ^ovarnaaneai   body  or  political   subdivision,   any  public  or  pr^^>l 
vaea  corporation  or  oeyanizaton  of  any  natura,  or  aay  individual:  A 

(f)     larast  and  rainvast  any  of  its  aonays  (in  aaeuritias,  oblii^  ^ 


CLS146 


DKSN018195 


1618 


.-i.^    r"'7,»^crr^     ;  '  •",- 


5 

S 

7 

a 

9 
10 

11 
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15 
16 
17 

la 

19 
20 
21 
22 
23 
24 
25 

?     7    2? 
'     30 
31 

'A 


zinr.s,    barJcir.c  ammjenenes  ce   ir.:-istser.z   iiTseaer.zs  selacze-l   ou   t.'te 

C:irr:.xsior.j  ; 

f<j)     :iake  tnd  execute  ill   oCrer   i.-rsrr-jnenes    -^csssjrv  or   rsrvenierr 

I — ; 
foe   :.■;«  .■jer'oraunce  of   its  duties  and   c^.e  exercise  of   its  pttv^rs  and 

funciiona  under  this  Act; 

I"*? — J.I  ujiui«.'i.iuii  miUi  Uje  jLvuiAi-.Ion  arwf  f^.tlffelny  of   the  coscj 

of  cotaminication  mjuipaene,  taploy  attorneys,   accountants,  unietvri- 

ters,    and  financial   advisors,   and  such  other  advisors,   consultants,   and 

ts  as  nai)   be  necessary  it/i   its  judqeaent,   and  to  f£i 


compensation 

( i)     Procure   insurance  aqa^nst  any   loss   in  connection 
property   and  other  assets,    in  such  amounts  and  fron  such   insurers  as   it 
may  deea  advisable,    incZudihq   the  power   to  pay   premiums  on  any  such 
insurance.  I  i 

^\  (j)     Procure   insurance]  or  juarancie*   from  any  public  or  private 

\entities,    including  any  department,   agency   or   instrumentali/ty  of   the 


terl   'yritri't  nf  iner'ca, — to  secure  payment   of   any  ie 


entered   into 


under   the  authority  of   this  Act,    including   the  power   to  pay  premiums  on 
any   such   insurance  or  guaranty; 

Hri — ?o  arrange  for   the  uie  uf   iuc.'i   LUi.'muiiIi-Ji.-uii3— eguipne.^e   by 
any   federal,   ftace  or  local   yovernnencal    agency   or  any  oCier  person, 
from  time   eo   tiae,   as  any  of  such  comnunications  equipment   is  ■not 
needed   by   the  Oepartaent,   and  to  collect   fees  and  charges,   as   the 
Commission  determines   Co   be   reasonaMe,    in  connection  uith  the  use  'of 
any   communications  equipment   hy  any   ocAer  person; 

(1)      To  cooperate  fith  and  exchange   services  an^informat ion  vith  -^ 
any   federal,   state  or  local   governmental   agency; 

(m)      Take  such  other  action,    not    inconsistent  with  iau,    as  may   be 
neCeiiaiy,   t.-vnvenient  or  itesirable  eo  carry  out   shtTpowers^pirposes  and    ' 
auchoricies   set   forth   in  this  Act  and   to  carry  out   the   intent,  of   this\\    ;' 
Act.      All   such  powers,    purposes  and  authorities  see   forth  abavi.   except^/^ 
those   relating  to   the  contracting  for   the  lease,   purchase  or  lease-  (J 

purchase  of   the  comminicat ions  equipment,    may   be  carried  out   by   the 
Department. 


SECTZOn   5.      (a)     The  lease  payments  and  other  costs   relating  to   the 


^ 
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:snscr.^:j':.:rs  s-iuirrenc   sf-^ll    be   see-jT^  solely    N/   j   lien  on  ini  .iJe^ce  of 
all    revenues    leriverl  from   z>.e   'ollovinq   fees   arxi  c'lar^es   fixe<i  jnrf    irpose^ 
Sy  Acz   23  of    1037 ,   as  new  or   "rsrsj/ler  anended   Mr*.    Stazs.    !TS-320fa) 
a^sil.    I9'9/,   or  pcrsu-ane    Co  jny   sub«e<Tuenc   similar  laus,   <*hich  dra  hereby 
conAiraerf,    rmeifieti,   fixed  and   isposed ,   and  Jhicfi  are  as  folloyS:  \(a)     an 
operaeoF^j  or  a  wjian'jela'i   (ilrivgr's)  lleensa  fat  wo  yjiars  -  SS.OO;   (b)  a 
chau/Zeur's  license  foe  euo  years  -  $10.00;   (c)  aceor  scooter  liemnse  for 
noe  more  Cun  evo  years  -  S2.00;    (d)  an  operator' s  license  or  a  mtoecycle' s 


licenee'^or  four   years   -   S12.00i   and^  (e)   a  ctiauffear' s  liceiUm^foe,  four 


•s  -  S20.00;    the  pledging  of  suci    reirenues    (collectively  they  pledged 


msaenaes' }   beirg  hereby  aathoriied.   Ivo  eariier   than  July    1.    I9»Sl^bue   coo- 
aencing  on   the  first  day  of   ehelaoneh   next   succeeding  the   execution  of  any 
leasing  agreeaenc  authorized   byithisi  Act,   all   pledged  revenues  are  hereby  spe- 
cifically declared  to   be   cash   funds  irestricted   in  their  use  and  dedicated  and 

to~*e   used  solely  as   orov ided  and  authorized   in   this  Act.      He  emrllier   than 

!    r  I        :  /I 

Ji^lyi.  1,    1935,    but  coaaencing   the  first  day   of   the  month   next   succeeding   the 

eyeCT^^BJn   at   -he   lea  re   hmeeunder  and  so  long  aa   taaja   r^aymen^s   remain   to   be 

I  I 

peid.    the  pledged  revenues  shAll   not   be  deposited  into  the  Stat^  "^reasurv   and 

I  I 

shail    not   be  subject   to   le^islatire  appropriation  but,    as  and  when  received 

(in/   tp»  Cuviuissianer  of  .loeor  venisles,    ai)   ihe  mfiaftnent   of-twtorl  vehicles, 

by   tpte  Departaent,    by   c.*ie  Connission,    by   the  Comissioner  at  Retemes, 

Oegarraent   of  Finance  and  Administration  or   by   any   other  State  ^M''«ry ,   as   the 

case  may   be)   shall    be  deposited   in  a   banX  or   banhs  selected  ta/   tfie   nepartment , 

to   the  credit   of  a  fund  hereby  created  and  designated  as   the  'Departnent  of 

Arkansas  State  Police  Conmunicat ions  Eguipaent   Lease  Fund,    hereinafter 

referred  to  as   the   'Cease  Fund". 


Payments  to  cover  the  costs  under  the  Lease  Agreener 
Tf  and  so   long  as  all 


all   be  paid  from 


nts  to  cover  \be  M 


t|ie\tease  run*  on  a  oonthiy   basis.      Tf  and  so   long  as  all    ea 

fliscai  <7Tiarter,  the  pledged  revenues  remaining  in  the  Lease  Fund  \n  excess  of  ajr\ 
reserve  of  30X  of  a  fiscal  quarter's  n».jii  i  rl^lMn^»  ^hmH  bm  withdraiin  from  the  ^ 
L^ie  Fund  and  deposited  in  the  State  "reasury  as  special  revenues  to  the  c^  vf 
(fjtt/  of  the  Department  of  Arkansas  State  Police  Fund.      So  long  as  any   lease     ^\  ^ 


yoents   re«»ain   to   be  paid,   all   moneys   in   the  Department   of  Arkansas  State 
Police  Coanunication  Eguipnent   Lease  Fund  shall    he   userf  soiely   for   the  payn 
of   the  lease  payaents,    and  other  costs    in  connection  with   the   Itase,  with   the'^ 
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s5  rrof^ssz: 


H 


^0. 


H 


r^ 


\15 


■^     I 


^ 


:i*ir.titnjr.ea  nt  n»eass*rj  f'^.-vls  tni  reserves,   evcepe   :.*:<:   :>e  lease  ~jy  prst^iJ 
for  efte  vii.'irfrewei,   for  oCier  iewfui    ourposas,   of  surplus  .'»neys,   es  -tmiiaati 
in  thm  leese.     nozfiin^  in  ef:is  Section   5  is   ineaivltd  to  prohibit  efi* 
Cepireaenc  froa  iairmseing  noneys  dtpositft  i.ieo  cAe  Oepertaene  o/  Ari^a/ises 
5ueV^ Police  CoaouaieeeioRS  Kfuipaene  Sees*  F\ind,  *a  previitml  in  cAis  Aet. 
T!f»  prevlsiotti  U  this  Section  snuj.  axpiru  upon  peyaent  o^'cAa  fliLi  coses 
MCAorisarf  under  ehe  a/oreseoeioned  a^reeoe/ie,  eorf  eny  belencas  reMinin;  in 
eke  Oepartaene  of  Aritenses  5eeee  ?eiice  Comasinicecions  Sqviptmne  Leese  PUnrf 
riUi V«S' tfeposieerf  in  ehm  Seece  hreeiury  eo  cAe  credit  of  Um~ 


ArJtMOMSM  Staem  Poliea  rand  as 
L/   (b) 


ieTre 
a  fion 


n-reirenue  receipt 
So  long  a*  there  ere  rmmaiifing  eny  leese  peyaents   to 


'pe;taene  of 


'e,   Che 


Ganaral  Assambl^  aiy  eiiainate  or  chin^e  iha  dtivat's  lieaasa  tarns  rmfarrad 
to  as  pladyad  emvanaas  abeva,   andae  ict  28  of  1973,  as  nou  or  haeaaftae 
amandad,  or  eay  joteeTuent  similar  lav,   but  oniy  on  condition  thet  there 
is  eiveys  aaintelaed  in  affact  and  aada  availabla  tor  the  peyaen^  ^  laasa 


taints 
ounttv 


eaountto  piLwiife  for  eha  peyueuk  tthmn  <lua  \jf  c'le  Immsa  iiaytSanes. 


SKCTtOH  6.     The  Coamission  shall  submis  any  contract,  agraamaift,   or 
piepoaairT  U  author izad  by  this  Act,    to  the  Arkansas  Coobui 
Coamattaa  and  to  the  ArJtanses  Ceyisietire  Couacil  prior  to 
b^iJif  incur rad  by  the  Coaaission  ^or  their  advica  and  counsel 


TtXSmtXoK 

I  eny  obi:i 
isel.      L 


ent   in 


Study 
dilation 


secrzrm  7.     nUs  ace  shall  ba  libarally  censemed  to  eceeapXlsh  eha 
intent  and  purposas  thafof  and  shall  be  the  sole  eathority  required  for  C***^. 
eeeoapiishaent  of  such  purpeees.     ^o  this  and,   it  shall  noe  be  neceseery  to    .' 
eoapiy  vith  ^eaerai  provisions  of  ether  laws  daaling  with  f^^ie  oooaodities  '  ^ 
am^^lie  faeilttims,  thair  acquisition,  eenetmction,  lasting,  aneumbarirv 
or  di*poeition,  prorxaad  that  me  coaaifsion  shall  comply  with  Sabsaction 
(i)  throoqh  (d)  at  Section  »  of  Act  no.  »94  at  1977, 
c^  Act  t2Q  cf  fTy<  hefnra  enpitrfny   im  i,nawiii(rir  fnne  eyitfpaanf 
oadW^  thiM  Met,  and  ptoridad  that  the  Caamission  shall  submit  any  Zmritatien   V, 
ei  kmqvast  for  Bids,  Ouotas,  or  Proposals,  and  the  proemdutms  to  be  used  ^^^ 
ei^iietiA7  tha  sama,   to  the  JldaiAi«eretor  at  the  Offica  of  Stata  PurchasinijT^ 
of  the  Oepertaene  of  rinanea  ai^  Aidministration  tor  his  or  her  reviev  and  v 
^rrittmn  approval  prior  to  any  oblifatien  bminf  ineurrad  by  the  Commission 


^    ¥ 

77,  as  ammnlail  b|k  Sect  ion  V.\> 
cione  eauipaanf   airhori«arf    O 
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4^  --.-.•rT.rrrjrj  :,rf"»; 


:.Te  .'Vrartaant  ts  sue.*:  oftZijaeion  relaces  ta  any  <ic7i:isi;;on  jut.'-criisd  j.-tf 
lefiaa^  ^  tAi*  Act.  The  enunerjcion  o?  *nu  ohject,  purpose,  power,  nsr.neT, 
oec.Tor  jfrf  Cii-Tg  s/iai-  noc  "Je  'leeaad  :a  axc!..iile  li'-re  or  si.niijr  ob;ecrs, 
Tiikposes,   patecs,   mtnnars,    mezhods  or   zf^ir^qs. 


10 


iZ'IOit  «. — ?f»   iiifteat   pofLiUH  uf  jnv   eons  6r   acqtiTzim  caeaninicae ions 
iqaipnmnt,   <ae.'iorl2a>f  by    ehis  Act,    s/uii    te  exanpe  fron  ftdCtf,    county   anij  nuni- 
qipa.1    i.'Koa>/    Oihmritanca  and  estate   eaxea. 


SZCTZOK  9.      The  pcov  is  ions  \of   tihis  Act  are  hereby  de<:lare<t\ta  be 
rable.      If  any  provision  o^le.'iia!  Act,   shall   be  t'el'1   invalid  ^  inappli- 

12  cable   to  any  parson,   iira  or  ciscumsitance ,    such   invalidity  or   inapplicahi- 

13  lity  shall   not   affect   ehe  validity  or  applicability  of   the   reaainder  of   the 

14  Ace.  i  I 

"  n  I   I  n 

16  I     \  SCCrrOff   lO,   This  Act   sha^l  ibe   etie  complete  and  sole  aiit.horfl.tyi  for  the 

17  ■*f^"-t**-'^ *"■—"*•   nf   ^^.  f»i."v^«««   M«r«>>^_ — ra   the   ertent   that  ffiera   is  a 
It     conflict   batveen   the  provisions  of   this  Act   and  Act  So.    221,    the  provisions 

of  this  Act  shall  govern.     All   laws  and  parts  of  latrs   in  conflict  jhcravieA 
ara  hrcBby   repealed  e.u   Uia  axLeiiL   uf  sveh  SBtlfliet. 

SXCrrOH   11.      The  Seventy-Fifth  General   Assanbly  hereby  finrit-»nd 
declares  the  present  communications   aijxiipaant   for  the  r>epartaant    is   not  *de~ 
ftuiee  and  that   there  is  an  argent   need   that  modern  commnications  OTuipnenc 
ba  acquired   in  order  thet   Che  Department  may  continue   to   carry  out   its   law 
enforcamant   responsibilities   in  an  effective  manner,      'hwr^fore,   an 

gency   is  declared  to  exist  and   this  Act   being  necassaey\or  the  preser- 

on  of  the  public  peace,    health  and  safety   shall    be  affactira  ut/v>4   ^.^  , 


^ 
1 
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M/IU'C:    )f   iflUNSAS    STATE   30LIC£    :>m'.3iOH  -iCt-INO 
NAY    10.    1985 


1  -.Cecil  lie*'  no  jr  the  Arjjn?*,  ;cjte  '-jlics  CoflWMjton 
.4?  lei-i  )n  "-av  ;j.  !?85  <n  -.he  3o4ri  Soon  jf  irtin^a  Jute  -oic; 
Awinntruive  Ueaunuar'.er?.    J   Ijtjrii    lesourr.?    Or'v«.   Llt:!e   qoc<. 

^he  ii^f'.inQ  nao  Se»n  calle<}  to  iejr  arjl   or?oo5jls    .'rom  t^e 
four  fifunc  al    '■,r7a\    '..la:  'no  afm   sf iBc'ert  1m   iha   fim»i«ul    5«r«>nmc 
CiWwittM   for  cansiuention  By   the   Cont.i  ition    :o  handle    Mnancinq    for 
the  Ariinsas   State   'oiice  Conwunlcitions   5y?;eni. 

ri-e  neetinq  «aj  called  to  order  at  1 :  JS  a.n.  bv  Canniijton 
CJnlrwin  8111    Simojjn. 

««ESS  PRCiEHT 

Sill    Sinoion,    Chairman 

J«wj  0.   lajftourn,   Vice  CJiaiman 

Wlnthroo  Piul   SocHefe  1  ier ,   iec-etjrv 

Chester  Hynej 

Johnny  11 tcnum 

Gene  Daf.' 

Jamc]    H.    Teinyjon 

j"a:e  'ol:;:  oEssomir.  attemcuig. 

-jione'  7.  ■. .  Gooo>in 
"a.'or  Jim  '/If 

.  Lieutenant  .onn  '^jhw--      ; — 

Se'-aeant  3' '  ^  'ourg 
Cjrjorl'  /an  Dv»- 


oni£«  ir:j.'ioi.'iG. 

"^      -J    :-i;»Ce"       'ti;»    ''jr-'i^    nr    ?''•■;• 
"*■       JuOle/    "eioc-l  .     Etlt!    '-jr-irtdS^a    0''!C! 

"r     ii«e  ::jr-:ej.   ;ti:i  3ua;e:  0?'  :• 

"!ie  ':;ia :  .-nan   tin?  rr.ed   •..'la:    Ve   3r«5  5   had  3een  if'-.z'tV-i 
no  1 1 '  •<) . 

Hlfiu':i;  ]F  :;.'iAnc:iL  3:"t£s:.NG  IjCh;-:-; 

"sjor   ',ier   r»ia   •,i»   -iinuts^   3f   j   Tie«».inq  gf   the   financial 
Scrf-nnq  Cammif.e*   ie  ■ :   an  -a/   •.    iae«        -iie  Coirmittee  had   jelected- 
'our   "nancui    f'-n?    to   ;r«sent   arji    jrooosais    :a    the   Cairni  i  j  $  1  on . 
The   Mms   ire 

jabot   Sul I  Ivan 

?'r^;   Caoltal   Sesourtes 

*  Juint  •ratnjjjt— n-jm  ;     ^     '■Janey.  •     f.   Hutton  aii^         ' 

Liiater  and  Compaay 
Steoncni,    inc. 

. ComiilLiJiuierJXyne^aMiJieU-tJtAi— ut«-aiawtcs-be-«««e»te4T 

Commissioner   Tennyson    jer:3nded.      Motion   cir-ied  unanimously 

Csmaiflon*'   3<r!oson   Cioresse-l  Aoorec  !  a  t 'on'  to    the   Screening 
Coowlttee   for   the   time  and  e"or:   thev  iiad  eioendcd. 
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-Jir    ;0.    1985    -  »«C£    : 


;cMMi  ;■  ;cM  "E":'!'", 


Ij/imi  SS  ■  on*''    jimn^jn     innounr;-j    "if    ir-je-    jr    jr'^jo  r  j  t  ■  ;n     ■')r- 

■jrii.ui<}        >le    li  so     informeo    "rie    .ur;:c:n*nCs    tli*t    lh*-r    arooosj.    -Oipj 
J»--l-UllLtd    :o    10    mnutg^    wi'..1    1'    mnn    "     liioltgd    for    iuf^::on<     inii      . 
injwe'?   ift!r  eic.i  orr)oasii  .      He   r»q.,      i-e-l   th*t  only   reor'jentj:  i  ves    3' 
the   fimi  gresencmq   '.he  praoos^l    Oe    in    tfte   room  Jurlnq   '.  ime  3f' 
3r*senC4Cton. 

The  ar^er  of  orejen  t*  t  :on   mn   a    .'ollows: 


1.  Oibbs   Sull  I'jn 

2.  Steonens.    Inc. 

J.  fir^t  CjoUii    5eiourc«« 

<.  ^    J.    daney.   :.    r.    Huf.jn,   L.ijiter  jno  Camoany 


Our'nq    Che    art^entjtlon    of   'anev,    lluttcn    and   '.jjaiS'.    '.^ey 
>••'••   juestione'i  concs'iinn   ;ie   'eoeri     cnaroe?   of   f'lud  iaa<ns:    '.ne 

't</i:ri    'irn        "r      SCjve    Z'.i-Scr-\,    i    seiior    ";•    jr'^iaeit    jnd 
•nanj'f   i'     'uC'.;n';   'loustsn,    Titas    ''jo  •    C    -'n^nc?    3' 'is   o" .    ".j't    '.>i 
IjBwsi^on   '.::*•    :ie   iric*.   ;;s   -inr-i   -•sjl:;-/     n   •..'le    :.ijr-es    3c:---*j 
■.ir««   /ears    ICO   jnT  «e-«   stdCJ^     inre:   j;*   /  -nen    ]i  s:o<'e'«':.      'e 
sail  Meci   lad  3e*i    :a»ei   '.j     iosdr;    '.hac     "   «ou!  j  io:   '•■:;.''       *' 
Sams    inviji/ej   -••:«i<e'3    'j'      '••st'.j'.   o"^   OiS     nts'ss;.      i :    i' :   ic'. 

■nvrji,*    :■■••>•.;•     none.-    jno    '..'le    'jO       :    ''n^nc•    3'vs    in    .4S    lOC 

■'v»*«.ie'l lie    ;•■. 'Ji    '."jA-    • -»    -■•rTin;in  ^    -,    -«niitif    nn    '^m    ^c.'.    le*- .— 

■    '      ■    ■       '""    •->'•    ■>  •■    ■ -o      <ne    iono      ssues    '"    •<i;" 

•s,.,    s,rt     r.^jnj-,     3e*'<     mvO./ec  •lie"     jues  .■•;•■<:  ..     >>.--;.-. 

'mes    anc    -iiv     ..,.    .,...     .a.    ...  '       ■--'.      — ■. 

'.ifDor"  "o'.ii   :i«'.    ;:ie    'nes    jne  re"i'.;   fs   'e'*   SC."  m';   on   mo 
SS'ni'    'vi  ■•aa   -e"n   i    ;:'.'."i    'ir   -••:".j;:n     javmenj;.    joc   '.^'5    ::;i    ; 


I       l-e?r  '..la.T   :ne   3e--»' 


..-.«    tcmcaf 


on   :ao: 


3as«. 


in::   1   iiscjss;on   if   :.":e  .T-Tocsa'i 


;en:io.  "."'e    .cnmiss  -r: 
1   -•3re«»'»:  1  ;i  les  3' 


.Oirmiss    jne*    ^O'lnn  .    "■;;-.«      *  .•    ;r»;a''*'3    )    5r'«-     Sjnwa--     )"<: 

r-mca'-so"   3f   '.'i    'lur  jr-ecsas    jno    j- ; ".  -  Ou'.  •i    rsc-f^    t:   ">«    13tt«   ;; 
ii's   crnc'jsor   «4s    iha:   ■.."••■/  ■tojs*.    i:;»3t    t'le  sei".   :3nc!3'.   3'   't-tu:    -j: 
than   :he  :3';;    lu'..'    nti,   ana   tha'.   'an*/,   iiuf.on.   lisatir  jf'f'i   ■..-.e 
Ses:   3'in 


~\_         iom   3'    :rft    '-'-IS    It    '.I's    :  ine    -••jues:*-!  se'^ission   -.o   -•/'%» 
the''  3'ocosa'S    is    t.iey    '•••.    '.he'?   -lid   3»«''  scie   m  s  mue'".  t  mdma  i' 
the  *c: .     'toweve-.    tne   loitwss'on   jooose-J   mv    'jrVie'  le'iv 

H    Ih'S    time.    Coinml  SS  Ion**"    jnnnnv   Mi-.c'ium   iv-'-i    '.l'«t    9*"*' ^ 
iiZVrin  "ahUT^rat?'    at    anoyq^ea    tO'Tyif^    'he    ^'n^rtcTng    'gr    '.:ie    ^mimun  ■  CI  t  •  on^ 
"»st»"<       'cnmi ', :  •ooe>-  Chest»r  iivnei    se'ianoe-J   'Jie  mot'on       Holion   cams'! 
by    a    'our    to    two     »OtS.    with    COKWI SS 'Oners    MK:'iuni.    Ilynes  .     'fnyson.    inr', 
Rockefeller   vocmq   'aye'   and  Conml  s$  loner^   9*1'   and   "^asnUurn    votinq   "no." 


The  CoffFin J 1  on ' s   selection  xlll   now  Se   subfitt*"!   t.3   the 
Conrnun  lea  t  !ons    Study  Coumlttee   md   '.he  LfTtslall/e   'lounc'l. 

Hr.    Moseley   -as    reoue^ti'l   to  -nte    i    'e'te'  'toressing 
JOpr^C'atlon    to    III    fims    tliaC    suoniitte'J   a   jrooosa' 
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i«r  10.   1185   -  P»Gc  : 


■•cxr  MC£:;nc. 

*he  -•oulir  :oiiiiii5s  loi.  iie»t  :nq  scfteaule-J  for  "jv  :i.    :?85 
wi'l  noc  !)e  neij.     The  leannq   .'or  "raooer  James  Jlue^oro  las  ae-n 
cancel  led. 


The  next   r«qular  iseeting  jnd   i  hearing   for  Troooer  J^mes   arcwnlej 
will   be  field  on  June  20,    1985. 

AOJOUANKNT : 

The  Meeting  was   adjour-ieo  it   <:1S  p.-n.  ,   Hay   10.    1985. 


3iii    jimojon,   w.'iairTian 


^mt.ir^O  Jjui    i^ocxerji   «',    :ecr«;ir-/ 


i-NT-CN^'O""  '  0  ' 
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OflRce  of  the  ladependoit  Counsd 

1001  Perutsytvarda Avenue,  N.W. 
Suite  490  North 
Waihmpon,  D.  C.    20004 
(202)  5J4-86S8 
Fax  (202)  514-8802 


December  4,  1995 

Robert  J.  GiufGra,  Jr.,  M^oiity  Chief  Counsel 

Neal  E.  Kravitz,  KCnority  Counsel 

Committee  on  Banking,  Housing  and  Urban  AfEaiis 

United  States  Senate 

534  Dirksea  OfBcc  Building 

Washington,  D.C.   20510-6075 

Dear  Messrs.  Giuf&a  and  Kravitr 

On  November  20,  1995,  the  Senate  Special  Committee  provided  this  OfBce  with  an 
i^dated  list  of  witnesses  the  Committee  believes  may  have  information  material  to  its 
investigation  and  vrixxn  the  Committee  thus  intends  to  depose.   The  Committee  has  asked  this 
Office  wiiether  our  investigation  would  be  hindered  or  impeded  if  the  Committee  examines 
these  witnesses  at  this  time,  wlietber  by  interview,  deposition  or  at  a  public  hearing. 

As  you  lemember.  we  previously  reviewed  fctff  witness  lists  the  Committee  provided 
us  in  Septonber  and  October  1995.   Those  lists  identified  over  120  potentinl  wimesses,  many 
of  whom  are  again  inchxied  in  the  Committee's  November  20,  1995  list   Based  on  our  earlier 
review,  we  informed  die  Committee  by  letter  of  October  20,  1995  that  our  investigations  and 
prosectitians  would  be  seriously  hindered  or  impeded  if  the  Committee  examined  in  any 
forum  the  following  nine  individuals:   Neal  Ainley,  Lisa  Amiapaugh;  Don  Denton;  David 
Hale;  Lany  Kuca;  R.  D.  Randolph;  Robert  Pafaner,  Stephen  Smith;  and  Greg  Young.  For  the 
reasons  set  forth  in  our  October  20,  1995  letter,  we  continue  to  have  very  strong  concerns 
about  any  Committee  examination  of  these  nine  individuals.   Moreover,  wt  wish  to  reiterate 
our  view,  as  expressed  in  tibtat  letter,  diat  hearings  at  this  time,  prior  to  the  trial  of  United 
States  V.  i^gT'?  ^  M^^^'Wi  ^  ttln  regarding  Madison  Quaranty  Savings  &  Loan, 
Whitewater,  or  Capftal  Maagement  Services,  Inc.  will  hinder  or  impede  oa  investigahoos 
and  prosecutions. 

Based  on  our  review  of  the  Committee's  Novemi>er  20,  1995  witness  list,  we  have 
identified  two  additional  witnesses,  John  T^rtKufn  oxi  Dean  Paul,  whose  examination  at  this 
time  would  hinder  or  impede  our  investigatioii  and  prosecutians.   It  is  antidpated  that  both 
Latham  and  Paul  will  be  witnesses  at  the  i^x»ming  trial  in  January  1996.   Our  serious 
concerns  with  respect  to  these  two  witnesses  —  as  with  the  other  witnesses  identified  above 
-  should  be  significantly  reduced  once  the  trial  of  United  States  v.  James  8.  McDougal.  et 
aL  is  completed.   We  do  not  have  similar  concerns  vnth  Te^)ect  to  tiie  otitar  witnesses  named 
is  either  tiae  November  20.  1995  list  or  your  earlier  lists. 
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Robert  J.  Giuf&a,  Jr. 
Ncal  E.  Kravitz 
December  4,  1995 
Page  2 


We  hope  that  the  Committee  will  continue  to  acconimodate  our  serious  concerns  about 
these  eleven  witnesses.*   If  you  have  any  questions,  please  contact  me  at  (202)  514-8688. 


Sincerely, 

^ohn  D.  Bates 
Deputy  Independent  Counsel 


*  In  the  November  20,  199S  letter,  R.  D.  Rmdolph  is  inadvertently  listed  as  witness  #2  under 
"Madison  Activities,"  although  he  is  subsequently  included  among  the  witnesses  the  Committee 
is  not  pursuing  at  tiiis  time. 
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GIBSON.    DUNN    &    CRUTCHER    LLP 
UAWYGns 


lOSO  CONNECTICUT   AVENUC,    N.W. 
WASHINGTON.  O.C.  2003eS30e 

<202>  SSS-a900 

TCLCX;    ia7«39  GIBTRASK  WSM 

PACSIMILC;  ia02l  <a7-093» 


June  6,  1996 


IS  OiMCCT   OtAC  I 


(202)  955-«587  T41261-O0001 

HAND  DELIVERY 

Senator  Alfoose  M.  D'Aniato,  Chainnan 
Senator  Paul  Sarbanes,  Ranking  Member 
Special  Committee  to  Investigate  Whitewater 
Devdopmem  Corporation  and  Related  Matters 
United  States  Senate 
Washington,  DC  20S10-607S 

Dear  Senator  D'Amato  and  Senator  Sarbanes: 

I  have  accepted  service  of  subpoenas  from  the  Special  Committee  directing  our  client, 
David  Hale,  to  appear  for  deposition  on  June  7,  1996  and  testimony  on  June  12,  1996 

I  have  advised  the  Committee  orally  and  now  confirm  in  writing  that  Mr.  Hale  will  claim 
the  protection  of  his  Constitutional  privilege  under  the  Fifth  Ametulment  to  the  Constitution  of 
the  United  States  and  respectfiilly  decline  to  testify  at  deposition  and  at  a  public  hearing  if  he  is 
compelled  to  appear  in  response  to  the  subpoenas. 

In  the  absence  of  a  court  order  to  testify  and  a  grant  of  immunity  as  provided  by  Federal 
law,  any  testimony  by  Mr.  Hale  regarding  any  matters  before  the  Special  Committee  may  be  used 
against  him  in  some  &shion  in  connection  with  an  announced  criminal  prosecution  of  Mr.  Hale  in 
Ariouisas  and  any  other  state  or  federal  prosecution. 
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I  request  that  the  Special  Committee  aflTord  Mr.  Hale  the  counesy  that  other  potential 

witnesiea  before  Congressional  committees  are  accorded  routinely  of  recognizing  his  intention  of 

dMmng  hu  Constitutional  privilege  and  excuse  him  from  the  embarrtssment  and  adverse  public 

mfcrences  that  will  be  associated  with  having  to  appear  in  person  for  the  sole  purpose  of  statina 
his  privilege  claim.  - 


Vefy  truly  yours, 


JAM/jtf 

cc:       David  Hale 
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Hale  -  Direct 

1  Q.    Can  you  tell  us  when  you  first  met  Jim  McDougal? 

2  A.    I  met  Jim  McDougal  when  I  entered  the  University  of 

3  Arkansas  in  1959  in  Fayetteville. 

4  Q.    How  did  you  meet  him? 

5  A.    We  were  both  real  active  in  the  Young  Democrats  and  also 

6  we  were  members  of  the  same  fraternity. 

7  Q.    When  you  say  active  in  the  Young  Democrats,  what  was  the 

8  Young  Democrats? 

9  A.    The  Young  Democrats  organization  is  just  the  Democratic 

10  Party  --  youth  of  the  Democratic  party.   However,  if  I  remember 

11  correctly,  at  that  time  the  age  limit  went  up  to  like  40.   Now 

12  like  40  or  under  are  Young  Democrats.   I'm  not  sure;  it  might 

13  have  been  35,  but  it  was  something  like  that. 

14  Q.    When  had  you  become  active  in  the  Young  Democrats? 

15  A.    I  had  become  active  during  my  last  year  in  high  school  ajid 

16  then  when  I  went  to  the  University  my  brother  was  state 

17  president  of  the  Arkansas  Yoxing  Democrats  and   he  was  also  --he 

18  was  a  law  student  at  the  University  when  I  went  to  the 

19  University  as  a  freshman. 

20  Q.    What  involvement  did  Mr.  McDougal  have  in  the  Young 

21  Democrats? 

22  A.    He  was  just  very  active  like  I  was.   We  were  interested  in 

23  politics.   We  were  interested  in  the  Democratic  Party  and  we 

24  tried  to  organize  young  democrats,  get  young  people  involved  in 

25  the  political  arena,  get  them  interested  in  politics,  get  them 

Carolyn  S .  Fant 
United  States  Court  Reporter 
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Hale    -    Direct 

1  A.    Yes,  sir. 

2  0-    All  right.   Any  other  way  you  could  pin  down  as  far  as  a 

3  time  frame  as  to  when  this  conversation  took  place? 

4  A.    Sometime  in  January,  February,  sometime  along  --  no,  hold 

5  it.   It  was  --  yeah,  it  was  probably  early  January. 

6  Q.    Early  January? 

7  A.    Early  January  or  February,  sometime  in  that  period.   It 

8  was  before  the  consummation  of  the  Dean  Paul  loem. 

9  Q.    All  right.   And  did  you  have  an  occasion  then  to  travel  to 

10  Castle  Grande? 

11  A.    Yes,  I  did. 

12  Q.    Can  you  tell  the  jury  the  circumstances  iJinder  which  you 

13  traveled  to  Castle  Grande? 

14  A.    I  received  a  call  from  Jim  McDougal  to  meet  he  and 

15  Governor  Clinton  at  the  Castle  Grande  office  after  work  on  -- 

16  to  talk  about  getting  their  loan  ready  and  consummated,  and  we 

17  met  at  the  Castle  Grande  office,  in  Jim's  office. 

18  Q.    Can  you  stop  for  a  second.   Do  you  remember  the  time  of 

19  the  day  that  it  was? 

20  A.    It  was  dark.   I  don't  remember  what  time  of  day  it  was. 

21  Q.    Do  you  remember  what  the  weather  was  like  or  anything? 

22  A.    Pretty  chilly. 

23  Q.    Was  anyone  else  present? 

24  A.    I  did  not  see  anybody.   I  don't  know  whether  -- 

25  Q.    Well,  when  you  arrived,  did  you  notice  any  cars  in  the 

Christa  R.  Newburg,  CSR,  RPR,  CCR 
United  States  Court  Reporter 
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1  MR.  JAHN:   Yes,  Your  Honor. 

2  THE  COURT:   So  it  survives  a  hearsay  objection 

3  if  that's  the  purpose.   Now,  you  are  entitled  to  a 

4  cautionary  instruction.   The  Court  will  give  it  if  you 

5  want  it. 

6  MR.  McDANIEL:   Please,  Your  Honor. 

7  THE  COURT:   All  right.   Ladies  and  gentlemen  of 

8  the  jury,  once  again,  you  are  receiving  a  cautionary 

9  instruction  from  the  Court.   Mr.  Hale  is  about  to  testify 

10  to  a  course  of  action  that  he  took,  and  it's  being 

11  received  not  to  prove  the  truth  of  the  matter  asserted  but 

12  for  state  of  mind  purposes  only.   In  other  words,  whether 

13  true  or  false,  he  relied  on  a  comment  or  an  inquiry  by 

14  auditors  and  probably  a  third  person.   It's  not  being 

15  received  to  prove  the  truth  asserted  by  these  statements, 

16  but  whether  true  or  false,  he  relied  on  these  comments  and 

17  took  a  course  of  action.   Go  ahead. 

18  MR.  JAHN:   Thank  you,  Your  Honor. 

19  BY  MR.  JAHN: 

20  Q.    What  did  you  tell  Mr.  Files? 

21  A.    I  talked  to  him  about  the  auditors  and  that  I  needed 

22  to  --  they  were  real  concerned  about  this  loan  and  that  I 

23  knew  that  Jim  and  Susan  couldn't  afford  to  pay  it  at  that 

24  time,  and  if  we  could  get  a  judgment,  I  could  put  that  in 

25  there  and  that  might  satisfy  them  for  awhile,  auid  Jim  and 
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Palmer  -  Direct 

1  A.    Well,  he  said  that  he  needed  me  to  come  by  his  office  and 

2  he  needed  to  visit  with  me. 

3  Q.    And  did  you  do  that? 

4  A.    Yes,  I  did. 

5  Q.    Are  we  talking  about  immediately  or  was  there  still  a  time 

6  constraint  as  far  as  this  appraisal? 

7  A.    Yes.   I  went  almost  immediately  to  his  office.   It  was  -- 

8  it  was  pretty  quick. 

9  Q.    All  right.   And  once  you  arrived  at  his  office,  what 

10  happened? 

11  A.    Well,  Bill  basically  said  that  they  really  needed  Che 

12  higher  figure  on  the  property,  and  that  he  was  doing  this,  he 

13  was  requesting  the  appraisal  for  David  Hale  because  David 

14  didn't  have  time  to  taUce  care  of  it  amd  that  Bill  was  hamdling 

15  the  details  of  the  transaction  for  David  and  that  David  was 

16  doing  a  favor  for  Jim  McDougal. 

17  And  I  said,  "Well,  Bill,  there's  only  one  way  I  know  of  to 

18  get  the  value  up  that  high,  amd  that's  if  we  use  an  inflated 

19  value  or  a  higher  market  value  on  the  lease". 

20  And  he  said,  "Well,  Robert",  you  know,  "do  whatever  you 
■21     have  to  do".   He  said,  you  know,  "Don't  worry  about  any 

22  repercussions.   Everybody  knows  about  the  deal,  Jim  and  David 

.23  and  myself".   He  said,  ."And  this  goes  all  the  way",  you  know, 

24  "to  the  top". 

25  Q.       Was  that  your  recollection  as  far  as  the  precise  words 

Eugenie  M.  Power 
United  States  Court  Reporter 
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1  A.    That  was  used  to  fund  --  that  money  was  deposited  in 

2  the  Tucker  Smith  McDougal  account,  and  that  was  used  to 

3  cover  two  checks  from  that  account  that  were  made  payable 

4  to  Citizens  Bank  of  Marshall.   That  was  the  bank  that  had 

5  held  a  loan  that  was  made  payeible  to  Tucker,  Smith, 

6  Baldridge  suid  McDougal  and  that  was  for  the  purpose  of 

7  timberlands  back  in  --  the  loan  was  issued  back  in  April 

8  of  1960. 

9  Q.    What  was  the  second  loan  payment  that  you  traced? 

10  A.    This  was  government's  exhibit  533V.   It's  a  check  to 

11  Whitewater  Development  in  the  amount  of  $24,455.06.   On 

12  the  memo  section  it  reflects  it  was  for  a  loan. 

13  Q.    And  do  you  know  what  this  loan  was  for? 

14  A.    This  loan  was  --  these  funds  were  deposited  in 

15  Whitewater's  account  at  Madison  amd  it  was  used  to  cover  a 

16  Whitewater  check  number  134  dated  March  22,  1985.   That 

17  check,  Whitewater's  check,  was  made  payaUole  to  Ozark 

18  Realty  for  $25,000. 

19  Q.    What  was  the  next  loam  payment.  Agent  Patkus,  that 

20  you  traced? 

21  A.    The  next  one  is  government's  exhibit  533AB.   It  was  a 

22  check  to  First  Commercial  Bank  in  the  amount  of  $53,53.41, 

23  and  in  the  memo  section  it  said  pay  off  commercial  loaoi. 

24  Q.    What  was  this  loan  for.  Agent  Patkus? 

25  A.    This  was  a  loan  that  First  Conroercial  Bank  issued  to 
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J.    McDougal    -    Cross 

1  A.    Yes. 

2  Q.    Did  you  tell  Mr.  Hale  you  were  going  to  have  a  meeting  on 

3  Saturday  morning  with  Mr.  Clinton? 

4  A.    No,  sir. 

5  Q.    You  say  no  or  you  don't  know? 

6  A.    It  would  be  better  to  say  I  don't  know.   It's  not  likely 

7  that  I  did. 

8  Q.    That  meeting  occurred,  I  believe  for  the  record,  there's  a 

9  notation  in  the  upper  right-hand  comer  that  that  would  have 

10  been  January  the  --  Saturday,  January  the  18th  at  the  mcuision. 

11  Is  that  what  the  record  shows,  sir,  as  far  as  Government's 

12  Exhibit  81? 

13  A.    Yes,  sir. 

14  Q.    Okay.   And  that  would  have  been  1986.   Sir,  the 

15  Governor's  --  Governor  Clinton's  records  show  that  you  also 

16  called  him  on  Jauiuary  the  24th,  1986,  which  would  have  been  the 

17  following  Friday  after  that  particular  visit.   Do  you  recall 

18  what  you  called  the  Governor  eOsout  on  the  following  Friday? 

19  A.    No,  sir. 

20  Q.   Okay.   Government's  Exhibit  11-L  reflects  a  call  slip  to 

21  you  on  February  3  from  Governor  Clinton  with  a  notation,  "At 

22  office  in  hour,  10:30." 

23  Do  you  see  that,  sir? 

24  A.    Yes. 

25  Q.    Do  you  know  what  Governor  Clinton  was  calling  you  aUoout  on 


Eugenie  M.  Power 
United  States  Court  Reporter 


ISBN  0-16-055601-5 


90000 


